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With offices in 76 countries, BNP monitors major world markets 24 hours 
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With its specialized international teleprocessing facilities and one of 


& — Europe'smostadvanced trading rooms, 3NP provides optimal solutions based on 
` -fast reactions and market knowledge. 
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| onm Taiwan are ba 
| status quo, and 
: i p the 

: Bangkok: Paisal i Sean supo d Li Carver 2511138]. |. 
; ^| ficant gains in last year’s election, or the 
| | huge (by Taiwan standards) s t 
| | onstrations which have occu re 
wide variety of grievances during the 


2 Chris Manning's 
mig 





(Editonaly, |. right to determine for themsele es their 


| future nationhood and also their inde- 
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Elusive rights 


"| Ihave read with great interest the letters 


responding to Gerrit van der Wees ex- 


cellent article, Let the peopee decide 
_ the future of Taiwan [THE 5TH COLUMN, 


30 Apr.]. 
James M. Chang [LETTERS, 4 June] 
writes that self-determination only. 


applies to colonies, that Taiwan is not a 


colony, and that the current govern- 
This will 


ment there is duly elected. 
come as news to the people: living on 





Taiwan, who have never had the chance 





to vote in a genera’ election, amd who do 


not — under the current constitution —- 


have the right to change the government 


| by means of elections 


The US State D Department describes 


'the polity as “an essentially one- party 


authoritarian system.” Hence; the prin- 


 cipleof self-determination remains very | 
much unrealised in Taiwan. 


In the same issue, Chang's fellow 
Texan, David Lee, argues thet people 










ave already decided on 
island's future. This argument 
hardly jibes with the opposition’s signi- 






21. de 
4 9 


past 18 months. 


It is often said that 1 in a ed dac o 
: "at ne" $. ditions: 





would return the Kuomistans ( KMT) 


to office. This may well be the case, but 


8 there is no evidence that pd KMT is: 


‘ants gain a a ti E dost [3 2 





Me- 





of principles and: personalities: 


«4 | lanesianism vs Javanism. Since the 
| |, Melanesians of West. New Guinea be-.| 
| lieved they are different and still insist ~ 

| on being different, they are demanding 
` political equality. © | 





For that purpose the Free Papua 


| Movement (OPM) was born toveiterate 
its fundamental priaciple that "the peo- 
| ple of West New Guinea, or what In- 


donesia re-named “Irian Jaya, have the 


pendence.” It is this strong belief that 
urged the OPM to-organise the masses 
in the country to struggle against the In- 


- donesian neo-colonialist practices. . 


Manning has ignored totally issues 





ically conten: with the 











ike in West. New: 








.| 1 did not describe the "próbl msasa 

1 | whole. What is at sta 

T | Guinea and its Melanesian population i is 
«| Janot only a clash just based on cultural 

| and. ethnic differences, but alse a clash 


| venant on Civil and Politica! Rights 


such as alienation. of traditional land | tc 
rights; exploitation of natu ralr resources op 


forthe Melanesian population and lack. 


-preblem is Jakarta’s unwillingness to | 





E eave ee following, » 
W's 


and at times 5 bordering on 


 wasa ia example of t 


| and the Committee. 
| nalists regarding the detention. 


comments: "Some of mE TEPEN ] 







TrA..7000$9 | 
without jus AUT ASI cOmpensa- ^ E 


tion, the process of Indonesiailisation, i 

assimilation of Melanesian culture, - 
human-rights violations, unequal edu- | 
cational opportunities, inadequafe 
provision of social and health services - 











of job Oppo tunities. The essential 





traasfer sovereignty and political power 
to the indigenous Mel; Hesians, hg 































































with y; 
interest, the REVIEW's analyse 
evolution E. events in Vietnam 















Vietnám: to be at the very 


mation. ES 





resoondent, Murray Hiet 
Amnesty Intérnational's rep 

Hanoi-backed Hang. Samrin g 
ment's detention and torture 
prisoners, and goes on to mentk 
report by. the Asia Watch Com 
to protec 














trial of writers and journalists in Viet- 
nam. | 
After a brief description of th 'con 
of malnutrition and torture 
within the re-education camps, Hieber 





P $ Dara ak Warfare Department T 
This statement is not only mi 
lev 





ing 


pression “that the. writers ar 
sional propagandists, whereas 
ed ignori ts the umero 


that these writers cand jours el 
legelly be punished for their pre-1975 
activities. Hanoi, like all other UN 
members, is bound by the legal princi- 
ple of non-retroactive application of the 
law nul crimen sine lege. This UN Co- 








signed by Vietnam in 1982 ensures that 
“no one shall be held guilty of any cri- 

minal offence which did not constitute a 

criminal offence under PODA orinte. 










Hitler's estimates to give an objective 
appraisal of this human tragedy? 


soners — though 6,000 too many — is 
absurdly low, even = their own stan- 
edards. But Hanoi’ s figures are notori- 
ously elastic, and seem to wax and wane 
|. with amazing alacrity. In 1977, Viet- 






50,000. political prisoners in re-educa- 
tion camps. But in a later interview pub- 
d in Paris Match, plus a more re- 
nt (1987) TV interview with French 














































ham Van Dong stated that Hanoi has 


; re-education camps -— far more 
| ey had ever admitted arresting! 
1 h pe it is not too late to learn les- 
rom the Vietnam War, and I pray 
sty an professionalism rather 
tical bias 

















ould spare 
1 | necessary misery and suffering. 


Vo Van Ai 


“Vietnam Committee on Human Rights 


rance Editor Quê Me 


evant comparison 


se bureaucracy i in An amorphous 

of rather tired officials? [FOCUS, 11 
Junel, 

self- 


of the waning power of Japan’s bureau- 
























ne does not use a 
Il dogs are small. 
size of Japan and other nations’ 











iders that the «gaimusho 
inistry) in Japan has far 
han its for ee counter- 








various ministries in order of their tem- 
poral and budgetary prowess: 
Ministry of Finance . 
» lowed by the National Police Agency.” 
The National Police Agency is not a 






„Minister gOffice. 
Mesh — 









War il i hofocaust, should: one al quote : 





* Hanoi's figure of a 000-political pri- 


. namese ambassador to France, Vo Van | 
Sung, declared that there were only | 


ournalist Roger Pic, Prime Minister 


eased millions of political prisoners 


will be the criteria of . 
irnalism in the future. It^ 
he Vietnamese people so: 


| Singapore | 
President | 


Singapore sea yr 


Bruce Roscoe, writing about the Japan- . 


was surprisingly shortsided and. | 
efeating. Roscoe's use of the Ja- 
panese Foreign Ministry as an example. 
cracy is hardly convicing when, at the. 
same time, he is explaining how. com- 


paratively unimportant the same minis- | 
y-is in the total goverbmento struc- 


oodle as proof | 
Tis comparison | 


services is also irrelevant when |. 


create at z 


oc also line up RR he lists the | 


"The. 
is probably fol- 


ministry, but an organ of. the, Prime a 


ncerned Citizen’ in his letter R 
ghts? [18 une] advocated a free-for- 


lives. In each case, 


No citizen enjoys ary "fundamental 


right of every citizen to choose whatever 
he wishes to read." The Singapore Con-. 


stitution allows — aad specific laws enti- 
tle — the gcvernment to prohibit unde- 


-sirable pubbcations. So the government 


bans Playboy, Pentaeuse and. com- 


. munist publications. 
— 'Concerred Citizen’ can, however, 
read nearly all. Western newspapers, 


even those that have reported inaccu- 


rately on Singapore anc have refused to | 
publish rebuttals. Like Time magazine 
| and the Asian Wall Street Journal, they 


lose revenue wher their circulation is 


restricted. But anyone can read: these 1 
newspapers in the libraries or get a 


photocopy made and sent to him. 


Press Secretary to PM 





I have beer a deveted REVIEW. reader 


over the pest few years and have en- | 
diversity and | 
_ depth of coverage of the Asian region. 
| And, perh 
|. fan, I have followed the antics of Singa- 
pore's prime minister through. your as | 


joyed the magazne's 


s a lite like a soap opera 


well as others' eyes. 


Prime Minister Lee Kuan Yew has | 


initiated dozens of campaigns. Cam- 


. paigns to educate amd house all Sin- 
 gaporeans with his ` "industrialising with- | 
| n. should. return: yt 
| words, his plan to attract foreign multi- | Wh 
| nationals while preserving the Confu- 
cian heritage of. Singapore’ s 70% 
Chinese. J 
His most controversial plan was to jo 
practise a li:tle social engineering onthe 
` educated classes bv urging them to pro- 
| : faster rate while pushing . 
Strict birth control at the lower end Of, 
c the socio-economic scale. 
|'.c Turning to the media, the REVIEW 
publishes too many responses from the 
Singapore Government. It seems that 
the Asian Wall Street Journal and Time | 
magazine were reduced to limited circu- 
.lation because they refused to print 
Singapore Government responses to 
: their stories. They were accused of “in- 


out Westernising" theme, or, in other 


terfering in Singapore’s internal af- 
fairs.” The REVIEW should only print 


the bare minimum of these doublespeak 


letters. - 


in to bring Singapore out. of de-col- 


all policy on the media. The Maria Her- 
togh riots ir Singapore in 1950 cost 18- 
j lives.and the race riots in 1964 cost 36 
the nots were | 
| triggered off by newspaper reporting. | 
Do we want to re-:earn the danger of | Ho 

hands-off journalism on race, language, E 
religion and culture? 





| Indian isolationists 


. do by the ethnic Indians who form Fiji's 


ings in their adopted countries, Indians. 


India — the country to which they. 
. hold allegiance, even after. all these - 
. years. 


: settlers are strongly resented. Ethnic In- 
James Fu Chiao Sian. 
: of learning to live with.the natives of 


; the national or official languages of such 
countries, live in their own communi- 


. ties, maintaining Indian language and 
| customs. | 


| Petaling Jaya | 


ample coverage 
-: problem, little. attempt has. 
“to understand the count 


and religious’ differences, 


: trace past events that led 


. Although he mzy have been the right [s ES 


isation, Lee no 'onger fits the bill to 


| maine eir ecd 
| tad Singapore into: the next decade of | n 























Charles F. de Trenck ee 


Indigenous Fijians whose native coun- 
try is Fiji want to manage their own af- 
fairs in their own homeland. They d 
not want to be controlled or told what to 







majority community. | 
The ethnic Indians are decendants ef 
Indian sugarcane plantation workers . 
brought there by British rulers some 200 
years ago. Instead of investing their sav- 


normally send their money back ‘to 


These dual loyalties of ethnic Indian 
dian settlers, in Asia and Africa, instÉad 


earning or respecting 





When the Fijians deposed the eth- 
nic Indian-dominated Fiji govern- 


| ment recently, New Delhi demand-.. 


ed the Indian-dominated Fijian gov- 
ernment be reinstated. (It also de- 
manded that Sri Lanka halt its mii- 
tary . operations against Tamil 


. separatists.) 


If the ethnic Indians are not ha py 
living in their adopted countries, they - 
eir native country. | 
e are ethnic Indians um 
settlers, there i is instability. : | 
| Mansoor Raheem L2 















ew retenti | 1 | 





media hasgiven | 
i Lanka's ethnic- 
























ple — who, despite their unal 
have en 
joyed peaceful coexistence. for gene 
tions;  . ; 
Thus, as all peace-lovigg Sri Lan : 
would affirm, the R 


tEVIEW'S chi 
to the truth [28 May]. Not only does he | 
We prese 


Rome Alexi V. Ar à 


.arkasternEceonomi 











iture Ut a propibed Libyan Peo- 





meeting was marked by a joint attack 
on india by its Sov ur 
bours. 


. Page 17 





Pakistan's upoan groups try to 
forman all-party alliance to force omy ] 


| elections. Pu 


| Ther rout of the filing Congress party | 
in Haryana state elections has eroded | 
Prime Minister Gandhi's hold on the. 


i Hindi-speaking heartland: 
Page 19 


Thai journalists are dismayed by sen- 
ate changes to a draft printing bill- 
that would place even more restric- | 


tions on the press. 









dency in 1985 over allegations of al- 


Lee and. the ruling People's Action | 


] Pa T e30 
China lays it down firmly that it does 












; | not want to See direct elections intro- 
: 3 gkong next year — and 
1 (e o protest. | 

p 









S street clashes between riot police and thousands of 
| ped by mid openly iei id and Somonmes even 


‘leader Kim Mesi Sam. S 
: pells oh stabil os still acing the regime | if iti = to | 





| ple's Bureau for Vanuatu rests on | year’s yen revaluation, look 


whether the Australian Government |: 
zik can supply Port Vila with evidence 
E “of Libyan subversion in Mor Paci- | 


The Hongko 


j Asian neigh- 


| The Australian arm of Japa 
struction giant Kumaga 


| dispelling fears of a financia 


coholism, criticises Prime Minister 


further liberalis 
- ketfor : some years. 


| tives its series on- 
religion and politics 


2 July 1887 
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fer. 
Page 68 





g Government is under 





| |^  *  .  .' - |mounting pressure to give the go- 
The recent Saarc foreign ministers’ | 


kers, hit badly by last | ! 
to be win- | Asean 
ning the battle for survival as prices | 

and producta levels reco. 














ahead to one of the billion-dollar plans | 





73 








Gumi is 
pressing ahead with two big projects, 


isqueeze. 





Page83 


Nepal faces a sharp risa án its trade 
- deficit and a decline in its growth rate 
after a droucht forced substantial 
| cutsi in rice and jute exports. 





‘New ‘Zealand forecasts a budget 
^ surplus after c 





eciding to sall state as- 


sets. Meanwh le, Bangla 





for a new international o in the |. 


| territory. | Christianity: Hali the aaae T 


nese con- | 


desh unveils | 


a package of measures aimed at i 


5 j | stimulating the economy. 
| "Devan Nair, in his first public address i 


„Since resigningikhe Singapore presi- | Foreign brokers vying to ur 


| convertible bond offering by South | ! 
-Korea's Goldstar are unlikely to see M 
lisation of the stockmar- [a 


Page 87 








Pages 96-97 


A move by Japanese institutions back 

into US secur 

three-day, 

_ | Tokyo stockmarket index. In Osaka, 

| the fledgeling futures cortract draws 
amixed response. 


Page 98 

A Sri Lankan commission of inquiry 

blames mismanagement.and uncon- 
| trolled spending for the huge losses 
incurred dby Air Lanka. : 





ities probably sparked a 
1,290-point fall in the 


derwritea | ^ 


TONNE aa ia f 

| The Week T 
Traveller's Tales 37: 

| The 5th Column <88 
Economic Monitor: Australia - ~ 90 
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good | 
l fundamentalists ... : 




































Proselytising angers Muslims 
Waging spirtual warfare ` 


Rebels sprite — — mpions ofthe goo: 64 
Liberating the bishops . ; 
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. Below the inei in dens 
Sudgets: Unfamiliar territory 
in Wellington —. me 
_ Dhaka's stimulative measures. , 


























































































































nan váiirusuhl r move, en 
Foreign Minister -Tadashi 
| Kuranari accepted, 
| travelling overseas, the resig- 


x uty ; 


eached retirement | age, 
t was understood that he 
taking responsibility for 
Strained Sino-Japanese re- 
exacerbated by a Tokyo 
gn. Ministry — official's 

on Chinese. leader 













































ould enable an army 


esentatives, s prompted the 
major opposition alliances to 
Jose ranks. and launch a unit- 
'd movement. 
eague-led eight-party 


‘grouping headed by the 
Bangladesh National. Party, 
which broke apart. following 


day general strike on 21 June 
gainst what they called the 


ministration." However, while 
both the alliances are like- 
© coordinate moves 
st the law, their separ- 
: strategies may 
f nited movement. 










rol- over domestic critics, 





early May banning. 


from practice, reportedly on 


court. 







1. twaand-a-Malf years. 
~~ Shinma 


* while | 


nation of his top aide. His dep- | 
‘Kensuke Yanagiya, ten- | 
d his resignation on 18 | 
on the grounds that he 


oon to bei ed by | 
igladesh Government > 


tative to sit in district 
gw with elected rep- 
a 


The Awami 
al- | 
hance and the seven-party 


'arliamentary elections in May: | 
986, jointly observed a half- 


! | southern — 
militarisation of district ad- 


“weaken | 


-$. Kamaluddin 


In- 

Dnesia's Justice Minister Is- 
mail Saleh blacklisted tegal | | 
d lawyer Mulya. Lubis, pre- F 
ing him from making an | 
as trip scheduled for 3 || 
€. The move followed 1 his | 
cism of Ismail's decision in | |- 
- Adnan | 
-Buyung Nasution, Indonesia's | | 
famed human-rights - lawyer, |. 


.the grounds of contempt of 11 
E 1982. (The vote is on the resolu- 
It was the second sich bah 1 


on the 38,year-old Mulya in | a withdrawal. 


T ridia ) 


A ` j e 
4? AS: d x ; 
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As required ‘by its Internal 
Ree Act, the Singapore 
: {Government on 20 June de- 
cided’ on the fate of the 16 al- 
 leged Marxist conspirators, är- 
-rested.30 days earlier. Tie gov- 
g ernment said that Vincent 
Cheng, “a central figure in the 
“conspiracy,” . .would be de- 
tained for two years and. 11 


others for one year. Three who. 


were "unlikely to revert to sub- 


| versive activities and Jose a 


security threat" were released 


| on restriction orders, aad one 


whose involvement was 


"secondary" was released. The | 
government announced at the | 
| Same time that it had just ar- - 


rested six more 


come out of interrogations of 


| those arrested earlier.” 
— Susumu Awanohara | 


esident, premier 


Vietnams newly electzd na- 
| tional assembly appointed a! 


yide 


ABUSO YE 


individuals | 
whose involvement in the al- j 
leged Marxist conspiracy “has | 





new president and premier on | 
18 June, completing z year- 
long administration shake-up ` 
prompted by the countrv's eco- 


nomic crisis. 
Pham Hung, 75, was elected 


| premier, replacing 81-year-old 


Pham Van Dong, who had held 


- the post for more than 3C years. 


Hung, who has had serious 
health problems, is a lorg-time 
revolutionary and 
Served as interior minister until 
February this year. Vo Chi 
Cong, 73, "gero president 
Truong Chin 80, who had 


stepped down as communist 
wi chief in December. Cong 


ed the communist movement 
in central. Vietnam for many 
years and has served as agricul- 


E = : l T ture minister. — Murray Hiebert 















| CORRECTIONS 
In Quest for Yamashita’s hoard | 


SOCIETY, 25 June], we failed 
“properly. to accredit the corres- 
„pondent Anthony Paul, who is 
~The Readers Digest Roving 
„Editor (Asia: & Pacific). | 


In Spectre at the feast [25 June] 
it was implied that the UN Gen- 
eral Assembly. continues . to 
| vote on "which goverrment 
should represent Cambodia. 
















This has not been the case since 






.for a Vietnamese 
from | Cam»odia 
"and self-determination fcr the 



















‘still haunts Manila [ARTS & | 





BUSINESS 


IGGl increases Indonesian 
aid to US$3.15 billion = 
Despite widespread concern | 
over its growing external debts, | 


Indonesia won. aid .commit-: 
ments totalling US$3.15 billion - 


for the current fiscal year (be- 


ginning 1 April) from the 14. 
countries and multilateral in- 


stitutions composing the Inter- 
| governmental. Group on. In- 
Conesia (IGGI) meeting in The 
Hague on 18 June. The amount 
was 20% over last year’s level, 
but the currency-adjusted total 
showed no substantial in- 
crease, economists said. 


minister, Ali Wardhana, came 
under renewed 1GGI pressure 
to reform and deregulate 
Jakarta's economic. Structure, 
reports in Jakarta 


ing, Indonesia rejected recom- 
mendations for sweeping, mar- 
ket-based agriculture reforms 
made by the World Bank. 

— -Shim Jae Hoon 





What 
rivalry has. broken out over In- 
in pei plan to launch its 

ext communications satellite, 
Palapa B-2R. In response to 


an offer by the Soviet ambas- | 


sador to Jakarta: to take Pra- 
twi Sudharmono,. ‘Indonesia's 
would-be woman astronaut, on. 


a Soviet space flight, the US t 
Embassy. in Jakarta has issued | 


a statement stressing the need 


for enhancing “space coopera- | 


tion” with Indonesia and re- 
confirming oe to take 
her on future 
launch. 


The US Challenger “dister de 
last year forced the postpone- 


ment of her flight on a US shut- 
tle originally scheduled for 
launch m June 1987. Indonesia 
in 1984 paid about US$10 mil- 
lion to launch a satellite on the 
US space shuttle and the Soviet 
offer seems to crowd the grow- 
ing commercial launch busi- 





` | billion (1 


their share from E 
The Japanese side meanwhile 


Indonesia's chief economic | S 


'said. | 
. Meanwhile, in a written reply 
| distributed at the IGGI meet- 


looks. like US$. Soviét 






shuttle 5 


The Commercial | Bank: of M 





ween the Indonesian. Gov- 
nment and Japanese. funders 


‘to increase the capitalisatiog of | — 
joint-venture Indonesia | - 





th We 
Asahan Aluminium from X91 | 
US$628.5 million) set 
in 1975 to ¥ 147 billion: UE 
The Indonesians are cdfi- 
verting *32 billion of govern- — 
ment debt into equity to raise. 
5% to 379 








injected an additional ¥2: 


4 bil- 
lion into equity. 


The Japanese Government on 
23 June approved the nation's 
largest secondary budget 

d TOR of Y2. o oe 











‘nance Minister Kick -Miya- | 


zawa said the budget was. 
not a "panacea" for the econ- 
omy* but economists said it 
should boost real GNP growth . 


‘to 3.5%. Public-works spend- 
ing will be lifted 15.1% over | - 
the fiscal 1986 figure as a result | - 






of an additional ¥1.76 trillion: 
3 arked for infrastructure |. 
P ndinga — Bruce Roscoe i 


Philippine Government - 
sells off bank . 








ila (Combank), one of six 
b ppt under the contioi a the 


ness. China earlier also offered | toi 


its launch services to In- 
donesia. — Shim Jae Hoon 


Asahan Aluminium wins 
bic equity boost 





Inconesia’s. commitment tol 


Asahan 


the — loss-making | 3 
North 


aluminium - plant. in 


Sumatra has been strength- 
ened dy an ‘agreement. berda 





'| ment Service. Insurance $ 


national financial. crisi 
"agreed to sell the bank for P. 
million n (US$20. 45 millioi). 






isl The state-run n GO n 



















tem, which was forced to. sup- 
port Combank in 1981 during 


















— Vaudine England i13 


, Tokyo sets ¥2.08 trillion 
. secondary budget x 
























TAMIL TALK * 


-Following Sri Lankan Foreign 












| |, Minister À. C. S. Hameed's meeting — 


Prime Minister Rajiv 

ew Delhi on 19 June, the 

as begun 
various groups of. 


| with Inc 


o » négotiations with 
basis of the. : 





y supplies to to Jaffna, | 
] eios to Gandhi his - 






-equ | 
come c under the : army commander’ s 
direct jurisdiction. The prince at 3 l 
present holds the rank of a special _ 
colonel; the expanded structure. 
would permit him to be elevated to. 


. that of a major-general or lieutenant- 


_ general if he were to remain 
i commanding officer of the! unit. 


| TIBETANTOUR 


. West German Chancellor Helmut. 
Kohl isscheduled to become the first 
Western head of government to visit 

| Tibet while in office, though both - 

. former French president Giscard 


THE WEEK 








; cun Governor Si 












M ekend (21 June). Peking anno! 





a a dog” ministry, Xinh ua said (23 June). 








E Eleven people were injured nen vio- 
erupted during a crucial election. in 
aryana state ( 








Devi 





:r his Lok Dal party, in al- 
haratiya Janata Party, won 
re. Militan : 





| might offend Asian countries which | 
| object to China s policies in Tibet. 
The two-day stay — included at 
| Kohl'ssuggestion — could also cause |. 
| problems for the Chinese, as facilities 





, Foreign Minister Wu Xueqin coined 
ct elections with Hong- |: 
d yo . a$- 


wo-hòur. stopover in the territory over the 
ed the | 

pot tment of a protégé of Hu Yaobang to - 
take charge of a new government “watch- + 


H lary June). Prime Minister. 
Rajiv Gandhi's Congress party suffered ade- 
vastating defeat in the elections (/8 June). 
Lal was sworn in as chief minister of. 


Gurkhas, de- 


-d'Estaing and British prime minister 


| Edward Heath visited Lhasaas 


tourists. Kohl will visit China from 12- 
18 July in a trip to be officially | 
announced on 30 June. Some 
officials in the West German 
Foreign Ministry were understood to 
have advised against Lhasas 
inclusion, on the grounds that the visit 


in Lhasa are not ideal for entertaining 


La head of government. 


DEAD-END F D REVOLT 


| Leading - 

T participants in the 

| 28-29 April | 

| meeting of a self- 

| proclaimed 

| | movement in 

M. | support of Thai 

Gmmander 








| "peace 


conceded that erorts to expand the 
movement have run into a dead end. 
The admission came at a surprisingly 
frank discussion in the Bangkok home 
of Prasert Subsunthorn, a one-time 
leading member of the outlawed 
Communist Party of Thailand who 
later defected and served a: adviser 
. to the anti-communist Internal 
Security Operation Command. 
Speakers at the April meeting 








| leader were released by police (22 | Juno). 


PAKISTAN ——— 
Chineses Premier Zhao Ziwar 
“on an official visit (27 June). 


PHILIPPINES 
- Suspected corimunist gueri jas killed 
eight people when they ambushed a convoy 
carrying former rebe! priest Conrado Bal- 
. weg, who now leads a pro-government army, 
the mmy said Ge veia 


der. APORE 


g arrived 





rived to attend a ccs with the SIX Asean 
foreign ministers (77 June). Four of 16 peo- 
ple arrested last month for alleged involve- 
ment in a communist plot were released but 

six other people; including a liwyer, were 
detained (20 June). 


The US incicaled pressure en President 
| Doo Hwan to restore Es mocrac in 
















| t1e movement's brand of socialist 

 idealism had made no inroad in the 
military ranks, nor among the tural. 
| en "MEC 


-| the region "s go im 
| abuse laws yon id topi A 


of using the National Security La 


: demonstrators and other critics. 
“report will be submitted to the gi 


' revolution” have | the Stock: Exchange of 
February next year. Fell, at pr 


Washington on the first leg of 


: to Deputy Commissioner Ton 





-killed in demonstrations in Taejon (. 





Jaffna penne (23 dune). 











admitted curing the discussion tha t 



































































report will be South Korea' 





which provides for a maximum = 
sentence of death, against student. 


assembly cf the Asian Human 
Commission based in Manila 
time this year : 


to ro up an executive 





tour deseril ( 








: bed as his "termina ion 


Nicolle in October, is also cons 
an approach from the. Hongkong - 
Association of Banks to actin. an 
advisory capacity to the grouping of 
commercial banks. Fell was ^. 
previously Securities Commissione: 


South Kores Ji i re á 


dinum f measures after a pe 









Police arrested 800 protesters and sup 
ir Pusan (2i June). Opposition leader Kim 
Young Sam agreed to meet Chun to snd the 
political violence (23 June). i va 


SRI LANKA 

The dominant Tamil guerilla group, the 
Liberation Tigers of Tamil Eelam, an- 
nounced a temporary ceasefire to allow di 
tribution of Indian aid to the Tamils « 3 






































"The Legislative. Yuan gave dt 
-oval to a-controversiz al cu 
H intend’, to replace 











i en Hwan made is 
| controversial 13 April 
B constituti to ee. 


b with a irde of his 


situation deteriorate into the worst 
street violence since he assumed power. 
On 24 June, by sitting down for the first 
time with main opposition-bloc leader, 
im Young Sam, and reversing that de- 
cision, he has gone back to square one 
id renewed optimism over an even- 
tual settlement. 
juring three hours of talks, Chun 
Kim, the Reunification Democratic 
(RDP) president, that he was Efe 
red to go back on his previously “i 
e" decision and allow a reams 
rliamentary negotiations on 
itional reform. He told Kim he 
d given ruling Democratic Justice 
ty (DJP) chairman and presidential 


















ninee Roh Tae Woo full authority to 
in his behalf in efforts aimed at end- 

ig the two-week-old crisis. 

. But later Kim said the result of the 

ceting had been unsatisfactory in that 

















tions — which the. opposition 








:ssor should be chosen by popular 
ote or by an electoral college. He was 
also disappointed that Chun did not 
agree to release all political prisoners 
and restore the civil and political rights 
of his fellow oppositionist Kim Dae 
' Jung. 

However, Chun apparently agreed 
to end the rss house arrest of Kim 

















about the nationwide violence — which 
. left one person dead, thousands injured 
and hundreds arrested — has raised 
serious questions over the future of the 
1988 Seoul Olympe Games. Analysts | 


titt Focus Y | closest security advis- 
/—- and then watched the political” 


ful staging o^ the ga nes are off. 


little hope o^ a consensus being reached - 
had only agreed to resume these. 


have made little or no. progress — 


than agreeing to an immediate 
ational referendum on whether Chun's 


largely ceremonial »res:dent and power 





had permitted Kim Young Sam to visit | 

him at his blockadec suburban home for 

an hour-long strateg y session before the 
residential audien:e, their first meet- 

ing since late April. 

The political crsis which ‘brought | 



































say that far from postponing the coun 
try's political prob ems until after the: 
Olympics, as Chun sad decreed, there is 
now a growing reciisation that unless 
they are solved bef>rehand — and in a 
concrete way — all dets on the success- 


With the newly formed National Co- 
alition for z Demceratic Constitution; 
an alliance of RDP poüticians and re- | 
ligious and dissident leaders, call- 
ing for a massive peace march on 26 
June, it was obvios the opposition in- 


tended to keep the »ressure on the gov- A 
ernment to hold tc its revised political: 
schedule. Kim said ‘hat not enough pro- | 


gress had bezn made with Chun to allow 
him to advise calling offthe rally. 
Analysts and ev:n party insiders see _ 


on the key constitutional issue — the - 
form of governmen to be adopted when 
Chun steps down text February. The. 


weighted in the DJ ?'s favour, while the 
ruling party wants “ne introduction ofa 
parliamentary cab net system with a- 


vested in a prime menister. ; 
Both sides appear ready to allow the 





The US’ concern: page i o | 





: negotiation 


be a fruitless exercise, there isa growing 
feeling in the DJP that a national Te- 
| ferendum or even.a general election 


it now the government would not find it 
| advantageous, P said a senior party 


| Roh is expected to, 
-of democratisation = asures — includ: 
ing limited local autonomy, press law 


| held on politically related charges — to. 


| sembly session next month. He. will 
RDP is holcing out for direct presiden- | 
tial elections, in place of the current 3 
electoral college system which is heavily | ter’ trappings: associated with the ac- 


 cepted definition of a | 
euphoria, O 
nation ironically acted as the trigger for r 
the explosion of unrest (REVIEW, ! 


NE June). The party chairman": 


the moderation 











zo on until Simi. 
but while that will no doubt turn out to 


















should be held ultimately to decide the. 
question. "Putting itto a referendum is 
under serious consideration, but if it did 







member. ^ 

. Even if there was. agreement in prin- 
ciple on a referendum, there is likely to 
be considerable debate over whether it 
should pose a single option or present 
alternatives - —-à niggly issue that stalled - 
previous plebiscite moves. Because 


most South Koreans have littleeknowl-- | 
edge of a cabinet system and how itooo 
| works any : 











yway, largely because the gov- | 
ernment has never really explained it, | - 
most could be expected to choose a di- 


rect presidential election, which the. op- ps 





position could well win. 


f^ an apparent effort to provide à. ES 
lanes Lanes add for future talks, - 





reforms and the release of detainees 
be presented to a special national as- 


have to do a lot more than. that, ho 
ever, if he is to remove the sort ofs is 





ice state. 
While it was far too. early for 
jals described Chun’ S ac- 










Roh, whose 10 June presidential. nomi- 


lationship with Chun was zkey facto 
buteven njore impo 










































the DJP membership: | 
At an unusual 21 June caucus, ruling 
lawmakers were openly critical of the 
. lack of democratic principles guiding | 
the inner workings of the party — a re- 
ference, “it would appear, to the cir- 

| cumstances behind the 13 April deci- 
~ sion. Many now say Chun lowered the 
boom 00 abruptly | and. too soon. 








activist ron | Chong Chol and an 
ing high-level Oe uy cover-up that 








ty was that t sosheihiig h had 
-and done quickly — to de- 
tisis. There was also a wide- 
pread view among the lawmakers that 
he government should do everything 





time and again as the story ballooned 
.Anto an international media event - eg 
particularly on worldwide TV : 
screens. — -conveying images. 
that were perhaps more harmful - 
than the violence itself. 
In a country where com- 
promise is seen as a weakness, 
the danger now is that Kim E: 
Young Sam may feel embold- ` 
ened enough by recent events to 
make increasingly hardline de- 
mands. To do that, he may risk 
tweaking the tiger's tail. Al- 
. though he says a military coup or^. 
] à people's uprising would court 

political disaster for everyone, 
Kim told the REVIEW in a recent 

_ interview: “The military is less 
likely to intervene because the 
social structure has changed so 
much the people would not ac- 
cept such a situation." | 

Another vital matter yet to 
be tested is whether, if he were 

. to be offered à compromise by 
the-government, Kim could de- | 

~f Hiver acceptance by not only his pun 

m but the student protesters. - i 
|. Chun has saig be is willing to sac- 

-fifice everything to ensure stability, in- 

< į cluding the Olympic Games, despite the 

`| importance put on them, the vast ex- 





E penditure already made and the lossof | 


.L prestige and face such an outcome 
~ | would mean. And he has proved in the 
|). past that he is a man of his word. There. 
| is also nothing to suggest that he has lost 
the confidence ght 
of key generals “among them the chief - 
..|. of the presidential security service, Ahn 
| Hyon Tae — the apparent bridge to fel- 
| low Korean ud Academy 












pa possible ' to avoid taking harsh mea- | 
- sures, a message US officials repeated | 
of the Myongdong Cathedral confronta- 
“tion (REVIEW: 






















 class- | 





‘evitable i ifi it barame impossible to re- | 


store law and order through reason and 


 Self-restraint. Saying the country had 
now reached "a critical and crucial mo- | 
ment," Lee declared: "I hope the public 


clearly realises tha: if we should fail to 
overcome the present difficulty in a 
peaceful manner, the nation will plunge 


| into a major crisis, the consequences of 


which are hard to predict." 
In the only -previous official pro- 
nouncement during the first week of the 


crisis, Information Minister Lee Woong 
| Hee. deplored what he called *reckless 
acts by radical elements" and noted that 


opposition parties had been deeply in- 
volved in fanning the disturbances. He 
too warned tha: "strong counter-mea- 
sures" would be inevitable if the RDP 
turned away from parliamentarv poli- 


tics and persisted i in taking their struggle 
tothe streets. - 


| less widely. aaaea comment 
welcoming the peaceful settlement 





2 ! June) laid particular 





stress on sprabebertt the most worrying as- 
: pect of the latest unprecedented round 
‘of unrest — at least from the administra- 


tion's standpoint: the participation of 
ordinary citizens. “The government,” “it 


-declared pointedly, "will: continue 


multi-faceted efforts to develop demo- 
cracy to accommodate the diverse de- 
mands from the middle class fer change 
with stability.” — 

Although the ai Eia episode 
caused deep concern, highly placed 
sources say the only time emergency 
measures were seriously contemplated 
was at the time of the prime minister's 
statement on 19 June when city officials 
in the southern seaport of Pusan advised 





| the government that they were having 


difficulty control'ing widespread rioting 
thegugh most of that night. 


= The sources say. nationwide martial 
] law was ruled out, but instead security | - 



















emergencv would have been declari d 
Pusan, ór at least in parts of the cpun- 
try’s second largest city, ‘with army 
troops being called in to enforce a cur- | 
few and supplement hard-pressed ` 
police forces trying to contend with 
crowds reaching into the - tens: of 
thousands. The plan was finally aba 
doned on 21 June. 
The gcvernment's restraines 
tion was matched by what one dip 
referred to as the “nervous 











































put it: “It is quite clear that 
[government officials] have b 
about the legitimacy of th 
lich | is interesting in itself." ? 
- embarrassed by a public outcry o 
strength and amount of tearga 
against demonstrators and onlooke 
senior police officials declined to talk 
corresponcents about their handling 
the situation. “No one," said one gc 
ernment scurce, *wants to be the: and 
ard bearer." a 
With mass protests continui 
Seoul's Yonsei University in particular 
analysts are reserving judgment on th 
prospect of a real cooling of poli 
| temperatures until the end of June when. 
campuses go into summer recess. Stu- 
dent protests in South Korea have tra 
tionally been cyclical, reaching a peak i 
j spring and autumn and © subsidin 
amatically i in the summer and winter 
months. — 
“Most of the country's 103 high 
PME institutions have already closed 
| in an effort to deprive activist leade 
-a base. What the next few weeks will 
show is not only whether the anti-gov: 
ernment movement has taken on a 
momentum of its own and out of Kim 
Young Sam's power to control, bu 
gei nd the e student move- 


























































able of sustaining uen Adn. 
One interesting aspect of the late t 
trouble and probably a pointer to th 
level of coordination has been the wa 
the students have increased their num 
 bers in the streets and adopted a mor 
sophisticated hit-and-run strategy. N« 
only have demoralised police been un 
able to stifle demonstrations, as the 
had done in the past, but they hay 
found themselves stretched to the limi 
force-marching from one location to the 
next in an effort to keep a lid on the un- 
rest. i 
In several cases, particularly at one 
major Seoul intersection where most of . 
the serious violence has taken place, 
isolated groups of young, conscripted. 
riot policemen, their teargas supplies 
exhausted, were surrounded, some- 
times beaten severely and forced to dis- 
card helmets, shields and protective 
gear — all of which were heaped in the 
middle of the rock-strewn street and — 
turned intęa bonfire. ——— & 


ote an i hias |. foreig 


i à i : po i ; "m 3: - 





n co rres- 1 


*.. $e t 

























' rstand the situation arid eager | 
or ess views which not so: long a : 
they would have been reluctant to do. 

æ such conversation. with. the 
REVIEW, a young executive in a three- 
iece suit ploughed on with what he 
anted to say despite the obvious pre- 
nce of police agents among a growing 
owd of interested bystanders. 
tis noticeable also that the students 
ive generally refrained from the sort 

ro-communist rhetoric that had ear- 
crept into their repertoire, relying 
_on slogans designed to tap the 
nents of increasingly vocal busi- 
essmen and office workers who lined | 
e streets and openly jeered police. 
ing one street march, however, by- 
ders are reported to have turned 
r backs on a. group of several 
dred radicals calling for revolution- 



























- thoritarianism and 


"it is something 


: : argina y involv he ac 
tual vi lence. Butin the. southern | ort 


hand in attacking police lines and burn- 
ing police boxes and vehicles... 

So far only one person has been kill- 
ed and the ‘evel of vioience and prop- 
erty damage is probzbiy much less com- 


| pared with riots, for example, in some 


European capitals. in the Korean con- 
text, however, where a mix of au- 
traditional Con- 


fucianist va.ues makes for an ordered 
arid general y discip:ined society, it has 
been enouga to shock the government 
“In 


out of its former complacency. 
terms of tke in- 
tensity of the pro- 
tests," said one 
DJP lawmaker, 


we just didr’t ex- 


: more than : a passive interest i in » devel: 
ments to the South: Pyongyang has re- 
| ported a number of so-called solidarity - 

rallies and at a 














axi drivers b blockaded streets. and x | cot 
‘lookers were reported to have had a 








recent press conference . 
the outgoing commander of combined | - 
US-South Korean forces, Gen. William P. 
Livesy, said though there had been no 4- 
change in the pattern of military activity 











across the DMZ, there had been a 


“perking up of the ears.’ 

Noting the way the North has con- 
centrated its forces in underground 
shelters within striking distance of the 
border in the past five years, the 
bluff general said: "Their offensive 
force structure makes me wonder - 
what their intentions are . . 
There's no ‘D’ in that DMZ. It’ s 
the most militarised zone I know 










pect." 

. Political 
-bility is almost a 
Twaka in South 






art from joining the students in 
he occupation of main thoroughfares in 
jown wn Seoul, ordinary citizens have 






































Ni an Chandan Washington - 





South Korea and the possibi 
| intervention in the political process — 
“ events Washington views as: potentially 
threatening not only to South Korea but 
also. to US security interests in Norzheast 


net a senior official to Seoul. 
~ In two 307 of talks, beginning on 23 June, with officials of 
he government of South Korean President Chun Doo Hwan 
and opposition leaders, Gaston Sigur, assistant US secretary 
Of state for East Asia and the Pacific, was to push for, in z semi- 
public way, what. Washington has been urging througt quiet 
liplomacy — compromise. - 

Initially, Washington was reluctant to- ublicly acknowl- 
ge its concern over the deteriorating situation in South 
a. Sigur said on 21 June that the possibility of < coup 
is not "a serious problem at this time." 








warning. During a regular State Department br efing, 


our view military intervention would be a serious disser- 
‘ice to [South] Korea's interest . .. We urge Korean military 
'ommanders to concentrate on the defence of [South] Korea 
, fhd allow the political process to develop i in a manner agree- 
ible to the Korean people." |. 
. Although there 1s.no plan at this stage to send any senior 
Pentagon official to convey this message, the militarv com- 
‘mander of US forces stationed in South Korea is believed to 
have told his South Korean counterparts that the US would 
: oppose any move towards a coup. . 
c After saying that Washington did not want to pressure 
Chun publicly on democratisation, the US administration 
` leaked to the press that Reagan had written to Chun on 17 
June asking that he use restraint in dealing with demon- 
strators and that he resume a dialogue with the opposizion. 
To underscore US concern, Sigur, who was accompany- 
ing US Secretary of State George Shultz on a swing through 
-Asean an@Australia, was segt to Seoul. A State Dcpartuneit 
EU ficial told the REWEW thKft the USi is urging Chun te Start 








..Sta- 


Concerned about continu T goin m 
ity of military. 


Asia — the Reagan admi histration rushed | 





















iut the following day the US State Department issued a : 


swoman Phyllis Oakley volunteered to “point out that | 


| 
| 
| 


. Democracy in South Korea Bill which, if passed into law, 


.Of.^ South Korea's more im- 
| mediate problem now, however, is 
in its own backyard and how to de- 
militarise that. 


| afresh." He said the only way. Pto 
|; settle the question of Chun's legiti- 
macy was to wipe the board clean 
ather than trying to tinker with 
the old constitution. 
|. Although opposition leader Kim 
| Dae Jung reportedly refused to 
"meet US Ambassador to South 
ores James. Lilley i in March, sources said US diplomats 
have stepped up their contacts with opposition politicians to 
underscore American interest in the development of South 


. Korean democracy. 


On 13 April, when Chun announced the scuttling of talks - 
with the opposition on revising the constitution, the US State 
Department made no-public statement criticising the move. 
“We have no position on [South] Korean constitutional re- 
form; that is a decision that the Korean peo le must make,” 
was the fficial US reaction at the time. : e 

But as the violence in South Korea escalated, the Reag an 
administration voiced its support for.: ‘resolution passed by 
the Democrat-controlled House of Repr entatives subcom-' 
mittee on Asian and Pacific affairs. aid th | 
gress “regrets the decision announced by P ato 
suspend the discussion on constitutional reform: "it also calle 
ed on Chun to facilitate the dialogue withghe opposition by 
taking such steps as releasing political prisoners, ‘granting 
press freedom and civilianising politics. — 

In another move, which helped to make the administra- 
t:on's as well as the House subcommittee's position appear 
moderate, senators, léd by Edward Kennedy, introduced a 






















would ask the administration to oppose multilat eral loans 
Seoul, duty-free preferential treatment for South I 
ports and guarantees for private US. ir 
Korea if Seoul did not adhere to internatid 
end labour standards. | 
The administration called the: move unwise ‘and unhelp- 
ful. Explaining the government's opposition to the bill, ar 
administration source said South Koreans are a- highly 
rationalistic people and to make them. lose face by. public. 
pressure would make the pressure itself an issue. In additi on, 
the administration. fears that protectionist legislators n% 
tempted to pick xd thei issue e and, officials Ba that w 
na atall Mec 






stment in "South 
al human- -tights 
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i If you need expert advice When you need counselling : 
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one of the best authorities is matters, UBS irvestment " 
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- When it comes to 
finance, you need 

* a bank that knows 
its business — and 
yours. 


* 


* BfG:Bank für Gemegetwirtschaft, Aktiengesellschaft, Postfach L 02 22, Theaterplatz 2, 6000 Frankfurt am M 
* Street, London EC3V QBS - BfG:Lfxembourg Société Anonyme. 2, rue Jean Bertholet, B.P, 1125, ear el Ne 
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As a major un versal bank we 
give our customers expert help 
in solving thei- financial 
problems; in arranging project 
finance et home and abroad; 
and in handlirg their export 
business. But we are, of course, 
equally Felpfu. in advising them 





PH 
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how best to invest their money. 
BfG is one of the Federal 
Republic's leading commercial 
banks. We have more than 

250 branches. What is more, . 
we have a presence in the most: 
important international trading 
centres, and we can reona: 4 
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worldwide network of 3,000 Provisions Bases ei 
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correspondents. Our customers Financial year 1966 asat December 31,1986 
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- hs ae Ve "s ie Total assets DM 599 billion ^. 
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s EHI x ssp ESO : Customers’ deposits DM 284 billion 
e an major enterprises. Loans to customers DM Z2 0 billion 
And as for the future, we are bet- Shareholders' funds DM 2.1 billion BfG:Bank für Pod 
r placed than most to work Consolidated Balance Sheet Figures e = 
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THERE ARE TWO WAYS of 
enjoying the coming Winter 


Olympic Games in Calgary, Canada. 


The hard way is to enter as a 
competitor, anc for that all you 
need to be is one of the world's 
top athletes. 

The easy way is to use VISA. 

Because VISA is the only 
worldwide card that will be 
accepted at the 1988 Olympic 
Games — as you might expect 
from the world s most widely 
accepted name 


. |,  [tseverywaere you want to be. ME 
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Well give you 
a much easier 


way to enjoy 
the Winter 


Olympics. 


vemm 
VISA 


HP ae 
QRY 





* 
ISA — THI VIDEL WAACCEPTED NAMI 


^ 
j 


-- * 


te. 


So whether you're buying a 
down parka, tickets to the Men's 
Downhill, a dinner of grilled Coho 
salmon, or anything else at the 
Olympics, VISA will make life that 
much easier for you. 

It will also allow you to buy 
tickets in advance so you dont 
get left out in the cold. œ 

So take your VISA Card and 
VISA Travellers Cheques to the 
Fifteenth Winter Olympics. 

You'll be guaranteed a very 
warm welcome. 


























l en sme Rain PME Bape 
ticising the government. for its 


Democratic Progressive Party 
a loose coalition of rightists 
‘mobilising to counter DPP- 








pea KMD) Be Nos by mid- 


po 16 ightists are grouped loosely to- 
gether. under two main banners, one 
calling itself the Anti-Communist Pat- 
 riotic Front (APF) and the other the Re- 
public of China Patriotic Society (PS). 
Independent analysts say they receive 


pelitical and financial support from con- | 


servative elements in the KMT, mili- 


|. tary, and intelligence apparatus who are |f 
Chiang |E 





unhappy about- President 
Ching-kuo's liberalisation programme. 


The 77-year-old Chiang has promised to | 
. remove the long-standing ban on oppo- | 
sition political parties and reorganise | 


parliamentary bodies dominated by 
mainlanders. 

Both groups deny charges that they 

cb are backed by the government or the 

"ruling party, though both APF head Shu 


Tseng-tsung and PS leader Chung Shu- 


nan are T members. 


“The KMT has been making ol 
.L many concessions to the DPP,” said | 
Shu; who until two years ago had alead- | 


ing position in the pro-KMT Hong 


i -Kong Times and now works for a party- | 


.| owned publishing company in Taipei. 


;.| "While we still have martial law, there | 
is no reason the government. should. 


| tolerate their lawless activities,” 
E said. | 


(A remarkable feature of Taiwan’ S 


| ‘political development up to now has 


been the relative moderation of political - 


conflict. Even the most. radical op- 


positionists are mostly backers of West- 
ern-style democracy, though many may 


favour an independent Taiwan. The 
KMT leadership, for its part, has gener- 


ally exercised restraint in its handling of . 


.| an increasingly vocal and demanding 
.| DPP, choosing for the most part to ig- 
| nore. old guard demands for a harder 

. | lineagainst the opposition. 

Te But with the appearance of the Right 

‘on the political scene and its attempts to 


| establish itself as a force to be reckoned 


some violence has resulted al- 







s d on 12 Fane, when some. 100-200 


in dealing with the opposi-. 
sore detupnistratións against new 


paving the way for the lifting | 


The worst incident so far occur- : 






APF and PS supporters organised a 
counter-rally at the Legislative Yuan at 
the same time as a DPP-sponsored dém- 
Oonstration against the proposed Na- 
tional Security Law, which crew more 
than 2,000 supporters. 

"Although conflicting cams are 
being made. as to how the violence 
started, numerous witnesses said it 
began around noon that day when a few 
meribers of the rightist contingent — - 
who were congregating under a banner 
proclaiming their determination to 
"suppress" the DPP — broke through a 
police line separating the two groups, 
wielding broker-off flagpoles as clubs. 

Several peorle on both sides were in- 
jured in clashes that followed, though 
none seriously. Intermittent : confronta- 
tions i continuing into bx early morning 
Crile TIMCSNEWO WEEXLY 





















































| indluded Pace and er Gees bemi 
«flung in both directions. 


ous, it shocked a public which values 
highly the social peace generaliy pre- 
vailing in Taiwan. | 





"Phe governm ent- ana quickly to 
A capitalise on the public discontent 
over the political unrest and also the 
day-long traffic jams in central Taipei 
that resulted when thousands of riot- 
gear-equipped police cordoned off the. 
district including the presidential palace 
and Legislative Yuan. TV news broad- 
casts and commentators, which usually 
toe the officia. line more closely than 
the print media, generally depicted the 
DPP as having instigatcd the trouble. 
The Taipei pisce. effice: sum- 





tive Yuan turnei 


parts of the governmen 


| yuan, Kuo Chun-t 
them and receive a natio al 


accusing: e party' slender c of 


Although the violence was not seri- |t 


"Ried pressure reu the oven ien 
| avoid a confrontation with the DP 


bers, is the “8 September Comrades So 
ciety,” formed after an attempt to be- 





| hotel on CPICIDO 1979.0 





that day — to api ear f 
23 and 20 June respecti 

of disturbing public order an 
ing the conduct of official dutie: 
to follow, according to a high £0 
ment official, Local press: 
ing police sources, said more 
other people. might also be bro i 
fore the courts.” = 

"The demon 

































coup for the governmen ; 
chi, a former KMT legislato 
publishes the independent 4 
Thunder weekly. “With the- 
taking on the job of confron 
DPP, the KMT was able to rise 










the warring factions. and main 
public order," said Lei. o 
The impression tha 











the rightists was strength 
scene at the Legislative Yuai 
June. While opposition support 
kept outside the police cordon 
the building, the APF and. 
strators were allowed to. goinal 
the building freely. At one p: 
KMT deputy secretary-genera of 

n rged t 












gift. 3 
The rightists' activities tha i 
= a series. of actions doring he pas 
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A number of the leading individua 
in the APF and PS have been active in 
rightwing politics for years. In 1979, a 
group which formed around Chi Feng 
magazine — including Shu — were in- - 
volved in a series of attacks on opposi- 
tion meetings and offices, according to. 
DPP and independent sources. One of 
the sub-groups making up the APF, 
which now claims a total of 1,400 mem 


siege Oppositionists meeting in a Taipei 
| a 
.-. "d 


e- te — 
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Lingering Libyans 


Lini asks Australia for proof of foreign subversion 


By Tom Lansner in Port Vila 


he immediate and controversial fu- 

ture of Libyans in Vanuatu will be 
decided at the annual congress of the 
ruling Vanua'aku Party later this 
month, Prime Minister Walter Lini said 
in Port Vila on 17 June. And Lini and 
other sources have said that there was 
no doubt that the presence of Libyans, 
or at least the perception of their pre- 


«ence by Western governments and 


media, had affected the economy and 


= |@would seriously affect the country's fu- 


ture. 

Vanuatu is the only Pacific island na- 
tion which is a member of the Non- 
Aligned Movement. Its anti-nuclear 
Stance and diplomatic relations with 
Cuba prompted Western ire shortly 
after the new republic emerged in 1980, 
following 75 years of colonial rule as the 
Anglo-French condominium of the New 


Hebrides. 


A one-year agreement with the 


E. - Soviet Union netting the Soviets fishing 

| rights and Vanuatu US$1.5 million an- 
— | mually, begun in February, raised storm 
n si 


als among the Western nations 
which provide nearly all Vanuatu’s 
trade, aid, tourism and investment. The 


permission for Libya to open a People's 
Bureau in Port Vile, which in April was 
reported to »e pencing, set off a further 
flurry of dip.omaticand media interest. 

US State Depar ment troubleshoot- 
er Vernon Walters arrived on 27 April, 
a day after two Libyan diplomats who 
seemed set to oper their mission. The 
Australian press, especially, quoting 
unnamed Canberra intelligence sources, 
railed against Libyan ruler Moammar 
Gaddafi's allegedly grand and evil de- 
sign on the Pacific in which Vanuatu 
figured prcminenty. Charges made 
against Libva include arms smuggling 
through Vanuatu tc Kanak militants in 
French-ruled New Caledonia and 

uerillas in the Indonesian province of 
rian Jaya. 

On 6 June, Limi told parliament 
there would be an indefinite delay in 
the opening of a L byan mission. And 
in an interview at his residence in Port 
Vila, the capital, oa 17 June, Lini said 
Australia hed beer asked to come up 
with hard evidence »f Libyan activities, 
which woud be conveyed to the 
Vanua'aku Party Congress, from 21-27 
June. 


FOREIGN RELATIONS 


By Salamat Ali in Bew Delhi 


Taking on big brother 


Ene Aslam Asocia Ée 
again skirted amound a sensitive re- 


troversial areas ef mutual 
at their 18-19 Jane meeting in New 
Delhi. But the dark shadow of the re- 
cise dic A MA 
peninsula Gver the meeting. 
Therelund toe e of the 
meeting was not what was sa , 
but what was im the of 
Saarc itself. Fo the first time in a 
prwrlbuno donar India. 
y at 
The Indian arlift, which Sri Lanka 
considered a violation of its sovereign- 
ty, had raised th of an indefi- 
nite postponement of the meeting. In 
the event, the meeting was saved by 
some last-minute diplomatic consulta- 
tions. But it was aot 2 coincidence that 
all of India’s six Saarc re- 








“We want to inform A. part sup- 
porters whether the Australians camé 
up with the proof, so our people will 
know right down to tHe grassroots level 
whether the allegations which have 
been made are proven to be true," Lini 
said. He added that after finding Out 
whether there was proof that Libyans 
had been smuggling arms to Vanuatu, 
"then we decide whether we open the 
People's Bureau or we indefinitely stop 
its opening." 





B: tarred with the Gaddafi brush 
is already causing Vanuatu to feel 
the pinch. With its 135,000 people 
mostly engaged in subsistence farming, 
it hopes to pare a 1986 trade deficit of 
Vatu 4.59 billion (US$42.8 million) by 
attracting tourists to picture-postcard 
south sea beaches, and investors to an 
equally idyllic tax haven. 

"[Vanuatu-Libya] Relations [as re- 
flected] through the press are wildly out 
of line with official government-to-gov- 
ernment relations," a senior Western 
diplomat in Port Vila said. Lini also ex- 
pressed serious concern over the impact 
of foreign media reports. 

“I think it has been very harmful to 
Vanuatu and we are concerned abaut 
the effect it has," said Lini. "I think it 
has harmed our finance centre and it has 
harmed our tourist industry." 

Vanuatu tourism has benefited 
slightly from the May army coup in Suva 
which diverted some Fiji-bound tourists 
and pushed Vanuatu off the Australa- 


sovereignty and non-interference in 
the internal affairs of other states. 
And to e his concern, Sri 
Lankan F Minister A. C. S. 
Hameed conven- 


Ga a realan 
tion on the conduct of inter-state rela- 


ed with in, or en- 

co to, acts directed 
the sovereignty, and int of 
: , the left 



















































prime trouble-spot. ut foreign: 8 
and trusts, which total over r USA bil- 
lion in Vanuatu‘domiciled assets and 
provide about 10% of the country’s 
~GQP in various: government-imposed 
fees, are not faring as well. 

“Our rate of growth has slowéd 
down with the present convergence of 
the Russian fishing agreement and the 
Libyan scare,” said Thomas Bayer, the 
American chief executive officer. of 

- Pacific International Trust Co. “New 
business is very difficult. If you're look- 
ing for a financial centre and your ad- 
viser says one of. your choices is 

.| Vanuatu, you’ say ‘Oh no, I've heard 
i of that place’. | 
"an < Financial ai 









ysis said considefabls 





B iu ids had. moved to Hongkong and 


| Singapore over the past months as a 
| sign of investor unease. Another gov- 
ernment revenue spinner, registration 
of foreign shipping under the Vanuatu 

- flag of convenience, had also been af- 
fected, the analysts ‘said. Several ship- 
owners who had been expected to add 
their carriers to the 53 already earn- 
ing Vanuatu US$2.7 million annual- 
ly, were said toe be reconsider- 


ing. 


economic policies which remain unam- 
biguously laissez faire. "Telecommunica- 
tions, transport, utilities and banking 
are all privately owned and managed. 











































The government’ s anti-colonial and 
anti-nuclear rhetoric tend to obscure. 


The country’s guarantees of secrecy of 


é | th the World. 


A Libyan diplomat, Taher Masi: 


ds at present keeping a very low profile, 


ruefully that even emergenty relief aid, 


in apparent hores of gaining a second 
one-month exteasion of his teurist visa 
set to expire on 26 June. * 
However, the direct Libyan. connec- 
tion so far is minimal. No funcs have ar- 
rived from Tripoli yet, Lini said, adding 





promised after a severe cyclone bat- 
tered Vanuatu m Februar f had failed 
to materialise. Several major projects 
have been discussed but the’only assist- 
ance thus far was some form of security 
training, thought to be basiobe 

ing skills;given: VW 
Party workers in Tripoli last year. 

But in fact, the prime minister's 
bodyguards ave Australian-trained 
members of the’ Police Special Branch. 
A captain of the New Zealend Army 
Corp of Engineers supervises the 








‘paramilitary Vanuatu Mobile Force 


(VMF) in civil works. And a British- 
trained Fijian bendmaster daily leads 29 
of the 205 strong VMF in practising vari- 
ous musical numbers, Anciüding God 
Save the Queen. | 

"Vanuatu is aot full of Cubans, Van- 
uatu is not full of Libyans, Vanuatu is 


. not full of Russ: ans, as some media has 


been able to portray to the average man 
in the street. Vanuatu is a Christian 
country, and. a truly democratic coun- 


try," said Lini. points few who have 


visited Vanuatu would challenge. 





unity face problems 


| by their colleagues inside the hou 


| newsmen in parliament's cafeteria. 


| en for the time being to ignore the 19- 


with the non-parliamentary opposition 


“| the present system of government. 


..] in parliament's proceedings, the POG's 
—] boycott has failed to significantly em- - 
| barrass the PML. Prime Minister Mo- 
| hammad Khan Junejo gained public sup- 


`] and withdraw unpopular new taxes. 


| ment, was presented as an indication of - 
| the government's responsiveness to 






Half-hearted - 
alliance 


Plans for opposition 


By Husain Haqqani in Islamabad 


fe oloving an opposition boycott, th 
current budget session of the n: 
tional assembly has become a tame a 
fair. A handful of independents. a 
MPs from the ruling Pakistan Mus 
League (PML) sit through dull 


while the opposition holds court: 


Even as the government is negotia! 
ing with some opposition MPs seekin 
their return to the budget sess 
cthers have begun to forge an allian 
with opposition parties not rep 
in the parliament. Twelve MPs o 
crthodox Jamaat-e-Islami walked« 
the assembly at the beginning o 
budget session, protesting against 
government’s hesitation in impleme 
ing Islamic laws. Talks with the Jam 
have focused on accepting an amended 
version of the Islamic legislation. 

However, the government has chos- 





member secular Parliamentary Opposi- : 
tion Group (POG) which is involved in 
forming a broad-based anti-government 
alliance and which boycotted the assem- 
bly soon after the budget was presented 
POG leader Fakhar Imam first con 
cemned the original budget proposal 
for increasing the nation’s tax burden 
and later protested that major revisions 
Cf the proposals were unconstitutional. - 

. The POG wants the government to 
seek a fresh vote of confidence after re 
vising the budget because it main 
that the volte face on tax propos 
amounted to an admission of defea 
he original budget. PML me iber 
the POG is only trying to gain credi 



























while blackmailing the government at 
the same time. A prolonged opposition 
boycott of parliament would benefit op- 
position parties outside the house, pap- 
viding ammunition for their attacks on 






Despite diminishing public interest - 


port by his decision to revise the budget 
The unprecedented revision of the 
budget, within a week of its announce- 


mass sentiment. “The original budget 
was base on hard economic realities. 











- s M 32 
»vised proposals reflect politi- 
cal factors," declared Finance Minister 
Yasin Khan Wattoo, who has been 
widely blamed by PML leaders for fail- 
ing to anticipate the negative reaction to 
his budget. While Junejo has retained 
Wattoo as finance minister, allowing 
him to present the revised version of his 
own budget, a change at the Finance 
Ministry is imminent. 

When Wattoo first presented the 
budget on 4 June, it included some of 
the heaviest taxation in recent Pakistani 
history. A new defence surcharge on in- 
come and corporate tax as well as on im- 
ports and local manufactures provoked 
most protests, leading to riots in 
Karachi and general strikes in other 
«ommercial centres. Junejo withdrew 
te defence tax as weli as levies on most 
“consumer goods and announced a set of 

austerity measures to cut the budget def- 

icit. Government economists admitted 
in private that these measures might not 


INDIA 


be enough, and further revisions to the 
budget could become necessary. 

As the Budgetary drama was being 
pu out in pariament, opposition 
eaders started consultations for an all- 
pany conference, aimed at creating a 

road-basec alliance against the gov- 
ernment. Leaders within the 11-party 
Opposition elliance the Movement for 
Restoration of Democracy (MRD), 
have for some time recognised the need 
for collaborating wih other parties. Re- 
sentment over the cominant role of Be- 
nazir Bhutto’s Pakistan People’s Party 
(PPP) within the MRD has so far kept 
several grouss away from the alliance. 

A softemng of Bhutto's stance to- 
wards other parties. and the realisation 
that the opposition was losing time in its 
struggle for an early general election, 
set the stage for recent negotiations. Al- 
though man" politicians have agreed to 
attend a conference. differences over its 


agenda have cropped up. 





Hounded out of Haryana 


Gandhi's hold in the Hindi heartland shrinks 


By Salamat Ali in New Delhi 


"d stunning defeat of Prime Minister 
Rajiv Gandhi's Congress party in 
the Haryana state election on 18 June 
could be a harbinger of upheavals in In- 
dian politics. Although the rout does 
not mean there is a major revolt against 
Gandhi in the Hindi-speaking heart- 
land, of which Haryana is a part, there is 
little doubt that he is faced with a seri- 
ous crisis, which in turn could bring in to 
question his ability to govern the coun- 
try effectively. 

The alarmist predictions in the oppo- 
sition camp range from an open split in 
the Congress to the possibility of the im- 

sition of emergency rule by a be- 

eaguered prime minister. On his part, 
Gandhi has maintained his cool and has 
not conceded anything more than a 
need for stock-taking to revamp the 
party's battered image. 

Predictably, several opposition stal- 
warts have called for Gandhi's resigna- 
tion and a mid-term general election, 
claiming the prime minister had lost the 
moral mandate to govern. However, 
Gandhi's position is not immediately in 
danger as his party has an overwhelming 
majority in parliament and the next gen- 
eral election is not due until the end of 
1989. 

Although the opposition itself is 
hopelessly divided and cannot provide a 
credible alternative to the Congress, its 
clamour has gained momentum due to a 
combination of events which have 
proved unfavourabie to Gandhi. With 
some success, Gandhi's critics have 
painged hifh as India's ‘#hampion 

æ . 
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loser." Since an umprecedented land- 
slide victory n the December 1984 gen- 
eral election, Ganchi's party has not 
won any of the state polis. Eleven of 25 
Indian states are now ruled by opposi- 


tion parties. The defeats before 
Haryana were no: considered very 
significant because these came from 
non-Hindi areas amd it is the Hindi 
heartland which has a dominant say in 
national politics. 

While the Congress was not totally 
unprepared for a possible defeat in 
Haryana, it was stunned by the scale of 
its rejection by the voters. Apart froma 





A major issue aividin’ the oppC>i- 
tion is the question of accepting the offi- 
cial regulations for A ayes of politi- 
cal parties. The PPP and other leftwing 
parties, fearful that the regulations 
would be used against them, have called 
for their revocation. But some opposi- 
tion parties have already registered 
themselves in the hope of early elections 
even with the restrictive conditions. 





A’ one opposition leader put it: “We 
have failed to bring the government 
down through agitation so we must ac- 
cept realities and try beating it at elec- 
tions. Our ability to force the regime’s 
hand is limited, so there’s no point in 
wasting energy on trying to change elec- 
toral laws or threatening to boycott 
elections if our conditions are not met.” 
Despite her hard line on the registration 
question, Bhutto recently indicated 
some willingness to accept the post- 
martial law civilian order. She attended 


solitary minister in the outgoing state 
cabinet who won because of the loyalty 
of his Meo tribesmen, the entire 
Haryana cabinet including its chief 
minister, Bansi Lal, was defeated. 
Bansi Lal, a former Indian defence 
minister, was sent to Haryana about a 
year ago to prepare for the elections. He 
was returned by an overwhelm- 
ing margin to the state assembly 
in a by-election. 

Considered a leader of the 
Jat caste which dominates 
Haryana, Bansi Lal was op- 

sed in the latest election by 

evi Lal, another former chief 
minister and fellow Jat. Devi 
Lal, who heads the Lok Dal 
party, entered into an electoral 
alliance with the Bharatiya 
Janata Party. The alliance bag- 
ged 80% of the seats, with 
Lok Dal itself securing a two- 
thirds majority or 87 seats. Con- 
ress’ poor showing, with a mere 
ive wins, forcefully endorsed 
Devi Lal's earlier claim that 
there was an anti-Congress wave 
in the state. 
3 jg» Congress has argued with 
some justification that the 
Haryana election was fought on 
local, not national, issues. Gandhi has 
conceded his party lost contact with 
rural masses who form the overwhelm- 
ing majority of the electorate. The Con- 
gress did try to woo Hindu-majority 
Haryana which has ougstanding prob- 
lems with the neighbouring Sikh-major- 
ity Punjab. The communal Sikh regime 
in Punjab was dismissed in May and 
New Delhi promised a fair deal to 
Haryana in its land and water dis- | 






























pulos with Punjab. But Devi Lal |f 


ept debunking New Delhi's promises, 
which have not been kept in, the 
past. 
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could serve as «à stepping stone for 
genuine democracy. 

But Imam and Bhutto acknowledged 
thêir differences during their speeches 
at the dinner and there were no prom- 
ises of future cooperation. Sources said 
Bhutto agreed to talk to the POG only 
| to confirm her willingness to search for 


new allies, while the POG invited her as : 


| part of a strategy to link up with opposi- 

A tion forces outside: parliament. (| 
4 - Opposition MPs expressed disap- 
pointment at Bhutto's reluctance to ac- 
Knowledge ier late father's mistakes, an 
ch ept many government 


























een Zia- ul ae in the eal 





. "What. a ied Devi [ 
Lal most were the “loan 
fairs" — organised by the | 
Cpngress, with bank offi- 
cials in. tow — at which | 
ministers went about 

| granting loans to peasants” 
and jobless workers. from 
nationalised: banks. In a. 
clever twist to such. poli 
tics of patronage, Dev 
Lal promised that upon. 
election he would write 
Off all small loans. d 

first announcement — 
chief minister related: DA 
suspending the recovery 
of all loans below Rs 
20 ,000 (US$1,562). 
“Devi Lal also prom- 
ised a drive against cor- 
ruption in government, a pledge which 
was a swipe against the Gandhi regime, 


which has been subject to allegations of |. 


large kickbacks involving arms pur- 

chases from abroad. Although there is 

no evidence that Gandhi has been per- 

sonally involved in these scandals, every 

| new disclosure brings his. government 
. into disrepute. ! 

Another immediate. worry. for Gan- 
dhi relates to former defence ‘minister 
V. P. Singh. After his ouster from the 
cabinet in April, Singh has been touring 

| Uttar Pradesh and Bihar — two of 
. India's most populous states — to nurse 
his image as. India’s foremost cam- 
paigner for honesty in public life and 
underscore his fvailability as an alterna- 
tive to Gandhi as and when a strong sec- 


“| tion. of Congressmen rise in revolt. 


against, the present order. 
. Both Singh and Gandhi have been 
careful so far in. not describing the other 
as an adversary. On the surface, Gandhi 







j yaRy. to the. Congress and the.leader- 
hi 






$ a by the Wat UO Hy Bivec 
| leader and Said the present parliament | laborators of the regime which executed 


from ae bi some did : 


Os ehe they. a sup- 
ay prestigious livestock farny 


k || her own right, has been cancelled. 


| sidelined since his rise to 


| growing - 


thas Siccepted Singh’s. protestations of 






er. But the 'on- 


her father. 

Not surprisingly, the government 
does not look upon the prospect of 
greater opposition unity with favour. 


Minister for Local Government Iqbal 
: Ahmed Khan, who is also secretary- 


general of the PML, said: "Negative al- 
liances have never augured well for the 
country. When parties ge: together 


without a common platform, with bring- 
ing down the government as. their only ` 


goal, they. invariably invite martial 


law." 


ernment has started punishing them for 


their activities by hitting them economi- | 
| cally. Opposition MP Javed Hashmi has 


been presented with an unusually large 
income-tax demand while the lease on a 
owned by 





z | Imam’s wife Abida Husain, an MP in 


] n | 


two states have kept their 
. d&tance from Singh and 
even. obstructed his ga- 
i therings. 

Singh’s recent activities 
have gained significance 


asmall sectiowof the party 
wants a change in leader- 
skip, a much bigger group 
favours the status quo 
under Gandhi. and the 
vast majority remain un- 
committed, 
ing which way the tide 
turns. Chastened by re- 
seated setbacks, 
has moved to change his 
style and has begun woo- 
ing the party' s eld guard, whe had been 
After widening his circle of advisers, 
Gandhi has received conflicting coun- 
sel. Some want him to sHow firmness 
and not yield. Cithers want him to dump 


















his cronies, hand over the Congress 
| leadership to a trusted and capable 
leader, and sack some members. of his | 
cabinet. 


But all the difficulties hei is facing do 





most political analysts agree that the 
image of 
coupled with intensified intrigues within 
the party, can persuade Congressmen 
to begin looking for possible alterna- 


tives. 


Pressure.is aiso mounting on Gandhi 


to rehabilitate Singh either as chief 
minister of Utter Pradesh or in the cen- | 


tral cabinet itself.. But bringing back 
Singh so soon after sacking him could 


only strengthen a rival centre of power | 


in the party. 


Members. of the POG claim the gov- 


gress.governments in the | 


because of an emerging 
. rift in the Congressranks: - 


while watch- 


Gandhi 


his inadequacies | 


Press law 





| not add up to ar immediate threat to his - 
¿position as prime minister. 
| credible alternative to him insight. But 


There is no | 


i vided for a final recourse in court. 


| who feel they represent the government 





senate changes to a printing bil 


eration of Thailand (JFT), an 


neither the government, equipped as 














hits impasse - 


Journalists are dismayed by 







By Paisal Sricharatchanya in Bangkok 


F? a time, Thailand's print-me 
| journalists thought they woul 
nally — after 15 years of debate — ge 
press law that would ensure pres: fr 
dom, though with a heavy dose. 
regulation. The House of Rep 
tives passed the Printing Bill whic 
acceptable to the journalists and th 
was then sent to the senate. The senal 
approved the House draft but not bi 
fore making 37 major alterations... 
The new version is widely seen 
oressmen here as more threa Ig 
press freedom than the existing syst 
This prompted a strong statement 
condemnation from the Journalists Fe: 



























organisation of various press 
tions. S 
A joint House-senate scrutinisat 
committee — which includes press en 
— will debate the new draft 
larly the controversial chang 
the senate's administration s 
tee. The joint committee's findings will 
be submitted to the House for final 
sideration and, if the House cann 
sufficient unity on the issue it can 
ride the senate version and re-instate it ts 
original draft with a majority vote. — 
. Since the current parliamentary ses- 
sion is due to recess soon, further delib- 
erations are likely to be delayed until 
the House reconvenes in September. . 
. At stake is the question of who 
should control the press. Pressm 
argue that under the existing systen 






























































is with various laws relating the. 
nor Thailand’s many press associations, 
with no legal authority, can effective 
rid the profession of what they view. as 
unscrupulous elements. . 

So their solution, incorporated in 
House's original draft, was to create 
powerful, journalists-domi ated prè 
council to- exercise self-regulation 
(REVIEW, 21 May). It would not only be 
authorised to penalise members for 
breaches of journalistic ethics but could 
also overturn decisions by government 
press officers on such sensitive matters - 
as newspaper closures. The draft pro- - 





















But the government-controlled se- 
nate was not prepared to part. with the - 
state's power. “The majority of senators : 
are civil servants [and military officers] 









er more than tae people or - 
groups. So they want State * 
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` draft, in a recent newspaper interview. 
That part of the House draft which 

authorised the press council to overturn 

press officers’ decisions-was deleted in 


provision allowing editors and pub- 
lishers to seek redress in such matters 
directly in the courts. Other provisions 
` relating to the proposed new press 
 council's control over ethical matters 
and a provision allowing newspapers to 
have a "reserve editor" to carry on pub- 
lication should an editor-in-chief's li- 
nce be revoked remain. 

“This is fine, except that if the gov- 
jnment is unwilling to give us the 
ower, it should not be represented at 
ll in the council," commented a senior 
'hai editor who pointed to the example 
f the Lawyers' Council, which includes 
government representatives. The 
se draft called for a 21-member 
ouncil, comprising 15 elected jour- 
alists, three government members and 
hree "qualified" neutral members. 





pete: the most contentious se- 
^ mate-inspired change to the House 
draft was an addition to Article 36 that 
uld authorise all “concerned govern- 
ment agencies” to order newspapers to 
publish their denials or corrections. 
inder the present system, government 
omplaints against inaccurate reporting 
€ screened by the government's press 
officers — or, in the case of Bangkok, 
the national police chief — or by gover- 
. nors of upcountry provinces. Only these 
officials are currently authorised to order 
publication of denials and corrections. 
-The senior Thai editor said: “There 
; no standard on what constitutes inac- 
curate reporting. An opinion which 
does not conform with the official line 
can often be taken as an inaccuracy. [If 
he senate version passes], we would prob- 
ably end up havingtocope with a flood of 
uch orders from various agencies." 
^ The JFT statement took issue with 
another senate amendment that would 
exempt any government newspaper 
from the law. Pressmen oppose the idea 
of a government newspaper. No such 
newspaper exists today. KE 

~ "Also coming under JFT criticism is a 
sfhate addition to Article 39, which 
would authorise government censorship 
during a state of emergency or war. The 
JFT argues that the power of censorship 
is adequately provided for under several 
other laws. > 2 z 
. Another critical sh of contention 
rests with a senate change to the House 
draft that would bar any newspaper 
editor whose licence had been revoked 
by a government press officer from ever 
re-applying for his job. “Since the editor 
faulted by the press officer is not in- 
“dicted by a court, this is a serious breach 
of our basic freedoms,” »the JFT 

utl » e 

said. — | ü 
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power to control the press, as in the 
past,” said Supatra Masdit, a Democrat 
MP and strong supporter of the House . 


the senate version. In its place was a. 


crowds estimated at 150,000 in || 
the Central Java towns of Pur- 


INDONESIA 


Megawati power 


Sukarno's daughter shows great crowd appeal - 


By Shim Jae Hoon in Jakarta 

Af hen leaders of :he Indonesian 
: Democratic Party (PDI) recruited 
Megawati Sakarnoputr: as a registered 


 campaigner for the 22 April general 


election, they could scarcely have 
realised the explosive potential of the 
late presideat Sukarno's eldest daught- 
er. In the end both the virtually un- 


known 46-year-old housewife and her | : al ba 
Sukarnoism — that its success ironically 


husband, Scuth Sumatran businessman 
Taufik Karmes, had won seats in | 
parliament, making them a rare 
couple in politics. > E 
Megawati shook PDI's com- 
placency even before the voting 
had startec. Stumpiag in the 
Central Java region, where she 
was listed in third place on PDI's 
candidacy roster, she fought a 
formidable campaign, swaying 
tens of thousands of people. 
Shouting “Hidup Burg Karno!" 
(Long live Sukarno!) from Java 
to Bali, her appearances drew 


wokerto and Banyumes, where 
some of the largest campaign ral- 
lies were hed. 

While the response stemmed | 
clearly from the magic of j| 
Sukarno's name rather than her | 
own charm and charisma (she 
bears a striking resemolance of 








her father), few disputed it was 
Megawati who had revitalised the 
Sukarno myth, even among younger 
generations who barely know her 
father. The result was a jump in PDI's 


| parliamentary strength from 24 seats 


under the old house to 40. Indeed, PDI 
surged so strongly in Jakarta and else- 
where in Java — the traditional base of 
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^ her hard-won seat. 
Despite President Suharto’s formal 
rehabilitation of her father last 
~N@ember by posthumously awarding 
him the title of “Independence Pro- 
claimer"- (REVIEW, 11 Dec. '86), 
| Megawati's emergence was indirectly 
i clouded by official wariness of the le- 
| gacy of Sukarno’s Left-leaning 
nationalism. In addition, in the course 
| of noisy campaigns, she had unleashed a 
new electoral trend — that of young vot- 
ers taking advantage of Sukarno por- 
traits as. an indirect way of demanding 
s chang - from the ruling Golkar group. 





T 'or many weeks following the voting, 
.|.W uncertainty governed her political 
Et pros pects as the PDI leadership main- 
|. tained a studious silence as to whether 
| she would really claim her seat. Under 
ll Indonesian | law, 
| paigner can stand for and then decide 








not to claim, a seat. Megawati could | 


have chosen the latter course, had pres- 


sure really been put on her from official | 


quarters. 


However, ont the eve of the 17 J une | 
deadline, Megawati filled out the offi- 


-ctal application form to stake a claim 


not only for a seat in the newly consti-. 
some. 
analysts believe; laying the ground for 


 tuted parliament, but also, 
becoming a symbol of “Youth Power" 
within the party. . 

- But while Megawati has risen on the 


back of the youthful wave for change, . 
how successfully she can use such a | 
. catalyst in the future to reach.a higher- | 





plateau of political leadership remains 


unclear. While PDI officials are well. 





aware of the value of Sukarno's 
charisma as a campaign commodity, 





ment might* orce e Megawati to givé up 


creation, 


a registered cam- | said PDI 







and National | 


they are realistic enough to perceive the 
phenomenon as a one-shot affair — at 


. the bottom, it reflected more a demand 


for change rather than endorsement of 
Sukarno's Old Order. “She was a media 
" said one party official, ex- 
plaining her sudden popularity. 

Where PDI is concerned, therefore, 
Megawati will find herself far from 
basking in the ^ party's boundless 
gratitude. While the public relations 
spotlight will remain focused cn her, she 


will find barriers within the party even. 


tougher than she has already perceived. 
Alarmed by her campaign perform- 
ance, top leaders are at pains to dis- 
count her chance of acquiring a signifi- 
cant degree of influence in the party's 
decision-making circles. “Some people 


| think [party chairman] Suryadi is scared 


of Megawati, but that's not true at all," 
Secretary-genemal Nico 
Daryanto. 





| 
| 
| 





Nor is she likely to be permitted to | 
use her legislative spring-board to attain | 


what has eluded her family.fer so long 


| — restoration of Sukarno's fuil honour, 
“tarnished as it is by controversy in his | 


later years wher he plunged indonesia | 





; “Megawati is a very -disciplin- 





into. unbridled. social and economic 


In the end, ‘parliament had stripped 
him of his titles of President for Life 
: dero. When asked whe- 
| ther Megawati zs a member of parlia- 
| ment might demand a review of Suk- 
| arno's records, a ranking. pa ty figure | 
said: i 
ed figure; she will consider the in- | 
terests of her pariy, above these of her 
f family.” 


| these account for some 1.2 million po- 
| tribution. 


| ment to start with the other lands under 







«i mates of value, rather than that of gov- 
.| ernment assessors. The cost to farmer 


^| b ity." 


PHILIPPINES 


suggest, would be to expand into sugar: 
' and coconut areas later. ! 


| into sugar and coconut areas is “reall 


called cronies of former president Fer 


| in the prices of sugar and coconut pr& 
| ducts on the world market are also a 
| factor in the landowners’ reluctance 
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Landowners resist ^% 
Aquino's programme 


Ey Jose Galang in Manila 


| n response to criticism from home and 
abroad — including the World Bank. 
— the Philippine Government has mad: 
a number of refinements to its land-r 
form proposals and is still in two min 
about giving it the go-ahead. — 

With a World Bank mission due 
Manila in late June to review the late 
craft after having made known its view: 
cn the original, President Corazon 
Aquino publicly admitted on 20 Juni 
taat she was having difficulty in makin: 
up her mind on me final form of the pro 
posals.. 

She remained undecided whethe 
sie would sign a decree to launch the 
programme or let the new congr S 
enact the neeana EDIORON after itcon 
venes on 27 July. s 

Current debate centres on the incl : 
son of sugar and coconut lands. This. 
phase of the programme would cover 
about 1.5 million ha of haciendas anc 
620,000 ha of tenanted land. Togethe: 


tential beneficiaries under land redis- 
Many [ati doors urge the — 


the programme — rice and corn farms; ` 
expropriated, foreclosed, sequestered " 
or volunteered lands, and lands in the. 
public domain. The next step, they: 


Economic Planning Secretary Solita | 
Monsod, however, agreeing with the 
World: Bank, says that the expansion 











the heart ef this land reform program 
me." However, landowners in these 
sectors are the most politicised, afte 
having been under the control of so 





















nand Marcos. Recent improvement: 











to see thet land redistributed at thi: 
time. : 
Under the latest draft of the propo- 
sals, fixing of "just compensation" for 
lendowners will be based on their esti- | 












beneficiaries will be based on "afforda- 














Painful prescription ! 


. World Bank urges quick and radical land reform 
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By Nayan Chanda in Washington 
“he World Bank, very often criticised 
x by leftists as the guardian of vested 
H- e interest, has produced a confidential re- 
port urging the Philippine Government 
to abandon its gradualist approach to 
i land reform which effectively favours 
, landlords and quickly implement a pro- 
gramme to help the landless and poor. 
The report says that while a slow pace of 
reform will prolong the instability in 
large parts of the country, its rapid and 
successful implementation on the other 
hand, could help reduce defence expen- 
diture. 

The draft report on agrarian issues in 
the Philippines, marked “strictly confi- 
dential," was prepared as a review of 
the Philippine Government's Acceler- 
ated Land Reform Programme (ALRP) 
by a World Bank team at Manila's re- 

uest. Bank officials were concerned 
that premature disclosure of a report on 
such a sensitive political issue could 
complicate its implementation. There 
was some speculation that the report 
may have been leaked by vested in- 
terests in the Philippines; the REVIEW 
obtained a copy of the report from Wal- 
den Bello and Joe Collins of the Insti- 
tute for Food and Development Policy 

| in San Francisco. 
The report is sharply critical of the 
land reform undertaken under the Mar- 
cos regime and warns Manila that “the 





[new] programme be undertaken as 

i swiftly as possible . . . and the im- 
E plementation not be allowed to drag out 
[+> as was the case under previous land re- 
h form programmes.” Inevitably, land re- 
—  ] form is a wrenching experience for a 

y country and results had to be achieved 
E once and for all, the report said. The 
be World Bank has presented 10 measures 


to be taken by the government. The 

most important are: 

» Impose a ceiling of 7 ha for all private 

3 lands and immediately ban all sale and 

n transfer of land above the ceiling: 

i » The government should expropriate 

E land and distribute it to tenants and 

farm workers. 

> All lands including sugar and coconut 

plantations should be brought under the 

programme simultaneously. 

- » Use the value declared by a land- 
lord for tax purposes for the basis 
of compensations for expropriated 

e land. 

. » Substitute one-time up-front pay- 
ment of P600 (US$30) per beneficiary 
for the 30-year amortisation payment 

° proposed by the ALRP. 

> The ALRP draft envisages phased 


implementation of land reform, which 

in effect would start with redistribution 

of land under rice and corn and would 
Mm.) dcaV* redistribution -of Sugar and 
- "X * 
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coconut plartations amd other impor- 
tant farms until the last pnase of the pro- 
gramme ending in 1992. 

The bank repor warns that such 
limitations "are like! y to become poten- 
tial loopholes” — -aising legal issues 
such as whether a particular piece of 
land is covered by the crop category. 
The report also says thatthe proposal to 
phase in the retention limits in three 
successive steps from 100 ha in 1989 to 
25 ha in 1992 would enable landowners 
to sell off or disperse their land before it 
was affected. 

“Such an outcome,” the bank warns, 
“would virtually preclude any genuine 
and orderly reform in the Philippines in 
the foreseeable future." The report re- 
commends that a uniform ceiling of 7 ha 
rather than the proposed 24.9 ha be set 
on all types of land and that measures be 





undertaken immediately to ban the sell- 
ing or dispersal of excess land. 


T report points out that one rea- 
son for the failure of the 1972 land- 
reform programme was that it was seen 
as a transaction between the landowner 
and the beneficiary. In practice, the law 
helped to maintain tenants’ dependence 
on the land ords. ^he bank now says 
that “the landowner-beneficiary nexus 
Should be broken” and the reform pro- 
gramme should be two independent 
transactions. one involving expropria- 
tion of land by the state from the land- 
owner and z second one involving dis- 
tribution o^ land by the state to 
beneficiaries. The -ffect of this move 
would be to snap ary feudal ties or con- 
tinuing financial Gependence on the 
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part of the tenant, and could thus. 
mean a radical change in the country- 
side. . 

The World Bank report warns 
against a “just compensation” scheme 
drawn up by the government that fe- 
quires subjective interpretation and 
could be used by landowners to their ad- 
vantage. Instead the bank proposes that 
a simple “mechanical” formula in deter- 
mining the just compensation — the 
value of land as declared by owner or as- 
sessed for tax purposes, whichever is 
lower — should be used. 

On the question of payment to be 
made by beneficiaries for land titles 
they receive, the bank offers, in its own 
words, *a seemingly radical departure." 
Under the ALRP provision, recipients 
of land are expected to amortise the 
land cost over 30 years at 6% annual in- 
terest. The bank recommends instead 
that a nominal up-front payment of 
P600 be paid by beneficiaries in ex- 
change of their land title. It argues that 
given the high ratio of collection cost to 
revenue, net fiscal cost to the govern- 
ment for redistribution of land would 
not be increased. 

The report said that much of 
the 263 billion cost of the lana- 
reform programme is “substan- 
tially overstated” and that its re- 
commendations on financial ar- 
rangement would reduce costs 
by 16%. 

While the bank’s charter 
does not allow it to finance com- 
pensation payments for transfer 
of existing assets, it would be 
able to finance extension pro- 
jects such as roads, irrigation 
and fertiliser plants as part of its 
mission to eradicate poverty. “It 
will be easier for us to, justify 
lending in such projects in [land- 
reform] programme areas than 
in other areas,” a bank official 
told the REVIEW. 

The bank report calculates 
that even if the Philippine Gov- 
ernment has to bear the P30 bil- 
lion — over a six-year period 
— necessary for compensation 
from domestic sources, the remaining 
P23 billion which translates into 
US$200 million a year would not be 
hard to obtain from foreign sources. 
"Even if additional," the report says, "it 
would require oniy a 10% increase in 
current assistance level. In either case, 
the amounts are not unattainable." 

The report concludes that in view of 
the high stakes involved in carrying out 
land reform, going slow®vould give “op- 
portunity to those who are against land 
reform to build up their opposition and 
to take measures to evade it." It would 
also "prolong the state of instability and 
uncertainty currently affecting large 
parts of the rural area." On the other i 
hand, a success will “remove the @eede 
for substantial expansionein civit d& 


^ 


fence expenditure." . E 
* 
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Hitachi's wide-ranging auto- 
motive technologies include 
car audio, the Satellite Drive 
Information System featured 
on Nissan's CUE-X concept 
Car, a car telephone, and a 
microcomputer engine control 


system. 
G 
. e 
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Automobiles should be mo 


Recent advances in car alectronics technol- 
ogy have been remarkable. They've not only 
improved basic functions such as engine 
control, they're now being seen in maa- 
machine interfaces providing more comfort 
and operating ease, and even in communi- 
cations with the surrounding world. Down 
the road there are things even more exciting. 


Hitachi's scientists and engineers are at 
work on a Multi Information System using a 
color thin filter transistor -CD to display 
operating information, road maps anda 
navigational system using these maps. With 
this system a driver could obtain a varety of 
driving information simply by touching the 
display screen. Eventually, he'll be able to 
issue verbal commands to, for instance, 
regulate the temperature within his car 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car's 
exact location through use of Global Fosi- 
tioning System satellites. 


re than safe, comfortable 
machines. They should also be able to communicate 
with the world around them. 


Hitachi has also developed a highly 
acclaimed hot wire air flow sensor used in 
engine management. It helps achieve the 
diametrically opposed goals of maximum 
power and fuel economy. And we've created 
many other superior products for driving 
control, suspension control, air conditioning 
and audio. 


We link technology to human needs; and 
believe that our special knowledge will create 
new, highly sophisticated functions that are  , 
also easy to operate. Our goal in automotive e 
electronics — and medicine, energy and 
consumer electronics as well — is to create 

and put into practice innovations that will 
improve the cuality of life the world around. 


© HITACHI . 


Hitachi *Ltd. Tokyo, Japan 


$ 
3 ia a. 


Everything — 
to put you ahead 
is here. Everything. 


New from bucket to bucket. 
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j Worrying about the cost of financing 
a business is enough to give any company 

. tramsurer sleepless nights. 

bor For some it's a corporate nightmare. 
3 Lets say youre a manufacturer of 
— high-value plant or equipment for heavy | 
t] try; or in real estate develop- : 











| If interest rates go up. 

| the chances are that demand for 

— your products will start to decline, 

hich means that your income stream is going 

g to suffer. | 

: And as if that isnt bad 

enough, youre also going to be hit 

. on the other side of the business 

c.  -- equation, because now youre 

B going to be saddled with inventory that's costing 

| you more and more each day. 

e. In other words, you're facing a 

— double squeeze on your profitability. 

E = Yet the picture could be very 
different, if only you had armed yourself with 
the Chase Reverse Floater. 

Its a loan that is quite straight- 
forward — except that it's priced inversely. 

| This means that if 

- market interest rates go up, yours - 

| go down by the same amount, _ 

which could add up to a significant 
competitive advantage. | 
| Because while your competitors 
osts are rising, you'll be in a better position 
maintain your margins, and to win new 

Lindos through your new-found ability to 

ffer unusual ly competitive pricing. 













CE you would like to keow more, contact our Special 
Traasactions Desk in Hesg Kong on (51841 4541 


able to take advantage of the fact that vith 
your customers benefitting from the lower _ 
rates, you'll be selling into what could we E 
a healthier market. ml E: 
P Reverse Hous "ws 
one of a series of Tailored Rate Loan 
that Chase has developed to help bus 
manage strategic risk. i 
They ve all been made possible 
linking loans to financial instruments such a 
futures, swaps, forwards and options. | 
Yet all you see is a single loan 
contract tailored to an agreed formula pricing 
a loan that's a tailor-made response to your 
owt specific needs. z 
And, if our reverse floating rate 
loan isn't exactly suited to your business- 
situation, there ll surely be a Chase tailored 
rate contract that is. T 
Providing our clients with creat 
and innovative financia! solutions is just oi e 
aspect of Chase's global banking capability. 
Integrating size, international network, 
specialized industry knewledge and the broades 
array of investment banking and commercial _ 
banking products, is what sets Chase apart fre 
other financial institutions in the world. 
So, no matter how diverse your. 
business, or how complicated your financial | 
problem, we re working with you to ensure 
thing. 












No more sleepless nights. 













: ou want to be impressed 
EU y extravagant adve | 
. Lookelsewhere. 












& first public address since 
esigning the Singapore presidency in 
985, Devan Nair on 23 June sharply 
Prime Min his s erstwhile comrade-i -in-arms 











T^ deviated B from two crucial i pene fac- 
| tors which made for achievement: 

» “The enlightened process of nation- 
The in a multiracial penc | 











coho Her went to the US for treatment 
and returned to Singapore in April. His 


public address was organised by the Na- | 
debate." 


tional University of Singapore Society, 

which had invited as speakers both lead- 
ers and critics of the government. 

^Nair prefaced his criticism of the 


government with acknowledgment of 


its achievements. “The skyscrapers, the 


computers, the great vistas of new high- 
rise apartments which have replaced the . 


sordid sprawling slums and malarial 
swamps of only three decades ago, were 
achievements of muscle, wit and spirit, 
talent and hard work," he said. 
‘He attributed these achievements to, 


among other things, “the highly moti- - 
vated and superbly led, multiracial poli- 


tical movement which was the PAP” 

and “the refreshing political style of the 

open argument.” 

Nair also characterised himself as “ 
concerned member of the old saad. 
who has no political axe of his own to 
grind,” and who cannot, “by any stretch 
of imagination, be accused of wishing 
his nation and people ill.” 

. On the theme of nation building, Nair 
AE. recalled: “In the early years... . we en- 
~~ | trenched ourselves in popular i imagina- 
.tion as champions of a. multiracial 
"human cause . . decisively [defusing] 
ae Eee gut issues of race, language, 
“| culture and religion." Then he warned 
that "in the recent past, this reputation 
- [ofthe government] has suffered self-in- 
flicted damage." 

He said: "If statecraft is based on the 
assumptions of the essentially specula- 
tive discipline of modern socio-biology, 
you risk makihg the majority of your 
people feel inferior. The government, 

| in particular the prime minister, has suc- 

ceeded in doing precisely that. Instead 

. | of enthusing the ground with the chal- 

\ | lenge of equal opportunity, it is visited 
with the blight of congenital inferiority. 

, 9 And you d 












reotype the ethnic 








of the open argument," 


| you cut off the tops of 


ot stop there. You go | 


onal col group, - 


the middle grcund of Confucianists, on 
whom the salvation of the nation will 
depend. The ultimate loyalties of 
another group are questioned. Yet 
another group. we were told, are by na- 


| ture fractious end contentious. 


“Now, one might expect such 
gratuitous generalisations from a loony 


prophet of the Hyde Park type, but not | 


from one who had thus far been re- 


| vered, and rightly revered, as the father 


of the nation." 

Speaking o7 the “increasing absence 
Nair recalled: 
“It used to be Lee Kuan Yew’s boast, 
and the boast of all members of the 
team, that we won our political battles 
through the open public argument and 


To make his point, Nair enlisted 
some of Lee’s own dictums from the 
past. Nair quoted Lee 
who supposed. y said to 
the late Sir William 
Goode, Singapore's last 
governor, | ir 1959: 
*When you found 
communist. cells, you 
picked off the leaders; 


the daisies, but they 
grew up alt the 
stronger. My way is dif- 
ferent. I am going to 
win the minds of the 
people and that will 
take it out from the 
roots, and that’s the 
way to win.’ 


N air also reproduced 
Lee’s plea in 1964 
for an open society in 
Malaysia (of which 
Singapore was then 


| part). Lee said: “Let us get down to fun- — 


damentals. Is :his an open or a closed 
society? Is it € 
preach ideas — the novel, unorthodox, 
heresies, estatlished churches and es- 
tablished governments — where there is 
a constant contest for men’s hearts and 
minds on the basis of what is right, of 
what is just, of what is in the national in- 
terest? Or is it z closed society where the 
mass media — the newspapers, jour- 
nals, publications, TV, radio — either 
by sound or by sight, or both sound and 


sight, feed men's minds with a constant — 


drone of sycophantic support for a parti- 
cular orthodox philosophy? 

Nair claimed that the open argument 
had “suddenly become unwise or 
unproductive”. in Lee's view and 


mused:"How infinitely more rewarding 


$ it would hávé been . . 


. cabinet colleagues: ‘Look, Messrs. . 


andc'." 


ment, at public forums and the lik 
the full glare of publicity, and de 


| ation of government leaders, as if t 





& society where men can 






. if th 
minister had chosen to tell his youn 











or Z are talking dangerous nonse 
giving a mischievous slant to issues a, 







Nair continued: “lf 1 had. sa 
‘Do what I and your predecessor 
public life had done so successfull 
the past. Take them on in the opena 









them. Have no fear. They are not ¢ 
remotely comparable to the dangei 
and predatory types we had to dea 
in our time. Defeating them: does 
mean clobbering them on the heac 
bullying them into silent impote 
means winning public opinio 
side. And if you, with your imp 
degrees and doctorates, cannot 
then you don't deserve to be where 
are.' 

“Alas, that was not how it w 
played, to Singapore's great detrin 
Instead, a protective hedge in th 
of restrictive and punitive legi 
has been built around the pres 









































































were tender saplings. By and large, th 

are intelligent and cap 
able men, but too long. 
deprived ofthe politica : 
arenas and gymnasia in 
which to develop and. 
test their political mus: 
culature, skills and 
Stamina." 

Nair went on. t 
summarise: “The real 
albeit unspoken di 
lemma . . . is how t¢ 
achieve a stabl 
equilibrium between 
two compulsions which | 
are poles apart — fo: 
total control at one e 
treme, and for tot 
support at the other. - 
| . “Total suppor 
| never realised, 
aim of politica 
in open — | Societ 
Total control, 
achieved. is pube totalitarian: drift. 
creative balance between these p polz 
is the intelligent, voluntary, anc 
coerced public acceptance of the n 
sity for the discipline of social cont 
in a civilised society, and on this : 
basis to maximise popular support. Sing 
poreans will buy this, as they certain 
did during much of their 28 year histor 

“But today our political leaders ap- 
pear to strive for the impossible — 
greater support through greater contro 
— a flagrant contradiction in terms 
Nair added: “The only explanat 
which occurs to me for the sh 
which increasingly dim the lig 
nation, is that the brilliance of concep: 
tion and execution for which we won 
nown in she past, istoday left untutore 3 
by wisdom.” | B 





















































; By Philip Bowring in Hongkong 
D» the Cultural Revolution the 
overnor of Macau was publicly 
jumiliated by Red Guards. Although 
he Portuguese flag still flies, symboli- 
cally that humiliation marked the re- 
acement of colonial rule with a foreign 
bber-stamp administration beholden 
shina in all matters of consequence. 
"These days things are more gentle- 
anly, but for a while recently it 
ee med that Hongkong might be going 
e same way. On 18 June, the deputy 
irector of China's Hongkong and 
acau Affairs Office, Li Hou, directly 
llenged the right of the Hongkong 
vernment to run the territory as it 
saw fit between now and 1997. In an in- 
erview with a mainland journalist — 
given prominence by the official Xinhua 
newsagency — Li warned against 
changes in the way the Legislative 
Council (Legco) is constituted which 
- would not meet with Peking's approval. 
= Two days later Chinese Foreign 
Minister Wu Xueqian made a “cour- 
-tesy" call on Hongkong Governor Sir 
David Wilson. The visit was im- 
mediately followed by an even stronger 


the local press as none other than Xu 
.Jiatun, local head of Xinhua and Pe- 
ing's top man in Hongkong. 

A few days later Li denied he had 


He denial strained credulity and 


! By Susumu Awanohara in Singapore 
“he six Asean foreign ministers did 
their best not to let the Cambodia 





with counterparts from the “dialogue 
partners" on 18-20 June, which fol- 
oWed an internal Asean meeting 
REVIEW, 25 June). Indonesian Foreign 
inister Mochtar Kusumaatmadja in 
rticular attempted to give the ex- 
nded meeting a wider scope and a 
'acific focus. 

The president of the anti-Vietnam- 


government, Prince Norodom Sihanouk, 
. was perhaps the biggest wi hi 
year's debate on C: 





Vietnam was balanced 
‘ism of the eommunist 
“one Of the three coalitión" s factions. 


evil, speak nc evil.” 


riticism of the Hongkon Government. 
by a Chinese official widely identified in. 


made the remarks attributed to him, but | 





issue dominate their Singapore meeting 


ese Democratic Kampuchea coalition 
t ! his | ese reconstruction zi 
y Asean and MER SR foreign 
ministers to keep up the pressure on- 


a strong criti- - 
mer Rouge — 


"tions 


Ssino-British row over words that never were 


suggested that Li had been put in his | 


place by the more ciplomatic Wu. An 
uneasy equilibrium was restored. 


The ‘Hongkong Government had. 


reacted agairst Li's statement in a firm 
if restrained manner butthere was pub- 
lic silence from London. Some saw this 
as a sensible diplomatic effort to avoid 
raising the temperature ‘urther and ar- 
gued that the best response was to press 
ahead with the Legce review. 

But others said failure to reply 
to such a chailenge, Doth to its own au- 
thority and - to Horgkong’s hopes of 
being in charge of its own domestic af- 
fairs post-1 
Although the Hoag- 
kong Government itself 
is anxious no: to appear 
as a lame duck, offic: als 
in London ma» bend over 
backwards to pretend 
that all is weil with :he 
Sino-British Joint Dec- 
laration — the princiole 
of *hear no evil, see no 


The cause of .he 
rumpus was the re- 
cent Hongkcng Green 
Paper on representative © 
government. This is a 
discussion document 
outlining various pos- 
sibilities for the deve- 
lopment of Legco, in- 





Protesting againsi Khmer Rouge at- 
tacks on his own forces, Sihanouk had 


earlier gone on a y2ar’s “leave.” The — 
foreign ministers stressed that they 


would contisue supporting “the two 
non-communist factions" and that they 
were not attempting to bring Khmer 
Rouge leader Pol Pat back into power. 
The ministers aiso declared they 


would respord positively to any sign of — 


Hanoi's wilEngness to withdraw its 
troops from Cambodia. Japanese 
Foreign Minister Tadashi Kuranari in- 
sisted on mentioninz aopo Japan- 


follow the withdrawal. But the foreign 
ministers were discouraged by the latest 
cabinet reshuffle in Hanoi which 
“snuffed out hopes for a more flexible 


leadership," as US Secretary of State 


Stone Shultz pu! it. 





for Vietnam to - 








tions for an unspecified) 


seats in 1988. Li was ort} inally quotédas : 
| claiming direct elections would fail to 
converge with the Basic Law being © 
| drafted by China — though that has yet 
to be finalised — and was contrary to the 
Joint Declaration, though that promised 
an elected legislature. | 


. Xu, off the record, made the remarke : 


able statement that. the promise of an 
elected legislature had been a conces- 
sion by Peking prompted by the desire 
to maintain good relations with Britain. 
Xu's remark either implied elections 
were a promise not to be taken literally 
or that Britain had tacitly indicated it 
would be content with indirect elections. 
Peking had said that significant 
changes in internal arrangements Bri- 
tain made before 1997 would be an at- 
tempt to interfere with Chinese sover- 
eignty by trying to establish Hongkong's 
constitutional path without waiting for 


, Was a sign of weakness. | the formulation of the Basic Law. China 


is not only opposed to 
direct elections but, 
even more strongly, to 
them being introduced 
by the British. 
The Hongkong 
| Government position 
As that constitutional 
developments are 
evolutionary and are a 
continuation of a pro- 
cess begun with a White 
Paper in November 
1984 which was pub- 
lished before the sign- 
ing of the Joint Dec- 
B| laration. 
|. | The British side also 
|. claims that as constitu- 
tional progress will be 


As was the case during the internal 
Asean meeting, Mochtar pressed for a 
nuclear-weapons free zone (NWFZ) in 
Southeast Asia during the expanded 
meeting, and this time had the support 
of New Zealand Deputy Foreign Minis- 
ter Frank O'Flynn, who explained his 
country's support for a similar zone in 
| the South Pacific as “an important as- 
sertion of the needs and rights of small 
nations which have nothing to pus from 
superpower rivalry." 

M hultz openly opposed the NWFZ 

idea which he said would reduce the 
effectiveness of nuclear deterrence. 
rumen stressing. that he was from 
ye ane (on which the*US had drop- 
an atom bomb in 1945), cautioned 
against “sentimentalism,” saying that | 
peace, unfortunately, was based on a 
balance of fear. Among Asean, Singa- | 
pore and Thailand are the most clearly f 
crpene to an NWEZ for Southeast a 
ia. si 


Mochtar countered that Indonesia bos 


| fee! its m as "a potential vi ic 


















people, ‘the fe is no reason n why it 
Sul not “converge” with the Basic 
Law, which is similarly supposed to be 
drafted in accordance with Hongkong 
people s wishes. However, the Hong- 
ong Government may have fallen c» ! 
a trap by talking of "convergence," 
phrase invented by Peking. 
.. Emphasis on the word makes it easy- 
for China to claim that constitutional - 
.| development should wait until the Basic - 
| Law — over which i it has ultimate con- — 
| trol — has been con eds so at other 
_Shings ve can then onverge 








aan | came as asu ' 
: hardly have beer re of growing | 
pressure from Pekin made it plain 
| that he had expressed his views to 
;| Foreign Secretary Sir Geoffrey Howe 
| on three occasions in the past few 
"i: months. The British thus stand accused 
<- by some of failing to tell the truth about 
| their exchanges with Peking. 

This has fuelled speculation that the 
Green Paper had already been watered | 
down to the minimum compatible with - 
the Hongkong | Government's: earlier 
promises about progress towards repre- 
sentative government. | | 

The Hongkong Government has, 
however, been clearly distressed by the 
bluntness of China's warnings. A senior 
official was “surpised that the Chinese 
should be associated with a statement 
which in itself could call into question 

‘the commitment of China to hold to the 
‘spirit of the Joint Declaration.” i 

The episode has left the government 
in a very difficult spot on how to re- 
spond to public views on the Green 
Paper. If it puts direct elections on ice, it 
will be accused of giving in to Chinese 


British can 











adding that there was nothing sentimen- 

_ tal about Indonesia, an_archipelagic 
 |.state wanting to prevent, for example, 

| accidental spillage of nuclear substances | 

| in its waters. | 
"|. Mochtar enjoyed wider 
< | when he advocated stron; 
te the countries. ci | 
xpanded meeting and the increasingly 
: gef embers sti Pacific t hat v A 






















chiev “dno. ur “Mochtar 
suggested that Asean’s neglect had in- 
vited outside powers — the Soviets and 
; the Libyans — to penetrate the region. © 
ra ~ r obviously believes that Asean 
.cam ip the Suth Pacific states in vari- 


| washed good relations with them in | 

order to contain Indonesia's *domestic 
_ |. Melanesian problems,” pak in Irian 
BEI aya and East Timor, i | 


| E 

will be accused by China at best of rig- 
ging the opinion-gathering and at worst 
of subverting Chinese sovereignty. 

Within the territory, while some 
argue against doing anything which up- 
sets China, other people feel some rows 
are inevitable if Hongkong is to retain 
its separate existence under the one- 
country-two systems concept. They 
argue that it would be better to press 
ahead with legislative reform now, and 
if later the Chinese want to ‘take 
away established democratic rights, so 
be it. 


Possibly, the episode may have pro- | 


voked reaction against China — causing 
some people te write to the Survey Of- 


fice which is ccllecting opinions on the | | 
Green Paper. There have been some - 


signs in the media that people not nor- 
mally interested in constitutional issues 
may resent what they see as China's Big 


Brother attempt to snuff out efforts to |} 
introduce bourgeois liberal political | 


processes. Pro-democracy groups have 
accused Pekinz of tearing up prom- 


ises to Hongkong. But at the same || 


time communist groups have step- 
ped up their activities — for exam- 
ple, sending  hecklers 
pro- democracy speakers. at 
forums. | 

Members of Legco have in the main 
been remarkab:y silent in defence of the 


Hongkong Government, though China | 


has in effect net only challenged direct 
elections but also the government's 
right to propose any political change. 
What many Legco members seem, de- 
liberately or nct, to fail to grasp is that 
the issue is no longer one of whether di- 
rect elections are desirable but whether 
Hongkong’s promised ME will 


eventuate. Uii 


development (APC-HRD) program- | 
me, which was first discussed at his 


initiative by the then newly established 
**6-plus-5" meeting (between Asean 
and its five Pacific dialogue partners — 
Australia, Canada, Japan, New Zea- 
land and the US) in Jakarta in 1984. 
Discussion of rew APC-HRD projects 
was suspended | for two years, from mid- 
1986, given the reservations of Malaysia 
and | ‘the sixth dialogue partner, the 
European Community. 

The “6-plus-1” meetings between 


Asean and eack of the dialogue partners 


concentrated on economic issues (page 
66). Shultz warned that the reduction of 
US fiscal and trade deficits would inevit- 
ably hurt its trade partners, 

Although many Asean officials 
seemed to fee! that the meetings this 
year were among the more worthwhile, 
some worried that not enough had been 


| done to prepare for the December sum- 


mit — an event which many agree needs 


d | further justification than the fact that it 


has been: 10 years since the last sum- 
ü 


 peared in the Review. 


"to disrupt | | 
public 


of needless search-: 






























































The Far Eastern Eco- 
nomic Review is now 
publishing a quarte 
ly index which details 
by country and. da 
everything that has ap- 










The index is available 
on a quarterly basis. 
Subscribe now and. 
each quarterly index. 
will be sent to you. 
automatically as soon 
as it becomes avail- 
able. A vital research - 
tool, the Review in- 
dex will save hours . 









ing for information.. 
ORDER YOURS TO- 
DAY! Only HK$230 
(US$30) for 4 quar- 
terly issues. Just com- 
plete the coupon . 
below and send with 
your payment. 
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At loggerheads with power 


Sarawak tribal chiefs protest against logging on native lands 


By Nick Seaward in Kuala Lumpur 


T: controversy surrounding the 
commercial logging of forests in 
Sarawak has intensified and now 
threatens to become a national issue. 

A delegation of 12 Sarawak tribal 
chiefs arrived in Kuala Lumpur in mid- 
June to protest against the destruction 
of their traditional habitat, claiming 
that they had been denied access to the 
Sarawak state government, which 
under the constitution has exclusive 
control over land matters. Their two- 
week visit achieved an undertaking 
from acting prime minister Ghafar Baba 
to bring up their demands with Sarawak 
Chief Minister Datuk Patinggi Abdul 
Taib Mahmud at an early opportunity. 

Accompanied by officials of the en- 
vironmentalist group, Sahabat Alam 
Malaysia (SAM), the tribal chiefs at- 
tracted considerable sympathy from the 
members of the public — and various 
religious and social groups — with their 
plea for a recognition of their rights to 
their traditional hunting and gathering 
grounds. The Sarawak state govern- 
ment officials, however, reacted angrily 
to the visit, with State Minister of Envi- 
ronment and Tourism, Datuk Amar 
Jamgs Wong, describing the claims of 
the chiefs as “all lies" and casting doubt 
that they were authentic nomadic 
tribesmen. 

The chiefs claim to represent sec- 
tions of the Penan, Iban and four or five 
other tribes in the northern Borneo 
state. As such, they qualify as 
bumiputra, or indigenous, Malaysians 
and share the ethnic Malays' special 
status in the country. 

Many Malays on the peninsula — in- 
cluding the influential Malaysian Mus- 
lim Youth Movement, Abim — were 
clearly discomfited by the claims of their 
bumigutra bfethren that their*way of 


$2 LJ 


life was being destroved for the sake of 
enriching a few busmessmen, a com- 
plaint heard frequent y in the past from 
the Malays against the British and the 
Chinese. 

Logs and sawn timber accounted for 
nearly 12% of Malaysia s gross exports 
last year, outperforming rubber and 
palm oil. Mos: of this was in the form of 
sawlogs, of which Sarawak was the 
major producer. With sawlogs being a 
star performe- in a hard-pressed econ- 
omy last year, it is unlikely that environ- 
mental priorit es will »revail. However, 
SAM has pointed out that if commercial 
logging continues at the same rate in 
Sarawak as last year, 3075 of the state's 
forest will be destroved in the next 10 
years. About 30% had already been log- 
ged in the 23 years to 1985. 


p s tribesmen's pleas were especially 
embarrassing to the state govern- 
ment in light of the recent revelations of 
the true ownership o the valuable log- 
ging concessions in Sarawak, which 
emerged in accusations and counter-ac- 
cusations in the recent state election. 
They have also undermined the federal 
government's efforts to play down the 
impact that the maverick Swiss artist, 
Bruno Manser is having on foreign public 
opinion with hs work among the Penans. 

Manser has lived among the Penans 
since December 1984, and has become 
something of a cause célèbre in pi deas 
with his work in the study of the 
nomads’ language and life-style. A fugi- 
tive from the police — who recently 
withdrew an cffer of an amnesty and a 
free air ticket home — the bearded and 
loin-clothed Swiss is blamed by the 
Sarawak state goverament for having 
instigated the Penaas to build bar- 
ricades across roads leading into the 






jungle. These ^ in Sarawdk’s 


ay 
ourth and Fifth divifions have seri- 


ously disrupted commerYial logging. 

The sensitivity of the issues involved 
in the dispute was underlined by an im- 
pressive list of government officials te 
which the chiefs gained access in Kuala 
Lumpur. In addition to Ghafar, the 
tribesmen were able to meet the inspec- 
tor-general of police, Tan Sri Haniff 
Omar, and four cabinet ministers. 

These included Education Minister 
Anwar Ibrahim and Energy, Telecom- 
munications and Posts Minister Datuk 
Leo Moggie. Moggie is himself an 
ethnic Dayak from Sarawak, who led 
the breakaway Parti Bansa Dayak 
Sarawak (PBDS) to sensational elec- 
toral gains as a state opposition party in 
state elections in April. PBDS remains a 
member of the ruling National Front 
coalition at the federal level. 

But the visiting tribesmen also at- 
tracted sharp verbal attacks from politi- 
cal parties and logging companies in 
Sarawak. Wong, who is president of the 
ruling coalition component, the Sarawak 
National Party (Snap), claimed that 
Peninsular Malaysians ad been “hood- 
winked into thinking all the 12 were un- 
sophisticated Penans.” Later, uniden- 
tified state government sources in 
Kuching were quoted by the New Straits 
Times as saying that only two of the de- 
legation were genuine longhouse chiefs, 
while the rest had been picked by SAM 
to suit its purpose. 

Wong's antagonism towards the 
tribesmen is explained by the contents 
of a memorandum submitted by SAM 
on their behalf to the federal govern- 
ment. Init, the tribesmen’s claim that an 
area they had tried unsuccessfully to get 
designated as communal forest was 
being logged by a company called Lim- 
bang Trading. The memorandum al- 
leges that the company is owned by 

ong. 

Other people who may have vested 
interests were also critical of the delega- 
tion. The director of a timber company 
called Sarawak Plywood said that while 
the Penans deserved sympathy, not all 
the tribes were against logging in their 
areas. "The Penans as a whole do not 
know what they want,” said the direc- 
tor, Zainab Mahmud, who is also the 
sister of Sarawak’s chief minister. 

During the recent state election cam- 
paign, Sarawak Plywood was one of a 
number of companies accused by the 
opposition group of former state gover- 
nor Tun Abdul Rahman Yakub as being 
part of a group of companies associated 
with Taib which controllgd 1.6 million 
ha of logging concessions. In retalia- 
tion, Taib's supporters published a list 
which purported to give details of 1.25 
million ha of concessions held by com- 

anies controlled by, or associated with, 

ahman and his family. Taken to- 

gether, these groupings of concessiqns 

are equivalent to 30% of the entire af-. 

forested area of Sarawak. .uüu 
e. 
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Vhich copier 
fits best AN 
in your office? 


Out there somewhere, hidden among the dozens of 
different copiers available today, is one that fits with the 
needs of your office. 
And if it's your job to find it, we'd like to suggest 
that you begin your search at your Ricoh dealership. 
You'll discover that Ricoh copiers come in all sizes and 
shapes, and ofler a wide range of impressive capabili-ies. | 
They also bring you some of the industry's brightest 
and most reliable technology. And best of all, they're 
incredibly friendly to the people who use them. 
Innovations that make work easier and the office r»ore 










efficient are abundant in Ricoh's world of copiers and EE 
re S 
other advanced office products. ET. 
That's why today, with so many copiers to choose from, — 
it makes sense to consider Ricoh. THE FRIENDLIEST NAME ° y 
Because when it comes to performance, value and IN OFFICE AUTOMATION. ^ 
reliability, Ricoh copiers put it all together. e 
> s 
RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1-chome, Minato-ku, Tokyo 107, Japan COPIERS - FACSIMILE - PRINTERS - COPYBOARDS - CAMERAS 
RICOH BUSINESS MACHINES, LTD. Room 2808 Wing On Centre, 111 Connaught Road, Central, Hong Kong 
[5 HONG KONG: Gilman Office Machines 20/F Tai Yau Building, 181 Johnston Road, Wanchai, Hong Koeg Tel: 5-8930022 Fax: 5-8935525 -— 
INDONESIA: P.T. Nirwana Wahana Sejahtera 30. Let. Jend. Suprapto, Jakarta Pusat Tel: 413921 Fa»: 413921 
SINGAPORE: Wywy Private Ltd. 12 Hoy Fatt Road, Singapore 0315 Tel: 4722155 Fax: 4792607 
MALAYSIA: Wywy (Malaysia) Sdn. Bhd. 10 Jalan 223, 46100 Petaling Jaya, Selangor, West Malaysia Tel: 7570088 Fax: 7570990 
TAIWAN, R.O.C.: EOS Systems Corp. 9/F No. 1, Sec. 4, Nanking E. Road, Taipei Tel: 2-5375660 Far: ?-7125843 . e p 
THAILAND: Gilman Office Automation 1041 Silom Road, Bangkok 10500 Tel: 2-2349685 Fax: 2-2368879 ° 9 
SRI LANKA: Hideki Fapance & investment Ltd. P.O. Box 684, 12, Galle Face Courts, Sir Mohamed Mscan Markar Mawatha, Colombo 3 Tel: 35000, 547419, 548104 
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Behind this succ 


When we developed The Peninsula. Hong Kong in the early twenties, it was a marketing breakthrou 

Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by selecting the territory's pri 

location and spared no expense in construction and featyy 

And now history repeats its 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another t®eakthrot 

o Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with the latest in-ro 

5 : communications technok 

Wt are committed to providing the bes servic- to travellers worldwide. We made that commitment with our first ho 
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s stands another 


he Peninsula, Hong Kong, and we continue to honour it with our atest, The Kowloon Hotel. 
1 fact, we live up to our commitment in all Peninsula Group operations, from the deluxe Manila Peninsula to the spacious 


arden Hotel in Guangzhou to the highly-acclaimed Jianguo Hotel in Beijing andthe recently THE 

‘stored Repulse Bay Restaurants in Hong Kong, PENINSULA 
nd wawfll continue the commitment with our newest hotels, the Portman Hotel in San GROUP 
rancisco (A Peningula Group Hotel Affiliate), opening July 1987 end the Portman Shanghai, (er . 
pening mid-1989. Ragher than rest on its laurels. The Peninsula Group understands that it is only HY " 


» good as its last success. E 
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- Tts not just our flights that 


*. are non- stop to Europe. e. 








(though we wouldn’ t dream of waking you up) so, when your non -stop flight ar arrives in Europe 
you'll be almost wishing it wouldnt stop. 


j , ! 
Thai flies sou non-stop with non-stop entertainment and service from Bangkok to Athens, Copenhagen, Frankfurt, hb li 
Rome and Stockholm. One-stop from Bangkok tc Amsterdam, London, Paris and Zurich. 
* Smooth as silk 








e SPORTS fans could be forgiven for 
being at sixes and sevens. For while 
Hongkong now enjoys a worldwide 
reputation as the main rugby sevens 
centre, exotic Thailand is fast catching 
up as a most unlikely international focus 
for another sport of English origin: six- 
a-side cricket. 

Bangkok is hardly the first name that 
springs to mind among cricket fanatics 
pondering the annals of this the most 
Anglicised of aparis Yet each April 
now finds the “City of Angels” besieged 
by white-clad cricketers, not only from 
neighbouring Southeast Asian coun- 
tries but from such long-time cricketing 
nations as England, Australia, India 
and New Zealand. 

Many of those who take part can be 
safely bracketed in the “just here for the 
beer” category, enjoying a weekend trip 
to exciting Bangkok with cricket thrown 
in. But The standard of cricket is getting 
better and better by the year, and com- 
pm for a place at the tournament is 

ecoming more acute. 

In the last 'cricket sixes' in Bangkok, 
held on three cricket grounds from 3-6 
April, 30 teams took part. The local or- 
ganisers felt that this was the maxi- 
mum a four-day event could accommo- 
date. 

Since then, there have been another 
15 applications from around the world 
to join the 1988 sixes, with legendary 
cricket names such as former West In- 
dies test team captain Clive Lloyd and 
former Australian test captain Bobby 
Simpson expressing interest in playing 
in Bangkok. Surprisingly, none of the 
applicants was approached by the or- 
ganisers to takespart. 

"We have got to be careful that 
this doesn't get too big, too quick- 
ly," commented the Bangkok sixes' 
main organiser and founder, Myles de 
Vries. 

It was New Zealander de Vries, chair- 

aw of Royal Bangkok Sports Club's 

(RBSC) crickecommittee — and also a 

member of England's presitigious 
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Marylebone Cricket Club — who to- 
gether with other long-term Bangkok 
residents Adrian Gundlach, an Austra- 
lian businessman, Sri Lankan-born 
sportswriter Anton Perera, and British 
businessman Jin Baker pioneered the 
idea of a cricket sixes tournament in 
Bangkok. That was back in late 1984, 
when the idea cf an international sport- 
ing event — excluding boxing or foot- 
ball — here was unthinkable. 

@ THE first R3SC International Cric- 
ket Sixes followed in April 1985, with 12 
teams — eight from Thailand, four from 
Hongkong and Malaysia. Al! those tak- 
ing part had so much fun that it was de- 
cided to repeat the event the following 
year. This time 20 teams, mainly from 
Southeast Asia took part. Word about 
the Bangkok sixes then seems to have 
spread far and wide, with teams queueing 
up for a chance to take part, resulting in 
the sell-out coatest in April. The or- 
ganisers planned it so that the Bangkok 
sixes immediately follow the Hongkong 
rugby sevens — making it easier for en- 
thusiasts travelling long distances to at- 
tend both events. 

It was only to be expected that most 
of the players in the various teams, whe- 
ther the “Dipsomaniacs” frem Malay- 
sia, "Wanderers" from Thailand or 
"Darjeeling" from the Gulf. are Com- 
monwealth wellahs who have been 
propagating the sport as expatriates in 
Asia. But there are also a surprising 
number of locals who take cricket as 
seriously as their Western kindred 
souls. 

For instance, while it is no'surprise to 
see players of Indian stock, who would 
have thought that the Thais would take 
to cricket? Yet in 1987 therewere eight 
teams from Taailand — admittedly, 
mostly expats resident in the country, 
but with a sprinxling of Thais 

In fact, cricket has been played in 
Thailand since the late 19th century. 
One notable match here played in un- 
usual circumstances was an “England- 
Australia test match," played by Eng- 
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lish and Australian prisoners of war in 
1943. It took place in the western pro- 


vince. of Kanchanaburi, where the, 


PoWs' main occupation was involuntar- 
ily helping the Japanese imperial army 
to build the Siam-Burma railway. 

The match, in which players used 
crudely fashioned pieces of wood as 
bats and a tennis ball, was played under 
the watchful, bemused eye of Japanese 
guards. For the record, the English side 
won. 

However, serious cricket in Thailand 
only took off from 1980, with the Thai 
persis comprising mainly those who 
nad studied in Commonwealth court 
tries. The acknowledged best Thai 
player is Khunlarn Thongyai, who 
‘earned the game in Australia where his 
father was a diplomat with the Thai Em- 
oassy. “He is a first-class bat, and also a 

ood fielder," commented  Perera. 

hunlarn plays for the Thai Cricket 
Club, which is an all- Thai side. 
® CRICKET sixes is a relative newcom- 
er to the international sports scene — its 
history dates back a mere two decades. 
Like rugby sevens, the joy of the game is 
that it is action-packed with quick re- 
sults, which attracts a wider cross-sec- 
tion of spectators who would baulk at 
sitting through the often ponderous 
traditional 11-a-side matches which can 
‘ast for five days. Under Bangkok's 
rules a batsman must retire after hitting 
25 runs, and each of the five fielders 
apart from the wicket-keeper bowls one 
over — 30 balls for each side in each 
match. Naturally, big hitting, with lots 
of boundary fours and sixes, abounds, 
and close fielding is the exception rather 
than the rule. 

"Bangkok is now the sixes capital of 
the world," proclaimed de Vries. But 
why Bangkok, where a bowler is more 
likely to run in from the 'pagoda-end' 
than the ‘gasworks-end’? And in April, 
the city's hottest month when the tem- 
perature is in the high 30s? “It’s an un- 
likely, exotic place to play — most of the 
cricketers who come here have never 
seen anything like it," de Vries said by 
way of explanation. Then he added, less 
than cryptically: “There is the added at- 
traction of Bangkok's night life," chuck- 
ling about “no-balls.” s 

That is something of an under-state- 
ment, because every night of the tour- 
nament finds cricketers living it up in 
Bangkok's raunchy  Patpong bars. 
Night-time over-indulgence has led to 
iate appearances on the field by several 
payer and one match had to pause 

riefly while a middle-aged cricketer 
was given oxygen treatment. Such ac- 
tivities may be frowned on by the. older 
cricket purists, but Bangkok-style cric- 
ket is proving a powerful draw interna- 
tionally, and it certainly knocks a rainy 
day at England’s Old Trafford ground 
for six. : e 
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Muslims have to live within the confines of Pancasila 





By Anwar Nasir in Jakarta 

Every morning Islam 
asserts itself just be- 
fore dawn with the 
muezzin calling the 


Muslim community to 
x prayer. First comes 
the distant sound of 


the Koranic chant, 
the sonorous notes distorted by a cheap 
loudspeaker mounted high on a nearby 
mosque. Then, from another direction, 
the same chant, and another, and 
another still, each competing for the at- 
tention of the sleeping faithful. But the 
resulting cacophony says less about the 
power of Islam in Indonesia than about 
the concentration of mosques. 
Since the New Order regime of Pre- 
sident Suharto came to power in 1965, 
524,000 mosques have been built in the 
country — according to Information 
Minister Harmoko in a campaign 
speech leading up to the 23 April gen- 
eral election, in which Suharto’s ruling 
Golkar party won a landslide victory 
with over 70% of the vote. 
Harmoko's comment reflects the 
overnment's desire to identify with 
slam in order to placate those Muslims 
who accuse the regime of hostility to- 
wards the religion. But many Muslim 
activists and intellectuals remain scepti- 
cal. Indonesia, they say, has become a 
secular state where Islam has been en- 

ineered into a x qiie unlike that 
ound anywhere else in the Muslim 
world. 

With about 140 million Muslims, In- 
donesia is the largest Islamic country in 
the world. But it 1s not an Islamic state. 
And according to the leadership, 
neither is it a secular state. The moral 
existence of the state is based on Pan- 
casila, or thg five principles which advo- 
catee monotheism, humanitarianism, 








House and Household 


nationalism, social ustice and national 
consensus. To this state ideology alone 
all organisations and political parties 
must pledge allegiance. 

Accusations of the regime’s hostility 
towards Islam stem from the fact that 
social and politica’ organisations are 
banned from claiming Islam as their 
ideological basis. Fence, there can be 
no Muslim organisation or Islamic poli- 
tical party. Pancasila alone dominates 
the socio-pclitical scene, and because 
political Islam is viewed as a threat to 
the regime, Islamic activists have often 
been put on the defensive. 

To curb tae threat ofa political Islam 
rising to challenge the authoritarian re- 
gime, the tac has depoliticised 
Islam, and embarked n a policy of 
"deIslamisation" of political and social 
organisations. 

The histery of tte regime’s conflict 
with Islamic political parties dates back 
to 1965, when Suharto gained power 
and refused to recognise the more popu- 
lar Muslim parties which could chal- 
lenge the status quo. But the two signifi- 
cant events which effectively emascu- 
lated Islam in the par life of the 
state took place in 1984. 

Under the government's draft law 
requiring all political and social organi- 
sations to adopt Pancasila as their sole 
ideological basis, the United Develop- 
ment Party (PPP), the only remaining 
Islamic party, was forced to adopt the 
state ideology, thereby opening its 





Fear of fundamentaiism: page 40 
Political acrobat: page 41 


Popularty by cefault: page 41 
Essence not rituel: page 42 








ranks to non-Muslim membership. 
Compounded with this setback was the 
decision of the Nahdlatul Ulama (NU ), 
which constituted the biggest compo- 
nent within the PPP, to cut its ties 
with the party, withdraw from politics, 
and also adopt Pancasila as its ideology. 
NU members, no longer required to 
vote for the PPP, were free to support 
any party of their choice. 
The ramifications of these two 
events were made evident in the April 
eneral election, in which the PPP suf- 
ered a great electoral setback, getting 
only 16% of the vote, down from 27.9% 
in the 1982 elections, when the PPP 
campaigned on a Muslim platfórm and 
also had the support of the NU. Golkar 
increased its share of the vote from 
64.395 five years ago to more than 
73%. 


bdurrahman Wahid, who rose to the 

leadership of the NU in 1984, be- 
lieves that the reasons for the electo- 
rate’s disillusionment with the PPP are 
manifold, and that the NU’s withdrawal 
of support is only one reason for its set- 
back. He does, however, accept that it is 
the biggest reason. 

Although critics of the NU contend 
that the organisation has always had a 
history of compliance with the govern- 
ment of the day, even the Dutch col- 
onialists, the organisation’s decision to 
retreat from the political arena was 
hardly voluntary. It was a result of gov- 
ernment manipulation and harassment 
to which the organisation finally suc- 
cumbed in 1984. 

Wahid claims that NU had been 
harassed by the government even when 
it was an independent political para 
to the 1971 elections. *Gaz schools wete 
always in trouble, our religious gather- 
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ings always disrupted by local village au- 
thorities and our best young people 
could not enter government service or 
the army,” he says. 

According to Wahid, the govern- 
ment aimed to engineer a scenario in 
which the political parties were allowed 
to exist only to create a semblance of 
democracy, where they were expected 
to play only a "creative role." He says 
that “the parties and political institu- 
tions became toys, a circus; our people 
did not want to be part of such a thing." 
So in 1984 NU retreated and became a 
socio-educational organisation, and 
adopted Pancasila. 

NU’s main objective has been to pre- 
serve its following and to safeguard the 
existence of its religious schools, which 
the organisation controls throughout 
the country. But by yielding to govern- 
ment pressure and abandoning the 
wider goal of strengthening Islam for 
the narrower objective of safeguardin 
* a» . 
its own existence, NU has pcnaiaied 
much resentment in the minds of many 
Muslim intellectuals and activists, who 
see the organisation as having sold 
out. 

NU still has a very large following in 
the Muslim community, but Wahid's 
close ties with the government and his 
ready access to the president are re- 
garded with suspicion by some. Among 
Muslim intellectuals, NU is be ye 
shrugged off as a "political acrobat," 
metaphorically described as *a bridé- 
groom who chooses his bride according 
to the size of the dowry.” 

Among the Muslim organisations, 
the largest and the most respected is 
Muhammadiyah, a non-political organi- 
sation with a membership numbering 
about 1 milliom A purely social group- 
ing, Muhammadiyah runs a large 
number of schools, universities, hospi- 
tals, clinics and mosques throughout the 
country. Although Muhammadiyah 
also espouses Pancasila, it maintains a 
distance from the government, and for 
diei it is respected in intellectual 

rcles and azewses suspicion in govern- 


ment, 
ə 
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Recently, Muhammadiyah has come 
under criticism by the government on 
the grounds that it is “un-Pancasila,” 
pu. the organisation has denied this. 

e regime s perception of Muham- 
madiyah is tarnished by the memory of 
Masyumi, a defiant Muslim political 
party which was outlawed by former 
president Sukarno in 1960 for support- 
ing various Muslim struggles against the 
central government. Masyumi, when it 
tried to re-group under Suharto in the 
late 1960s, found the regime hostile. As 
a result, it never regained its strong 
standing, and eventually died out. 
Masyumi was strongly supported by 
Muhammadiyah, and when the party 
was banned many Masyumi leaders 
joined Muhammadiyah. “Muham- 
madiyah is found guilty by association,” 
says a member of the erganisation. 
“Hence, the accusation that we do not 
believe in Pancasila.” 


lamet Bratanata, a member of the 

Petition of 50 opposition group, be- 
lieves that Pancasila is designed to quell 
all opposition, but he asserts that since 
Islam has the greatest potential for be- 
coming a rallying point against the 
Suharto regime, it is most vigorously 
targeted by the government. “But,” he 
warns, “the Muslims should never iden- 
tify Pancasila as a tool to crush Islam, 
because as soon as they do, they them- 
selves become anti-Pancasila, and are 
subject to persecution.” 

“The government has a very open 
door to interfere in the affairs of any or- 
ganisation on the basis of Pancasila,” 
says a Muslim professor and activist at 
one of the leading universities. 

Since all organisations must pledge 
allegiance to the state ideology, many 
Muslim leaders are concerned about 
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Pancasila s place in Indonesian society. 
A Muslim activist in Jogjakarta says 
that “although Pancasila is billed as the 
state ideology, there is an effort by the 

overnment to ‘religionise’ it." Accord- 
ing to him, “it has already become taboo 
to discuss Pancasila; it must just be ac- 
cepted without question.” 

But the advocates of Pancasila see 
things differently. Wahid describes Pan- 
casila as “the house” and Islam as the 
“household.” The two, he says, can live 
together and be supportive of one 
another. “Pancasila,” says Wahid, “is a 
way to achieve Islamic objectives.” 

And while the great number of In- 
donesian Muslim thinkers agree that 
Islam in the political life of the state is 
dead, the prominent Muslim intellec- 
tual, Nurcholis Madjid, disagrees. 
There is a distinction between political 
Islam and Islam in politics, says he. The 
role of the latter, he says, is still very 
great, and he points to Golkar to illus- 
trate his argument. “In the 1971 elec- 
tions,” he says, “Golkar was deliber- 
ately un-Islamic, or even anti-Islamic, 
and it mobilised such un-Islamic ele- 
ments as the Chinese, the Christians 
and the Javanists." But the situation has 
changed with each passing election, he 
says. "Golkar has tried more and more 
to declare itself as also a Muslim party, 
and has mobilised such elements as 
Muslim preachers and scholars." 

Madjid's observation outlines the 
importance of catering to Islam, even 
cosmetically, in order to ain opalar 
support among the people. “But the 
cosmetic face of Islam is not what we 
want to see,” says a government critic. 
He says that “the importance of Islamic 
parties or organisations in the state was 
not so much for the sake of Islam itself, 
but because these groups had a strong 
enough voice that they could chal- 
lenge this authoritarian regime and 
keep some sort of checks and bal- 
ances.” 

It must be accepted, he adds, “that 
the Muslims in this country have been 
out- mangeuvred by the military re- 
zime. A | 
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Fear fuels the fight 
against fundamentalists 


Communism and Is- 
lamic fundamental- 
ism have been iden- 
tified by the Suharto 
government as the 
E two greatest threats to 

the stability of the In- 

donesian state. The 
communist purges of 1965, in which 
more than half a million Indonesians 
were killed, effectively crushed one of 
those two threats. 

The remaining menace, according to 
the government, is from “those indi- 
viduals who seek to establish a state 
based on a religious ideology." Judging 
by the number of people who are harass- 
ed by the government and those who 
are brought to trial, the government still 
fears Islam — a fear which is not totally 
unfounded. 

Still, there are those who disagree 
that there is a legitimate Islamic threat 
to the state at all. Islam, said a member 
of an opposition group, is an excuse by 
which the regime seeks to strengthen its 
own powerbase throughout the coun- 
try. Adi Sasono, a Muslim activist and 
one of the founders of the Jakarta-based 
Development Study Institute, insisted 
that the fabrication of a fundamentalist 
Islamic threat has been necessary for 
the government to maintain the status 
quo and to justify harsh treatment of 
those who criticise or oppose the au- 
thoritarian regime. 

“Identifying a critical voice as Is- 
lamic fundamentalism is an easy way for 
the government to legitimise its actions 
and gain support from the West in deal- 
ing with this opposition because most 
Western countries have a sort of hys- 
teria and paranoia towards Islam.” he 
said® e 
* 








"Whenever there is a protest the 
government calls it Muslim fundamen- 
talism," said Sasone. “It does not talk 
about socio-economic problems and it 
doesn't refer to political opposition 
which can emerge from any segment of 
society against an authoritarian regime. 
It is an artificial threat created to main- 
tain the status quo," he added. 

The strategy of the regime, many 
intellectuals and acavssts believe, is to 
discredit Islam by lis king it with various 
terrorist activities. Then, by identifying 
subversive individuals with these im- 
agined organisatiors, the government 
can justify its treatment of politically 
outspoken activists. 

In 1977 K5pkamrib. the army's intel- 
ligence section, ex»osed an organisa- 
tion called Komanco Jihad (Holy War 
Command), which & identified as a ter- 
rorist Islamic group with the aim of es- 
tablishing an Islamic state. Seven 
hundred men were arrested, almost ex- 
clusively from areas known to harbour 
strong Muslim sentiment. 

However there are doubts within 
the active Maslim cemmunity about the 
existence of such an organisation, espe- 
cially since many more religious lead- 
ers were also persecuted by the 
army on the grouads that they har- 
boured sympathy for Komando Jihad. 
Suspicious also was the timing of the dis- 
covery, since it came at a period of 
heightened tension between the govern- 
ment and the Muslim political party, the 
United Development Party (PPP). 

The discovery ef Kemando Jihad 
gave the governmer: a free hand to seek 
popular Muslim act vists and to weaken 
the rapidly -ising popularity of Islam. 
According te reports, when some of the 
alleged members of :he movement were 
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tried, they insisted thay they’were p 
ing under instructions Xrom army iMtelli- 
ence. They denied ay knowledge of 
Koinando Jihad. Even A. H. Nasution, 
a former general, is said to have denied 
the existence of such an organisation. e 
But the regime's hysteria towards 
Islam in the minds of the leadership is 
neither purely fiction, nor without jus- 
tification. Embedded in the psyche of 
the leaders is the experience of the fight 
for independence against the Dutch col- 
onialists. Many present-day leaders, in- 
cluding Suharto himself, fought in the 
Republican Army in the 1940s, and 
faced not only the Dutch resistance, but 
local resistance from communist and 
Muslim elements which sought to 
capitalise on the chaotic years of the 
struggle. 

Some Islamic pockets of resistance, 
which had fought alongside the Repub- 
lican Army, suddenly turned against re- 
publican troops and proclaimed a sepa- 
rate Islamic state in West Java. The 
movement came to be known as Darul 
Islam (House of Islam), and enjoyed 
considerable popular "prt until it 
was crushed in the early 1960s. 

There were also other clashes with 
other Muslim elements in Central Java, 
Aceh, North Sumatra, South Kaliman- 
tan and South Sulawesi. The pro- 
longed state of war due to militant Islam 
created within the army an antagonism 
against the religion which survives to 
this day. The strength of these move- 
ments has convinced the leadership that 
extreme force is the only method of 
dealing with Muslim insurrection. 

Perhaps the best example of the gov- 
ernment's heavy-handed treatment of 
what it considers to be Muslim aggres- 
sion is the 1984 incident at Tan- 
jung Priok, a dockland disjrict of 
Jakarta, where a group of disgruntled 
individuals clashed with army troops. 
The area is one of the most densely 
populated and poorest districts of 
Jakarta, where tensions. had been 
heightened just before the incident due 
to the government's modernisation pro- 
gramme of the harbours, which resulted 
in more modernised facilities and large 
labour layoffs. 


f viam were further heightened 
throughout the country, and espe- 
cially in the poorer, more pious areas, 
due to the government's banning of the 
only Muslim party, PPP, from campaign- 
ing on a Muslim platform. The party was 
also stopped from identifying itself by 
using any symbols of Islam, such as 
Koranic script or the Ka®abah, the Mus- 
lim holy shrine in Mecca. 

The incident reportedly began with 
the desecration of a mosque by two 
army officers. They had entered the 
mosque without removing their shoes 
and splashed gutter water on one of the 
walls to remove posters commenting 
problems faced by Mesėms and an- 
nouncing forthcoming religious gather- 
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met with armed resistance from army 
troops and police, who opened fire 
without first trying to disperse the 
crowd. 

The first official casualty figure of 
nine dead was later raised to 18. The 
final official toll was put at 30, though 
unofficial estimates range from 30 to 
300. Hundreds were arrested at the time 
of the incident, and more later through- 
out Jakarta. People rounded up by the 
army were charged with having deliver- 
ed speeches — in many cases up to years 
before the incident — which the au- 
thorities claimed had influenced the 
Tanjung Priok violence. Muslim ac- 
tivists were rounded up and detained, 

In the more than 100 subsequent 
trials, sentences ranged from 15 months 
to 20 years: charges ranged from being 
associated with organisations critical of 
the government, to distributing subver- 
sive leaflets. Many of those detained — 
according to the London-based human- 
rights group, Amnesty International — 
are prisoners of conscience, detained 
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eadquarters to protest the arrests, and : 


for non-violent expression of their poli- 
tical or religious beliefs. 

About the incident, Slamet 
Bratanata, a member of the Petition of 
50 opposition group, said: “The govern- 
ment still owes us an explanation about 
what happened ” Of the official figure of 
people killed, only one body was re- 
turned to the family. “The rest,” he 
said, “nobody knows.” 

The Islamic threat, most Muslim in- 
tellectuals con:end, is not totally un- 
founded. But the extent has been exag- 
gerated by a government which displays a 
"Western-type hysteria and paranoia," 
said Sasono. The prominent Muslim in- 
tellectual, Nureholis Madjid, said that 
to blame Islam ‘or promoting radicalism 
was absurd. “Blam does not produce 
radicals, they ave a product of socio-po- 
litical and economic deprivation." 

— Anwar Nasir 


















Popularity 
by default 


hile neighbouring Malaysia was* 


witnessing a resurgence of fun- 
damentalist Islam in the late 1970s, Pre- 
sident Sunarto was steering Indonesia 
through stormy waters using his self- 
styled "Guided Democracy," which he 
later changed to “Pancasila Democracy." 

On the surface there was little evi- 
dence then of an Islamic resurgence in 
Java, and there is even less evidence 
now of the ascendancy of Islam. But be- 
neath the surface is a quietly emergin 
voice which is gaining in strength wi 
the coming of age of a new generationof 
Indonesians. 

Better educated and brought up in a 
period of stability that the pre- 
vious generation had fought 
for, Eo remis youth are now 
asking difficult questions and 
demanding valid answers. 
This new generation, some 
economically deprived, some 

litically oppressed and some 
eeling culturally uprooted in 
the larger cities of a country 
rapidly trying to transform it- 
self into a developed nation, 
find no answers in the popular 
culture or the media. 

Mosques and university 
campuses are more and more 
becoming forums for debate, 
whether open or clandestine, 
and gathering places where 
many go to find answers, or 
just to seek the company of 
like-minded individuals. 

“Islam,” said a prominent 
Muslim intellectual, “has 
gained popularity largely by 
default, because there is no 
other ideology in Indonesia which ad- 
dresses the plight of the oppressed.” He 
added that “if communism had not been 
outlawed by the state, Islam would have 
had a tough time competing against it.” 

Another Muslim activist called Islam 
“a sanctuary for those who suffer,” add- 
ing that “mosques are the only place 
people can go to voice their concerns.” 

ne prominent feature of the In- 
donesian scene are the large number of 
vouths who frequent mosques, either 
just to pray, or to listen to the daily ser- 
mons which, as they cannot preach a 
doctrine of change, teach patience. 

A renewed interest in Islam can in 
part be gauged by the number of books 
and publications found on bookstands. 
Books translated from Persian, written 
by people such as Ali Shariati or Jalal 
Al-e-Ahmed, both ideologues who to 
some extent inspired the Iranian revolu- 
tion, are found in almost every 
bookstore. alongside other publications 
translated from other languages. Mus- 
lim periodicals such as Pfisma, Ranji 
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Masyarakat and Mizan, are also pop! 
among youth and in intellectual circles, 
but nowhere is Muslim activity more 
pronounced than on campuses. 

On the campus of the Bandung Insti- 
gute of Technology (ITB) stands the 
prestigious Salman mosque, which has 
inculcated in some of the engineers, so- 
cial scientists and artists trained at the 
institute a sense of social awareness. 
Some of the most outspoken and promi- 
nent intellectuals in the country were 
trained at ITB and influenced by the 
Salman mosque. 

One such individual is Adi Sasono 
who, though trained as an engineer, 
went on to establish the Development 
Study Group. This organisation helps 
tfe poor in villages the government 
does not reach to become more produc- 
tive, using knowledge and financial re- 
sources which it makes available. 

“This to me is also Islam,” said the 
outspoken Sasono, referring to the 
Muslim doctrine which preaches action 
alongside words. His concern for those 
less fortunate, and his unique style of 
practising Islam has, he laughingly said, 


caused him to be labelled a “water- 
melon Muslim: greemon the outside and 
red inside.” 

Nurcholis Madjid is another ITB 
graduate whe has become one of In- 
donesia’s most promment Muslim intel- 
lectuals. Macjid teaches another style 
of Islam — far more progressive and ac- 
commodating to the government — and 
for this he is suspec ameng the more 
fundamentalist activests. He readily ad- 
mits to some of the limitations of his 
ideology and also tha: it is m part shaped 
by the socio-politice! milieu. His mo- 
tives for preaching Is am, however, can- 
not be questioned. Like Sasono, he too 
is working towards a more democratic, 
more open society, using Islam as a 
means towarcs that end. 

Outside the Salman mesque, next to 
the men's dormitorv on the ITB cam- 
pus, are the offices of Kaarisma, a stu- 
dent publication which deals with Is- 
lamic issues. It is a centre of activity, 
with small meeting and sitting rooms, a 
library, a couple of computers and an 
ever-diligent staff of writers and con- 
tributors — all mobilised to further the 


ideals matter more than 
ideology or ritual 


Free from constraints 
of fundamentalism, 
Islam in Indonesia is 
dynamic and progres- 








sive. And, if one 
4r dares use the term in 
association with a 


faith which prides it- 
self on having remained unchanged 
throughout 1, years, it is avant 
garde. Islam in Indonesia is ever-ques- 
tioning and intellectual; it is a new Islam 
— a product of the narrow political con- 
fines within which it is forced to ope- 
rate. 

At the forefront of the movement is 
the American-educated Nurcholis Mad- 
jid, one of the most outstanding and 
progressive Muslim intellectuals in In- 
donesia. He believes that Muslims 
everywhere have focused too much on 
ritual, and too little on substance — 
even to the extent that the religion has 
become a call towards Islamisation 
without any definition of what that in- 
volves. 

Islam is concerned with such univer- 
sal concepts as democracy and social 
justice, Madjid says, and therefore Mus- 
lims should focus on promoting these 
concepts. *We should focus on the es- 
sence rather than the rituals of Islam," 
he said. It is only when such ideals are 
upheld that a society is truly Islamic, he 
believes. According to Madjid, change in 
society should come very slowly, and 
from withing— through education and 
awareness. “Once society is more Is- 





lamic,” he said, “the government will 
yield to the pressure and uphold those 
same principles.” 


In the debate oa the emphasis of 
Islam, Madjid is not alone in his beliefs. 
The Dynamics of Istam, a book written 
by Dr Kuntowijoy» of Gajah Mada 
University ir Jogjakarta, argues along 
the same lines. He stresses the impor- 
tance of “deals” over “ideology.” 
Slamet Bratanata, a member of the Pet- 
ition of 50 oppostion group, said: 
“Kuntowijoyo is onby making an obser- 
vation; this isalready being practised by 
many Muslims in Indonesia. Charity, 


side contributions, ong gets the febling 
it is at places such as thy — a free forum 
for debate — that the more educated 
Muslims develop an intellectual ap- 
proach to Islam and sharpen their ar 
ments, and where students and profess- 
ors alike interact on the common plat- 
form of faith. 


Islamic cause. Privat&y funded ting 


* 
Som of the more prominent Muslim 
intellectuals are found on university 
campuses, teaching courses ranging 
from engineering to mass media an 
olitics. Their activities, however, are 
imited by their pledge to the state ideol- 
ogy — taken before starting their 
careers — and risk losing their jobs if 
d stray from the straight and narrow 
path of Pancasila. Their arguments, 
therefore, can only be voiced in private, 
especially since army intelligence keeps 
a close watch on the campuses. 

Sahirul Alim, a Muslim intellec- 
tual and university lecturer in Jog- 
jakarta, discovered first hand just how 
closely university campuses are being 
watched when he was arrested and 





honesty, social justice and democracy; 
these are the ideals of Islam, and this 
should be the focus of Muslims.” 

But such ideas have their critics. Adi 
Sasono, another social activist, does not 
entirely disagree with Kun- 
towijoyo and Madjid. His views 
differ, however, over the 
ign approach to change. 

is beliefs are stronger on what 
he sees as the lack of concern for 
the disadvantaged. 

"Can people be asked to wait 
for justice until some time in the 
21st century, and must they ac- 
cept oppression, an authorita- 
rian regime, corruption and the 
lack of accountability in Indone- 
sian politics?" Sasono said. 
There is no guarantee of change 
through this approach, he ar- 
gues, and adds that the very edu- 
cation which is supposed to 
transform society and put pres- 
sure on the government, is con- 
trolled by those in power. 
"Those who determine the poli- 
tics of education are those who 
are most interested in maintain- 
ing the status quo," he said. 

Most Muslim intellectuals, he ob- 
serves, are from the middle class, which 
has benefited from the government's 
development drive. Therefore, ideas 
such as Madjid's, he said, “are a re-in- 
terpretation of religion based on class 
position." 

Madjid's ideas, according to Fachry 
Ali, a researcher at the Indonesian 
monthly magazine Prisma, represent 
"an urban people's movement." Ali 
added: “Islamic thought in Indonesa i 
influenced more by the«eocio-politi 
and economic structures of the country 
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| ud the Islamic influences onuniver- - 


than by other ideas.” Hence, the objec- 
‘tives of Madjid and other progressive 


Muslim thinkers, according to him, are 


not political Islam, but a socio-cultural 
Islam. 


Their ideas are Haiena by the po- 


litical situation in the country, he said. 

$F “Madjid and his likes are aware that if 

| they organise a political movement 

based on Islam, the 

strike it down," said Ali, adding that all 

- the activities of prominent Muslim intel- 

lectuals are based on how to avoid con- 
flict with the government. © 

But socio-political elements alone 

are nof'responsible for the unique shape 

Islam has acquired in Indonesia. His- 

tory, too, has played its part. It was 

merchants who brought Islam to the ar- 

.. | chipelago, which gradually absorbed it 

-.| into existing Javanese religions. Three 

hundred years of Dutch colonialism also 

| helped shape Indonesian Islam, which 

|| borrows Mil M "HU Western 

.] ideas. 





d To and some ‘purists | in | Ban- 
| dung, are alike in that their speeches 
| draw heavily from the writings of such 
-—.] Western social scientists as Clifford 
|. Geertz, Edward T. Hall, W. C. Smith. 
“The idea is to build an Islamic societ 
while at the same time maintaining suc 
iq ao concepts as democracy,” Ali 
sai 
But Madjid, who perhaps draws on 
Western ideas most heavily, attributes 








Indonesia and other Muslim countries.” 
; baril Arab i and Iranian thinkers are 
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ing, from Jogjakerta to B dung, a and 


intellectuals, activists and s 


available in the Indonesi 
i whichi is recent. 


as a tradition. 


| East are seen to be shrink 





expanding them. 


ll activities. 
There are those engaged ir critical de- 
bates about the government in small, 


closed circles in campus mesques; there | 


are those whc have made :he Muslim 


pilgrimage Haj and returned with 
new, Pan-Islamic ideas, and there are 
others. who have risked a great deal and 
| made the clandestine j journey to Iran, to 
E as and lit- j 


turn with ' revolutionary 3 3G 
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intellectuals. To establish such a net- 
ouble from 


lectuals, including universi 
sors, are constantly on the 


Jakarta. And Islamic perio 
ed with the latest articles b 


Theirs is the quiet voi 
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there is Sieb little Is ia literature 


Islam in Indonesia has 
shaped by the manner in which it was 
absorbed into the existing Javanese reli- 
gions. This explains why it is not as 
militant as Islam in some ether coun- 
tries. Elsewhere, Islam's spread took 
place as a result. of coni 
destroyed indigenous cul 





scripts were replaced by Ar bic, , age-old | 


traditions abolished an replaced by 
the archipelago by peace means, by 
wáy of trade. The old cult: 
intact until this. day. t3 

And what was first br 
donesia was not the orthodox religion of 
the Arabs, but the more pàs:sive and ac- 













commodating Islam of the 
Sufism, far more liberal in 
was relatively free from S: 
influences. And what Suf sr 
existing traditions of Java kad in com- 
mon, was a strong inclination towards 
mysticism, which undo tedly in- 
creased the appeal of the nev religion in 
Java. Islam came only asa religion, not 


s approach, 
i Arabian 












Therefore, there is a la 
litical and cuitural gap 
donesia and the traditional centre of Is- 
lamic thought. There are the 
lieve that the large popul 
was never in fact truly Is 
cause its conversion was 
peaceful penetration. 

While radical Muslims i the Middle 


tiers of Islam, people like Madjid are 
~~ Anwar Nasir 
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Charismatic Christians: seeking the right to evangelise. 


The government confronts S 





LINCOLN KAYE 





ingapore’s church activists 


Halting the crusade 


By Margaret Scott in Singapore 
Late last year there 
was a remarkable 
episode in which 
prominent Anglicans 
destroyed a valuable 
E Chinese table deco- 
rated with a dragon 
motif: the dragon is a 
satanic image to Anglicans in Singa- 
pore. Then, on 21 May this year, the 
government pronounced that com- 
munists had infiltrated the Roman 
Catholic Church: 10 church workers 
were among 16 people detained in the 
republic's biggest internal security 
round-up in a decade. Suddenly, Christ- 
ianity in Singapore has become a critical 
issue. 

Two contrary varieties of Christian- 
ity have been rapidly taking root in the 
republic. One is a conservative Protes- 
tant variety, keen on evangelising, and 
the other a more socially activist Catho- 
lic form which is, as is the case else- 
where in Asia, often critical of govern- 
ment policy. 

Both varieties are potential op- 
ponents — though for different rea- 
sons — of a government accustomed 
to religious activity which, in the past, 
has not strayed far beyond the confines 
of churches, mosques and other places 
of worship. 

The tradjtional pattern of religious 
activety in Singapore is changing and 

è 
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this has not »een lest or the govern- 
ment. Trouble brcke cut with the 
Catholics first, with the round-up of the 
alleged Marx:sts, including the 10 who 
were active in Catholic social work — an 
activity in wh:ch the government is also 
heavily involved and which is viewed as 
sensitive. Tae governments move 
served as a backdrcp for laying down 
an edict: religion must not mix in poli- 
tics. 

Trouble may also »e brewing for Pro- 
testants, whc also have been active in 
areas which the government has tradi- 
tionally considered sensitive. Protestant 
churches and evang-lical groups insist 
on the right *o spread their faith — in 
particular among predominantly Mus- 
lim Malays — and the government is 
concerned over pctential communal 
backlash. 

"The governmen: has forced religi- 
ous apartheic on us." a Protestant pas- 
tor said. "There has alwavs been religi- 
ous apartheic in Singapore, but we can't 
live with it amy more. It s our right to 
evangelise, and Melays can't be off- 

Se uu iL ee or ee 
Muslim resentment: page 61 


Spiritual warfare: page 62 
Rebels and champions: page 64 
Liberating bishops: page 64 


limits. 
mand.” 

To James Minchin, an Anglican 
priest from Australia and the author of a 
book on Singapore Prime Minister Lee 
Kuan Yew, Catholic social activists and 
Protestant proselytisers are tw5 facets 
of the same problem facing the govern- 
ment. 

“Up to this point, the government 
has been able to rely on Christianity as 
an important and cooperative ally in na- 
tion-building. But this very pro-govern- 
ment source could turn into a source of 
challenge to the government,” said 
Minchin, whose book, No Man is an Is- 
land, is a critical study of both Lee and 
his ruling People’s Action Party (PAP). 
The book is not available in Singapore. 


It is Our non-negotiable de- 


AS official objection delaying its re- 
lease focuses on three photographs, 
which the government says it provided 
without knowing they would be used in 
the book. 

“In the past, thee government's 
enemies have always been commun- 
ism, Chinese chauvinism and com- 
munalism," Minchin continued. "But 
now, religion is the front the govern- 
ment has to worry about because it has 
only limited control. The Protestants 
and the Catholics present very diffegent 
problems to the government. But what 
they have in common is the pos- 
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it "US. it is hard to 
understand how a region so 
large could be so long ne- 
glected, so little understood. 
This area, traditionally as- 
Sociated with plump grape- 
fruits, enormous cattle 
ranches and oil wells, is con- 
sciously creating a new | 
image. South Texas has . 
shed its old skin and is an- .. 
xious to let the world know. | 
that itis emerging as thenew — 
manufacturing frontier. 

The heavy emphasis on 
the development of man- 
facturing in the region is — 
not the result of a self-styled — 
desire for a new identity. 

: There are solid economic 
reasons why South Texas 
has long been based on ag- 
riculture, oil, gas and pet- 
rochemicals industries, and  . 
trade with Mexico. In order .. 
to continue to build its econ- 
omy, South Texas islooking 
outward, poising itself for 
international investment 
that wil transform this 


region into a major manufacturing centre in North America. 
With current double-digit levels of unemployment, depressed 
real-estate prices and under-utilised industrial facilities, the time is 
right for the Asian manufacturer looking to invest. Furtherrr 
Texas is one of the few US states without a state corporate or per- 
sonal income tax. Texas’ sales tax of up to 5.5-8% is less thar that 
of many other states having both sales and income taxes. South 
Texas is one of the country’s fastest-growing regions. With a popu- 
lation of almost 1.9 million, it will provide relocating industry with a 


2 steady. flow of highly trainable, motivated workers. 


Its close proximity to Mexico, with its abundant and inexpensive 
labour, and excellent transport links to major US markets te the 
north and east, make South Texas the ideal location for the invest- 
or looking for a foothold in the vast US market through offsnore 


operations. 


Geographically, South Texas forms a rough triangle whose 
sides are 250 'miles long, encompassing 44,000 square miles, 


-> bordered by Mexico along the Rio Grande river to 
^ c fhesouth and west, and the Gulf of Mexico to the 
~~ east. A roughly East-West line about 300 miles 
< ¿wide joining Victoria, San Antonio and Del Rio 
forms the northern boundary. At its southern tip, 
the region lies at the same latitude as Hongkong, 
bnt thanks tg the moderating southeasterly 
t breezes fromthe Gulf of Mexico, enjoys a subtrop- 
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nd Eagle Pass and the scenic Texas Hill country to the nort 
ation' s leading source of wool and mohair. Par 
oving south ard east along the Rio Grande, down to Te: 
opical southern tip is the lower Rio Grande Valley ai e 
than 600, DUC pe diae the cities of dl 


wot is served ip four ud p nee in Cotte 
Brownsville, Poem and Port Paus and has parae 


For the investor considering offshore operations, Soib e 
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e en vati Supe fi ig 
< and water- recreation aci- 
. lities. Dur Um 
^ - Swinging from ‘Car us 
_. Christi north to Victoria, the 
ee River forms tt 

. 85-mile-long Golden Cre 
<: cent embracing the Coastal 
-. Bend Region. To the south 
= lies the famous South Texas 
.. ranchlands, epitomised 
the King Ranch in Kleburg 
. county. To the north and 
west lies San Antonio, the 
. area's largest city, serving e 
> the northern gateway t th 

entire region. E 

Sweeping westward om 
San Antonio to the Mexican 
border is the nine-coun 
Middle Rio Grande Valle 
region, including the ferti 
wintergarden of Uvalde, th 
open country of Laredo, D 





































has a lot to offer in the way of a low cost, 
labcur environment. Being a right JO 
Texas enjoys one of the lowest rate 
tion in the country, currently at ab 
non-farm workers compared wi 
average of 25.2%, according to 2¢ 
conducted by the Area Development D. 

of Central Power and Light Cor ( ; 
comparison of labour productivity f 
that as manilacturing workers 












“per, ox le l Ans S eae Cu? 
- |. rently suffering one of the country's highest 
rates: of unemployment, 11.52%, the 
labour environment is characterised by high 
| employee loyalty and traditional values that 
“|. stress. fa ny and. the work ethic. This, ac- 





research for the Hadingen 
f Commerce, is perfectly dem- 
y the 244,300-person civilian 
J of the Lower ds Grande Vale 





























T ae i to. oan felonies aed 
E “ing cost study conducted by the Harlingen 
| | Industrial Foundation in 1985, simulation 
| results showed that the Rio Grande Valley 
(had. lower overall. operating costs than 
Korea, Taiwan, B and 





Corpus Christ, Texas, is a not spot for 
international investment in manufactur- 
ing. Why? 

We are the service and business 
center for all Scuth Texas. Our central 
location (2-1/2 Fours from Matamoros, 
Reynosa and Neevo Laredo, Mexico) is 
perfect for the servicing of Mexican 
Maquiladora bo:der plarts, and we have 
the 8th largest port in the United States, 
a port which has new ccntainer facilities 
for even more igternational trade, plus a 
Foreign Trade Zene. 

Our Taiwan office offers you quick, 
easy access to all information. We have 
some of the lowest unskilled 1abor costs 
in the United States (31% below the 
national average and 40-5096 below 
California). Our newly revitalized interna- 
tional airport ofers access tc the world. 

All in a setting of fantastic, tropical 


+ — beauty. Our quality of lif» is more than 
hw just talk. We haze super» housing, medi- 
Tho New Shey of ence cal and recreational facilities. We have a 


graduate-level university and voca- 
tionai/technical-raining schools. 

We are Corpus Christi. the New Star of 
Texas, the hot soot for isternational busi- 
ness. Telex or write for a confidential 
assessment of vour nex: project. 


im Please send me more information about 
EX Corpus Christi, :he New Star of Texas. 
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| San Antonio: opportunities abound. 









| fully loaded wages in the valley Tanging 
from. US$4.27-5.19 compared with 
| US$2.32 for Singapore and US$2.04 for 
| Hongkong. But after taking into account 
| electricity costs, freight to US markets, rent 
| and customs, the valley. offered savings 
costs of 8.8% over South Korea, 4.2% over 
Taiwan, 3.1% over Singapore and 0.4% 
| over Hongkong. 
| Further cost savings are available to the 
.| manufacturer who takes advantage of the 
region's foreign trade zones scattered 
throughout the area. For example, McAllen 
EI | has the nation's largest free trade zone, 
B. | which handled more than. US$1 billion last 





























= Name 


| a ae ae a ee eee as | year. ‘Industrial . parks, offering. excellent 
Fi Posit facilities conveniently located next to maj- 
m... Fositign . — | oy transport routes are available in 


| Brownsville, Corpus. Christi, Harlingen, 
McAllen and San Antonio. * 
| The prospective investor in South Texas 
|| can expect extensive assistance not only 
from local chambers of commerce and in- 
|. dustrial- development foundations, but also 
from CPL, which as supplier of electricity to 
| 44 of Texas southern counties, provides 
| full on-the-ground assistance to a compan 
| wishing to locate anywhetwen the region. 
|| CPL's area development department pro- | 
| fessional s staff can be the mt official contact - 


Address 


- Telephone 


Mail to: Corpus Christi Area Economic 
Develepment Corporation 

P. 0. Box 640 - 1207 N. Shoreline 
Corpus Christi, Texas 78403 
Phone: (512) 883-5577 
Telex: 312655 
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-Boasting an enchanting tradition and ambience, a 
= -stable economy, an abundance of skilled and semi- 
Skilled labor and a low cost of living, San Antonio 
has quietly become one of the nation’s fastest 
growing cities, and a prime location for tourism 
and major corporations and businesses. 


£onioS WestPlex is the focal point of the city's 
increasing high-tech operations. Leading 
corporations such as Advanced Micro 
Devices ard VLSI Technology, Inc. have 
located in WestPlex, drawn by its vast 
research capabilities including The South 
Texas Mecical Center, The Southwest 
Foundation for Biomedical Research, The 
Southwes: Research Institute, The Texas 
Research Park, The University of Texas 
Health Science Center and, set to open in 
1989, The University of Texas Institute of 
Bio-Technology. Plus, Sea World of Texas, 
opening ir mid-1988, is forecast to draw 
3 million tourists per year to the WestPlex 
| yoviding an ideal opportunity for retail, lodging 
and toerist projects. Offering essential resources and 
a steaay influx of pace-setting corporations, WestPlex 
| à vital role in making San Antonio a proto- 
ity of the 21st Century. 




























For mose information on San Antonio and WestPlex 

including a Rice Univesity Research Study, "A Growth 
Market in San Antonie,” an Economic Generator Map 
of Wes:Plex and copies of the WestPlex newsletter, 
: write V*estPlex, Box 18, 45 N.E. Loop 410, 


San Aritonio, Texas 78216. 
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“San Antonio, Texas 


410 WestPlex Developers + Barshop Enterprises/Alamo Downs 3usiness Park « Westlakes/Leeper Bros. Properties, 
inc. /The Gill Companies « Park 410 West, Ltd. « W stover Hills Wender/ Wright Interests $9 
Westpark, Ltd.» Roy L. Whites ames t. Musgrove- e 

































ted in this section. 

According to Mike Blum, director of 
gnning at Valcon International, which 
des planning, design, construction and 
nsulting services to newly locating com- 
inies in both Texas and Mexico, construc- 
costs in South Texas are the lowest in 
e US, a distinction the region shares with 
States of Louisiana, Alabama, Missis- 


foot are about US$10 less than the 
Í the nation, says Blum. running be- 
'US$20-25 for light manufacturing 
$$30-35 for heavy manufacturing. 
is within Mexico run about the same, 
jays. 
blic education is Texas' biggest busi- 
accounting for more then half (5395) 
2 State government's total expenditure. 
no Magi to dur is the 
















. This programme, operated through 
'exas State Technical Institute in conjunc- 
in with the Texas Economic Development 
ommission and the Texas Education 
Agency, assists in providing training for new 
employees under the new plant start-up or 
plant-expansion programmes. € 








. Georgia and Arkansas. Costs per. 


tt Texas for the new. investor, par- ya ne eR eR ES 
y for those South Texas cities not fec. ioo TR 


Le: ding US senator welcomes Asian investors 


T: the investor wary of the currents of protectionist e 
sentiment in Washington, Texas Senator Lloyd 
Bentsen, chairman of the Senate Finance Committee, has 
some very encouraging words. 

Says Bentsen: "I want to see world trade expand, and as 
chairman of the Senate Finance Committee, I'm pushing 
for passage of trade legislation that will promote that. My 
geal is the establishment of a consistent, coherent, US trade 
policy — a policy our trading partners can predict — to 
And down trade barriers wherever they are found around 
te world. 

"Those who have access to our market should know 
with certainty that we expect access to their markets. We 
expect them to live up to trade agreements with us. " 

Bentsen, who is a native of the Rio Grande Valley, 
feels very close to his roots. He maintains strong ties with 
South Texas, a region which he sees as playing an im- 
portant role in the future of freer trade for the US that he 
hopes pending legisletion can achieve. Bentsen recognises that maquiladora man- 
ufacturing opoortunites offer a tremendous potential for the expansion of world 
trade. 

"One idea !'m exp-oring-— | talked about it with President Miquel de la Madrid of 
Mexico last year — is t try to expand the potential market for goods produced by the 
US and Mexico at the naquiladora plants along the border. I would like to see our two 
countries work together nctonly to produce these goods, but also to boost exports of 
them to countries like Japan, West Germany, and others. If the US can establish a 
trade policy that successfully reduces protectionism, which is my legislative goal, we'll 
have more markets fo- our maquiladora products.” 








Sen. Bentsen. 
















Contact Jim Beaman / Director of Trade Development / Port of Brownsville, | 
PO. Box 3070/Brewnsville, Texas 78523-3070 / 512/831-4592 / Telex 766612 
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aquiladora 


tis ten minutes to five in the afternoon in the immaculate as- 
‘sembly plant of Johnson Controls, located in Reynosa, 
» Mexico, across the Rio Grande from McAllen. With only min- 
utes to go, the entire floor is still working assiduously. The factory is 
sur prisingly quiet, UA for the chatter of the workers, most of 










hé lack of noise is deceiving, This air-conditioned factory em- 
| some. a fhe n most sophisticated T available. This 





ETERN jare Women, Ars between 18 and 25, and MUR to 
os Shipp, are extremely productive. 

^c Atthe nearby TRW seatbelt assembly plant, plant manager Joe 
Mical lef echos Shipp's sentiments on Mexican labour. "At the be- 
ginning we were amazed at the ability of the people here," says 
Micallef. "We quickly realised we had excellent people to work 
with, not only in productivity, but their manual dexterity is second 

to none, and the quality of their product is excellent. " 
This is no hollow claim. TRW has received awards for quality 
excellence from both General Motors and Ford. Micallef empioys 
48 quality-control inspectors, most of whom are graduates from 
the four-year training programme in quality control at the Reynosa 

Technical Institute. 

"Five are employed in the laboratory, while the rest perform ine 
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square feet. l 
The success story behind Johnson and TRW is far fror 
Hundreds of foreign companies have realised the tremendo 
benefits of opening twin plants, or maquiladora, on the US- 
can berder. : 
"This type of expansion is extremely typical of the m iq 
industry over the past five years,” says Dennis Hodak, com 
cial director for Valcon International, a consortium of US 
Mexico interests that offers turnkey operations on both sides of 
border. 
Hadak says that not only have many plants doubled their cà 
city átexisting sites, but additionally more men are being emplo 
ed as new products and processes — such as foundaries and me 
fabrication — become more common. 
ernatively referred to as twin plants, production sh 
in-bónd pem operations, Mie de began in 1965 : 



















asiEconomic eee there are almost 1,100 ea E 
spanning the US-Mexican border, stretching 2,000 miles from 
Tijuana/San Diego in the west to Brownsville/ Matamoros on the 
"Gulf cf Mexico to the east. ; 

The big spurt in maquila growth came following the Mexica ! 
economic crisis of 1982, which started a spiral of inflation and re 
peated peso devaluations that have transformed Mexican labou 
costs i nto one of the cheapest in the world. Maquiladora, which 
prior to 1982, were treated as a low priority by Mexico, today are 





t QUILADORA 
um has $t empong 16, 340 in P i NTS 


IN MEXICO 
NCE 1975 


: ET new y idimi aon wil - pro S uu: Mexico needs 
ET jobs. S pre. that's the main reason for the interest in twin 


"76 777 "78  Á'79 ’80 0.81 082 .'83 0'84 085 "B6 
| * Estimate. 
Source: Maquiladora Services Department, American Chamber of Commerce of Mexico. 


tee or ‘in- "bond" ‘for the purpose of using g neges 


tor ; between 5. 8% 0 of total velie, and im bie our which 


And our business climate is even 


South Texas offers you inexpensive, If you'd like more information, call 
productive labor. Plentiful, versatile or write us coday. You're gonna love the 
landsites. And, a tax break that’s hard to climate here. Especsally the business 
beat. No unitary taxes, and no state climate. 
income taxes, either corporate or 
personal. 


i“ 
You’re gonna love the Climate here. 
Bruce Mill&r, Manager of Economic Development m Central Power ard Light Company m PO. Box 2121 @ Corpus Christi, Texas 78403 w (512) 881-5699 
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: Bank 9 of ban 2 add Jeader d the e “refered to the 
|... “heated attention" | maquiladora have been receiving recently in 
| Acre asing dictat of the UNS d ad- 












‘Erectly saved - 8, 000 “Supply-related . jobs. 
tees that all jobs associated with. Supplying 
s és oA in the US. n ; pool 








... are very appealir ol 
w be happy. We take: advantage t of low cost tlabour, the US 


: - that iti is really ideal "erai ise all the parties will be ka 


The Topanga are e particularly interested i in the Rio Grande m | Ame uc components * 


Borderline Success. 
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Zenith, G.E., and Genera. Motors-Delco 
here. But we figure increased profits from 
low labor ccsts in maquiladora operations 
had something to do with x, too. 


We think you'll like McAllen for 





Nancy Fryer of the McAllen’ i 
Industria! Board would like to talk to ` 
you. Call her at (512) 682-2875, or 
write P.O. Box 790-B, McAllen, 
Texas 78502. 


31 cAllen/Reynosa may be 
M borderline, but there's 

d nothing marginal about our 
success. In fact, our location on the 
Texas-Mexico border is one reason 












McAllen is the 3rd fastest growing MSA 
in the country. And the nation's leading 
Foreign Trade Zone is here, with #1 
ratings in dollar volume and weight of 
goods processed. 

Maybe the cooperative spirit of the 
community lured industry leaders such as 





other reasons also: low cost of living, a 
sub-tropical climate, nationally recognized 
school district, and an eniiess list of 
recreational and bi-cultura. activities. 

Most of all, McAllen wants you 
here—you won't find a cif. more eager 
to please. 





Contact us to find out how... 


OUR BORDERLINE 
CAN ENHANCE YOUR 
BOTTOM LINE. 


MCALLEN' 
TEXAS | 



















SOUTH TEXAS ____ | f : ADVERTISEMENT SUPPLEMENT 


Brownsville 


| Cisneros, director of the Port of Brownsville, describes the 

future of Brownsville with the passion of a man who has spent 
the past 22 years working for the port. The four projects he sayswill 
vastly improve services offered by the port are: a new international 
hei e linked to an international industrial park in Matamaros; 

odernisation of the railway-extension system; deepening of the 
bon channel from 36 to 42 feet, and building modern container- 
handling facilities. 

These improvements are being financed through a unique 
agreement made possible by close cooperation between the US 
and Mexican governments. Under the agreement, private US 
funds are channelled through a Mexican partner to build Mexi-o's 
share of the needed infrastructural improvements. The total pro- 
ject includes a railway loop, a 10-kilometer highway, the Port Irter- 
national Bridge, extension of electric power-distribution system 
and a new water-treatment plant. 

Ideally situated at the southernmost tip of Texas, the Port of 
Brownsville has long played an important role as a deepwater port 
for cargo transported to and from Mexico. As a result, the porthas 
been affected by the slump in the oil market and its crippling effect 
on the Mexican economy. More than 50% of the port's traffic in- 
volves Mexican trade, of which two-thirds has been Mexican 
domestic commerce. 

But according to Cisneros: "There is a silver lining on the cark 
cloud of devaluation." He says that for the first time, the 
Brownsville/Matamaros area can compete for investment 
worldwide, because of its unique location on the border, its com- 
petitively priced Mexican labour, immediate access to the US 
transport system and worldwide shipping. 

Brownsville is the only Texas location — and one of two in the 





US — to combine the advantages of a border deepwater port with 
a foreign trade zone. The 40,000-acre port complex is linked to the 
Gulf of Mexico by a 17-mile, 36-foot-deep channel. It serves as the 
southern terminus of the US Intracoastal Waterway System, pro- 
viding barge access to Houston, New Orleans and every major 
market in the central and eastern US. 

The Brownsville Foreign Trade Zone contains approximately 
19,000 acres of developable properties. A further 3000 acres is 
available at the Brownsville/South Padre Island International Air- 
port with a good access to air taxiways, and 15,000 acres in the 
port self remain available. 

Cost of leasing industrial land in the port complex ranges from 
US$2,000 an acre per year for space without direct channel access 
to US$3,600 an acre per year for locations on the channel. € 


Corpus Christi 


his Gulf port of more than 340,000 people has all the advan- 

tages of a big city, combined with the appeal of a small town; 
and Ë is little wonder that it attracts more than 4 million tourists a 
year. The city offers a beautifully landscaped waterfront and prom- 
enade that calls to mind Mediterranean seaside resorts. Culturally, 
it is home to the Corpus Christi Symphony, the Art Museum of 
South Texas, the Harbor Playhouse, Heritage Park, a large marina 
with a yacht club anc some of the best seafood restaurants in the 
country. 

Corpus Christi s industrialisetion began with the discovery of 
vast oil and gas reserves in 1913. The oil and gas, refining, pet- 
rochemicals and plastic-resin industries are only part of the diver- 
sified Corpus Christi economy. Its economic base also includes ag- 
riculture and ranching, the Corpus Christi Naval Air Station, head- 
quarters for all US Naval Flight training and the Army Depot, the 





"What's good for South Texas can 
be good for the world’ 


Among sprawling South Texas cattle ranches and 
oil wells, and next door to the fabled King Ranch, 
lies Texas A & I University in Kingsville. As the 
regions oldest and most comprehensive aniversity, 
Texas A & I has been a strong traditiona! leader in 
teaching engineering, agriculture, anc business. 
Our impact has always been felt in our part of the 
world; now it's being experiencec in yours. 


In recognition of our excellence and through a 
cooperative arrangement with the government of 
Malaysia, six of our faculty will soon be teaching 
at the Shah Alam Center near Kuala Lumpur, 


while many of that country's brightes: and 


est 


students are studying here. 


Our academic degrees and research interests run 
the gamut from "high-tech" pursuits to the arts and 
sciences. In fact, we offer some 65 fields of study. 


Come explore the educational opportunities at 
Texas A & I and the economic prospects of 
Kingsville. 


We're Texas A&I. 


Texas A&I University/Campus Box 216 
Kingsville, Texas 78363/(512) 595-2677 
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es of 45-foot deepwater channels, three railroads offering the 
ossibility of one-day service to Mexico, and immediate access to 
major highways and an international airport. Beginning in June, 
ort will have container-handling facilities. Tom Moore, man- 
ger of Corpus Christi's newly opened Foreign Trade Zone, says 
with containerisation facilities soon available, the port will be 
ble to offer rates 25% lower than Houston, New Orleans or New 
tk. 
The 15,000-acre Foreign Trade Zone activated last year cffers 
^ntives to the foreign investor. Two manufacturing concerns 
hich have already located in the FTZ are Gulf Marine Fabricators, 
uiiders of oil rigs, and Hitox Corp., a paint-pigment producer. 
orpus Christi has readily available, affordable housing that 
ally costs between 15-25% less than the national averace. A 
excess of commercial space related to the drop in oil costs 
ed prices, and Corpus Christi's construction costs are 
below the national average. 
orpus Christi boasts an excellent public-education sys:em, 
s several institutions of higher education serving the area, includ- 
ig Del Mar College, a two-year community college (25,000 full- 
part-time students) and Corpus Christi State University. ¢ 




























ingen, situated equidistant from Brownsville and McAllen, 
considers itself to be well-suited as a distribution and admin- 


. excellent transport links — an international airport served by taree 
. commercial airlines, a modern barge port located on the Gulf Inter- 
_ coastal Waterway, two railway switching yards connecting McAl- 
_ len and Brownsville, and the intersection of the Valley's two major 
expressways — this city styles itself as the natural hub of the eatire 
Rio Grande Valley. 
_ Unemployment currently runs at about 14% and the city erjoys 
ely low level of unionisation (less than 2% of the work- 
d one of the highest labour-productivity rates in the state 
cording to the Harlingen Industrial Foundation. 
igen offers three industrial parks, with a combined 670 
lable, including a 350-acre Industrial Airpark, the 200- 















ai 
ort of Harlingen, and Harlingen Industrial Park of 120 acres. 
esses located in these parks can receive city services without 
City taxes for up to seven years. 
ingen enjoys one of the lowest cost-of-living indexes ir the 
;. Harlingen's index is only 97.4, compared with New York 
). San Diego (116.8) and Los Angeles (114.1). 
potential electronics manufacturer, the Harlingen cam- 
exas State Technical Institute — regarded as one œ the 
est vocational schools — offers a steady stream of highly 
duates. With more than 2,500 full-time students, in con- 
h Texas Industrial Commission and Texas Employ- 
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E 7 hile McAllen is a young community — it was established in 
1916 — it has become the fourth-fastest growing SMSA 
(standard metropolitan statistical area) in Texas, with a population 
of almost 90,000. Located only 10 minutes away is McAllen's sis- 
ter city, Reynose Mexico, with a population of more than 400,000. 

Despite McAllen's youth, this city has experienced an unusually 
stable history of financially strong, pro-business local government 
which has allowed it to become the financial, retail, cultural and 
medical service centre of the Rio Grande Valley. 

But when one asks McAllen's residents what makes their city 
unique, the answer will inevitably refer to the city's quality of life: 
excellent schools and medical facilities, good transport, inexpen- 
sive housing — a typical three-bedroom house sells for about 
US$65,000 — good cultural facilities anda strong local leadership. 

Agribusiness has long played an important part in the economy 
of McAllen, which is located in Hidalgo County, the state's top 
county for agricultural receipts. But McAllen has worked hard to di- 
versi'y its economic base. The efforts seem to have paid off. Thirty 
companies from the list of Fortune 500 industrial companies, in- 
cluding General Motors, Manitowoc, Levi Strauss, General Elec- 
tric and National Medical Care's plant to make kidney dialysis 
machines have chosen McAllen as their site of operation. 

Lie other cities in the Rio Grande Valley, McAllen recognises 
the ttemendous impact that the recent growth of the maquiladora 
operations have had on its local economy. Mayor Othal Brand esti- 
mates that 4076 of the money earned in the maquiladoras is spent 
on the US side of the border. 

Reynosa, a major centre for the Mexican petroleum industry, 
has in recent years seen rapid industrial expansion and today 27 
US corporations involved in the production of electronic compo- 
nents, motors, apparel and heavy manufacturing have located 
here. Some of the most sophisticated technology is being employ- 
ed by companies including General Motors, General Electric, 
Zenith, Datacom, Genicom and Manitowoc, the world's largest 
manufacturer of mobile cranes. 

Many companies including Zenith and Johnson Controls which 
have hi-tech assembly plants in Reynosa, have chosen to locate 
their maquiladora administrative and distribution facilities in McAl- 
len’s foreign trade zone — handling the nation's largest dollar vol- 
ume, more than US$1 billion last year — is an additional selling 
point to manufacturers attracted to McAllen's low-cost, highly pro- 
ductive environment. Currently suffering an unemployment rate 
of nearly 20%, McAllen has an abundant supply of eager skilled 
and semiskilled workers. 

Akeady characterised by a rich bi-cultural mix — 71% of McAl- 
len is of Hispanic origin — the city is highly receptive to having a 
third cultural influence from Asia to enhance its community. @ 


San Antonio 





€€ V ou have to participate on an international basis to be truly 

successful," says Robert Peche, vice president of the San 
Antonio Economic Development Foundation, an organisation es- 
tablisned 12 years ago that represents 150 local businesses. San 
Antonio sees itself as the natural choice for the overseas investor 
anxicus to get a foothold in the US in the face of growing protec- 
tionist sentiment in Washington, and the city is taking positive mea- 












.— You want to sell to the Unites States? Get into 
Mexico! And the best way to get into Mexico? 


INTERMEX: The International Mexican Bank. 


We combine the best of being Mexican and 
International. In Mexico we are affiliated to the 
largest commercial bank, the foreign trade ang 
the national development banks, and we have 
vital links to both public and private sectars. 
Internationally we are associated with leading 
banks in Germany, Japan, Switzerland and the 
United States. 


With our unique experience and expertise, 
we can show you how to take full advantage cf 
Mexico's opportunities. Manufacturing facilities 
within driving distance of the US border. 
An educated, versatile, low cost workforce. 





Building Business in Mexico 


Shareholders | 
Bank of America NLT. & S.A 
Deutsche Bank A.G.. Union Bank 


Banco Nacional de Mexico S.N.C. 
Nacional! Financiera S.N.C. 





INTERMEX 










p energy. Fiscal and. tariff advantages. 2 
in addition an attractive domestic market. 


market in, among others, dis 
minerals, chemical, textile, ceramics, - 
‘onic and autcmotive industries. 






















w can we help? We cffer a full service ces 
' evaluating client needs we advise on site 
eton and help with legal and administrative 
. We arrange the building of the plant to 
specification, provide finance and follow 
its development. 





Sc open the coor to the US market from is 
*ico, with Intermex. In London, contact ... 
a| Mancera and, in Mexico, Hector Reyes. 


liitermnational Mexican Bank Ltd. 


LONDON MEXICO 

29 Gresham Street Rio Tiber 110, 8th Floor 
Mexico D.F., CP 06500 
Telephone: 533-18-05 to 09 © 
Fax #Gp3) 525 0558 

Telex: 0177 3894 IMBLME . . 


sone: «81 -600 0880 


ns 381 101 7 INTMEX 


Banco Nacional de Comercio Exterior SNE 
* Switzerland The Dai-ichi Kangyo Bani 


SUUIH LEAAS 








Burn Center at the Brooke Army 
Medical Center, the Southwest 
Foundation for medical research 
and the Southwest Foundation, 
which accommodates 7,000 re- 
search animals, including the world’s 
largest captive baboon colony. 

A key to San Antonio’s econo- 
mic growth is the WestPlex, a 150- 
square mile area that contains the 
vital ingredients to the city’s future 
— biomedical research, tourism, 
services and the military. The 
WestPlex was chosen as the site of 
the world class Texas Research 
Park, a 1500-acre applied-research 
centre anchored by the University 
®f Texas Institute for Biotechnol- 
ogy, to open in June 1989. 

Also to locate in the WestPlex is 
VLSI Technology Inc., which 
chose to build a major new plant 
on the basis of the low cost of 
utilities, available labour, transport 
and quality of life. 

A new 10.5-mile freeway 
will carry an additional 3 mil- 
lion tourists expected to visit 
Sea World, the world’s larg- 
est marine life park, when it opens in the WestPlex in May 1988. 

The city boasts the lowest municipal tax burden for c'ties of 
population greater than 3000,000 — US$4.10, or less than half 
the national average for cities with a population of that size. Un- 
employment currently runs about 7.5%, compared with double- 
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River Walk, San Antonio: qual ty of life. 








Where in the World 
is the Rio Grande Valley? 






In a pivitol location... 
with unique access to 

Mexico, labor, mater:al 
sources and the World. 






Top 10 Fastest growing Metro in U.S.A. 
Efficient shipping ports, Airports, Foreign 
Trade Zones and Highways. No State 
Corporate or Personal income tax. The 3io 
Grande Valley Group Newspapers serving 
96% of the Daily Newspaper Market in ^he 
Valley. 


Write or call for FREE comprehensive Demographic & Statistical Marketing Data to: 





THE MONITOR 
McAllen, Texas 
VALLEY MORNING STAR 
Harlingen, Texas 
BROWNSVILLE HERALD 


Brownsville, Texas 


GROUP MARKETING OFFICE 1310 S. COMMERCE P.O.BOX 511 HARLINGEN, TX 78551 (512) 423-5511 


9 
digit figures throughout most of the 
rest of the region. : 

According to Coldwell Banker. 
national real-estate brokers, a 
2,000 square foot 7-room hgjise 
with a two-car garage, in a good 
neighbourhood, in December 
1986 sold for US$254,00 in Los 
Angeles, US$125,000 in Dallas 
and US$90,500 in San Antonio, 
and the city contains a 576-mile 
highway system (second only to 
Los Angeles) which makes intra- 
urban mobility excellent. 

The city's department of eco- 
nomic and employment develop- 
ment provides excellent develop- 
ment incentives through its One- 
Stop Business Information Center, 
which offers assistance for new 
firms in obtaining site locations, 
licensing and permitting, financial 
assistance, technical advice and 
review by the city's public utilities 
staff, and assistance to firms in- 
terested in bidding for government 
contracts. 

The leading employment sec- 
tors include wholesale and retail 


trade, which accounts for just over 25% of the city’s industrial mix, 
followed by services, with 29% tourism and medical facilities being 
the major contributors, and government 21%. The foundations for 
biotechnology are already in place, with well-established research, 
clinical, educational and manufacturing facilities. @ 
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fuel and fodder. Here a woman prepares for agricultural education. 


Whwv ao far 


For more detailed 
information write to: 


FINSA MATAMOROS 

INDUSTRIAL. PARK 

P. O. Box 4662, 

Brownsville, Texas 78520, 

Tel: (512) 544-3011 

Tix: 75-1499 SISCOUD 

Attn: Sergio Arquelles 
Rene Gonzalez 
Jaime Martinez 


fraccionadora industrial del norte, s.a. 


X 


FINSA 
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A&I/Kingsville 


ust 40 miles South of Corpus Christi lies Kingsville, a city of 

3,000 known as the region's living legend because of the his- 
torical role played by the fabled King Ranch in the development 
and settlement of South Texas. 

Kingsville offers all the advantages of small-town living, but with 
all the opportunities and amenities of a large city nearby. Higher 
education, ranchinc, petrochemicals and a navy base for training 
jet pilots form the economic backbone of the community. 

Kingsville has always been «nówn for its receptive business en- 
vironment, because an active chamber of commerce and, most re- 
cently, creation of an aggressive economic development council. 

Texas A&I University, the region's oldest and most comprehen- 
sive university, has deen a traditional leader in teaching engineer- 
ing, agriculture and business. Now it is pursuing such hi-tech en- 
deavours as cloninc mesquite trees for food, fuel and fodder, and 
investigating biomedical applications of snake venom (the so-call- 
ed monoclonal antibodies, magic bullets) for possible use with 
human subjects. The university, neighbouring the world-famous 
King Ranch, offers majors in more than 65 fields of study including 
the arts and sciences and education. 

A&I boasts a low student instructor ratio of 15:1, and nearly 
10% of its approximately 5,500 full and part time students come 
from abroad. The university offers the only accredited programme 
in natural-gas engineering in the US and its College of Graduate 
Studies, which accounts for about 20% of all full-time students, 
provides master's degrees in business, physics, chemistry, biology 
and engineering. The government of Malaysia recently recognised 
Texas A&I's excellence in teaching by inviting six A&I professors to 
Kuala Lumpur for e year while sending several of its most able stu- 
dents to Kingsville € 


FINSA: Mexico's 
closest industrial 
gatewav to 


the U.S. market 


Fraccionamiento industrial del Norte (FINSA), 
the in-bond offshore industry in Mexico, was 
formed to lease and sell manufacturing space to 
firms operating under the ‘‘Twin Plant” concept. 
FINSA is located in Matamoros in the northeastern 
part of Mexico, just across the border from 
Brownsville, Texas. Matamoros is the closest 
and fastest traveling connection between both 
countries. 


With us, you can manufacture without capital 
investment, without legal involvement and without 
mountains of bureaucratic red tape. Here you are 
guaranteed a hard-working, highly skilled, stable 
work force that ensures very attractive profits. 
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Hongkong electronics: why not Texas? 


Immigration 


€€ he bottom line is, if somebody 
wants to come in from Hongkong, 
yes, we can get them in," said Laurier 
McDonald, Edinburg. Texas-based immi- 
gration attorney. There are several routes 
by which an Asian investor can obtain US 
residency. 

The first involves taking advantage of the 
Treaty of Friendship, Commerce and Navi- 
gation of 30 November 1948 with Taiwan. 
Hongkong Chinese can obtain Taiwanese 
passports, he says, or failing that, a legal 
passport obtained from another treaty 
country. There are 30 countries with which 
the US has signed such treaties. Aminimum 
business investment of US$250,000 would 
be required to enable an investor to take ad- 
vantage of commerce and friendship treaty 
status. This gives the investor most of the 
rights of a US citizen. 

Known as a category E2 classification. a 
commerce and friendship entry requires an 
investment under the umbrella of a US cor- 
porate structure. Certificate of deposit, 
company shares or speculative real-estate 
investments do not qualify. Under a cate- 
gory E2 visa, the investor can only work on 
his qualified investment, but a spouse or 
children may work anywhere. 

Once an investor has found a qualifying 
investment, a category E2 visa will take up 
to six months for approval. Legal fees run in 
the vicinity of US$10,000. Qualified invest- 
ments also carry the provision that key per- 
sonnel can also obtain E2 status. Thus an 
Asian investor can bring in key manage- 
ment personnel to work on the investment, 

An alternative route exists under the 
H&L. categories which also bear non-immi- 
grant status. These categories are for per- 
sons of distinguished merit and ability and 
intra-company transfers. While — both 
categories are valid for non-immigrant 
status, length of stay in the US has recently 
been restricted to five years. @ 
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REVIEW readers interested in more 
information on manufacturing op- . 
portunities in South Texas are in- 

vited to telex or write on company 
letterhead to any of the advertisegs 

in this section. All inquiries will be 

held in the strictest confidence. 
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sibility of defying government con- 
*trol. They, can both be independent 
forces.” 

The detained Catholic church work- 
ers have been accused by the govern- 

ent of using church organisations to 
spread Marxist ideas. True or not — and 
there are many sceptics — the workers 
were part of a small group of priests, 
lawyers and social workers whose ac- 
tivities conflicted with government 
tenets. 

Whether involved in the church's so- 
cial-service centres for foreign workers 
(mostly Malaysians) or in writing for 
church publications, many in this group 
have been critical of PAP policies in 
such areas as labour, population control 
and immigration. This small group of 
activists, who served as a magnet for 
like-minded people, fostered a loose al- 
liance of malcontents — Catholics and 
non-Catholics alike. 

Protestant proselytising — especially 
among Muslims — is seen as a potential 
threat to stable relations among Singa- 
pore's various races, and this activi- 
ty could provoke a collision between 
the church and government. Multi- 
racialism is a fact of life in Singapore, 
and matters of race are taken seriously 
in this country of 2.6 million people, of 











Aggressive proselytising has brought with 
it . Bambang 


whom 76% are Chinese, 15% are Malay 
and 6% Indian 

It is a fragile community and since 
being Malay t virtually synonymous 
with being Muslim, race anc religion are 
intertwined. It has always been taboo 
for Christians to proselytise among 
Malays here, but today’s Christians are 
bucking against what they now view as 
official constraints on religious free- 
dom. 

A leader of the Evange'ical Fellow- 





, Vice- 





ship, an organisation embracing 150 of 
Singapore's 400 Protestant churches, 
views evangelism as thee mainspring of 
his faith. To convert someone, he says, 
is the highest homage that can be 
paid to God. Hence, Christian lead- 
ers are grappling to reconcile their 
interests with those of the govern- 
ment. 

A high-ranking Protestant leader, 
who asked for anonymity, said the issue 
of evangelism also poses questions 
about the role of the Christ- 
ian movement. “We live ina 
secular state and up to now 
we have never questioned it 
because we were so busy 
building up our churches. 
Now we are looking outside 
the churches and we feel we 
have an obligation to God to 
get involved," he said. 

While the Catholic church 
has captured headlines of 
late, it is the Protestants who 
are gaining new adherents at 
an accelerating rate and have 
the most clout in business and 
government circles. 

The bulk of the Protestant 
church's new members are 
young and zealous, giving vi- 


Charismatic Centre. 
One pastor said he and his s are not in the habit 
— a status of taking stands on controversial and have main- 
| tained good relations with the . But in a bold 


ones — Malay students comprise only One of the religious leaders involved in down the 

3% of the NUS student A Protestant group’s views said they will stress the right to 

Late last year, Berita Harian, 's Malay news- 
papon pushed fe ron a inv 's submission is not likely to delight a gov- 

serial esc m doc eser investiga- ernment has recently made clear its stance on the 
tion that was resentment among of church and state. For example, in March, 
Muslim leaders against these and that a fair almost immediately after its arance in Singa- 
amount of evidence existed that some was di- pore, members of a sect called the New Testament Church 
rected at Malays. In an interview with Berita, Syed Iisa were arrested and charged with illegally demonstrat- 
Semait, Singapore’s top Muslim leader, to Christ- ing. | 
ian groups to stop these activities. after the Berita Aad Minister of Foreign Affairs S. Dhanabalan, in a 
story, the Evangelical Fellowship agreed to ask Christians secare cadit Action eC The AP INQUE 
not to pursue conv among Malays. ists, said: “If leaders, as in the case of some of 

The 1980 census recorded only 805 Christians in those detained, use their religious cloak or the 
Singapore, and there is little that the numberhas body to pursue a political aim, then I think they are 
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s position ` 
and politics is bound to become more dif- 


ba 61° 








to a theology which places a pre- 
mium on conversion and biblical purity. 
-it appeals mostly to English-speaking 
Chinese and has won many converts 
among young, well educated profes- 















A church pastor, who says he cannot 
-keep track of the increasing numbers of 
people joining his congregation, said 
; God told him that Singapore is to be the 
Antioch of Southeast Asia, ushering in 
à Christian era. A young man calls 
- Singapore's new aggressive form of Pro- 
festantusm “high-octane — religion." 
Some observers compare it to Ameri- 
an-style “praise-the-lord” Protestan- 
sm — God-fearing and Right-lean- 








































' Singapore is unusual in -that 
lainstream Protestant denominations 
ere have been influenced by the 
charismatic movement,” which be- 
's in such signs from God as a fol- . 
























ues" previously unknown to the 
ker and faith-healing. "Among 
rotestants in Singapore, what is 
1ainstream would be considered reac- 
tionary anywhere else," said a priest on 
the staff of the Christian Conference of 
Asia, a liberal organisation of Protes- 
tant churches in the region (to which 
many of Singapore's churches do not 
belong). 

~ Government census figures gathered 
"in 1980 indicate that 10.3% of Singa- 
- pore's population were Christians at the 
time, with 4.6% claiming to be Catholic 



































and 5.7%. denis. 
min Chew, who hezds the Evangelical 







Wet's sudden ability to "speak. in | 





Protestan:. 


Fellowship, says the Protestant percent- 
age has soared, perhaps reaching more 
than 12% of the total papulation and 
possibly 40% of that portion of the 
population falling 5erween the ages 
of 15 and 25. His estimates, impossi- 
ble to confirm, are accepted by 
many academics aid religious lead- 
ers. 

“Something happerec last year — 
we are growing | faster than we have ever 
grown before," Chew said. Over the 


past five years, he said, the church- 





ellowship to- 
converts a 


es of the Evangelical F 
gether gained about 500 
year. | 

In 1986 atone, however, 2,300 con- 





| versions were recorded. And in the 
first three months 


ef 1987, Chew 


| said, 1.400 people signed decision 
cards,” signifying < desire to join. a 





‘church. 


"he influeace of Christians here is 
larger than their numbers would in- 


dicate. According to the E980 census, of 


the 10.3% of Singaporeaas recorded as 
Christians, 35.8% had a university edu- 
cation. One sign of :he prestige Protes- 
tants commanad is the presence of four of 
them in Lee's cabinet. More than a third 
of Sing P parliamentary seats are 
held by Christians. 

"Christian. influerce rs likely toin- 


crease. Christian campus groups say 
about 40% cf the s:ucert body at the - 





But Benja- | Nation al: 





Universi + Singapore | 
(NUS) is Christian, making ehe univer- 
sity one of the most important 'cen- 
tres of the Christian movement 
here. | : 
At the university's medical schoos, 
75% of students are Christians, an in- 
dication of the appeal Christianity 
has among future professionals. In 
addition to their influence at the 
tertiary level, such groups as Youth 
for Christ permeate Singapore's middle 
schools. 

There are many reasons given for 
Christianity's allure. Some say it is a 
means of escape from the city's constric- 
tive environment. Others say it serves as 
an anchor to secure those who have 
found dizzying Singapore's rapid trans- 





| formation from a community of kam- 


pongs and Chinese clan associations to a 
hodge-podge of skyscrapers and public 
housing estates. Others see Singapo- 
reans' embrace of Christianity as re- 
flecting the development of a new 
Singapore culture — fundamentally in- 
fluenced by Western ideas, but retain- 
ing as a foundation the city's unique cul- 
tural mix. 

NUS Student Union president Wong 
Weng Hong believes Christianity's hold 
on an increasing number of well edu- 
cated Singaporeans is directly related to 
the widespread use of the English lan- 
guage. Most of an entire generation, he 
MUR out, has been educated in Eng- 
: | 

But the widespread adoption of Eng- 











a Younger generation has driven a wedge 
between them andtheir parents, leaving 


young people adrift in a mutant cultural | 


-sea which their parents are at a loss to 
explain. This has spurred young people 
to seek a philosophical line that is more 
in keeping with the changing nature of 


their cultural identity than the tradi- - 


tional thinking of their parents. For 





i.m y. Christianity, a religion eminent- 
iS the | 











| ly compatible with English, 
Wong said many young Singapo- 


 reanis view traditional Chinese ancestor 


| worship as backward. In addition, few 
young people can read Taoist and 
Buddhist scriptures, which are written 


| in Chinese. "Christianity seems more. 


| modern, with it." In fact, there has been 
a -surge of interest in Buddhism, 
| though it has lacked the pace and the 

i fervour of the move towards Christian- 


‘dmund Lim, former leader of Var- 
sity Christian Fellowship, the 
largest Christian student group at NUS, 


said Singapore's Christian movement is 


zealous because it is young. He said it 
; has provided a theological rationale for 
turning one's back on the culture of 
one's parents. "We don't need to 
: apologise for being sectarian and strict. 
^ 1f becoming a Christian does not mean 
"changing your life, then what is the 
point,” Lim said. 
The fervour, especially the charis- 


; lish by members of the repüblic s 








matic kind, 
change in a believer's life — the pro- 


cess is called "renewal." But the 
change takes place withm certain 
bounds. 


Believers go to services, chant and 


. Sway and wave their arms m the air, 


and there is a sense of retreat from 
their well-orgamsed, save- -and- -buy life- 
style. 

There is an eiement of E ER 
in all this — as there is in rehgious fun- 
damentalism o? all stripes — which 


manifests itself in criticism of Singa- 
 pore's consumer society and 2 supposed 


lack of spiritual values.: But right 


alongside such criticism exists an almost 
| Calvinist vein, with material success 
 applauded. 


The fervour has besos a key ele- 


ment in Singapore-style Protestantism. 


"E 


At the city's largest Methodist church 
there are two charismatic Sunday ser- 
vices. Other Protestant churches have 
followed suit. 

At St Andrew's Anglican Cathedral, 
Bishop Moses Tay oversees acharisma- 
tic ministry anc conservative theologi- 
cal teachings. The Chinese iable with 
the offending dragons had been 
with the cathedral since the mid- 
1930s, a gift from a Wea PN church- 
goer. 

Last October, however, ene of the 
priests concluded that it was satanic. 





Not long afterwards the table, which 


had once been used as an altar, was re- 
moved. A canon at the cathedral gave a 


serves as a catalyst. for- 


8 national church in a place like Sing 









sermon chinatising religious i intc 
He was subsequently banne | 
preaching. | 

All this sparked a debate óver eli, 
ous tolerance and whether Singa 
porean Anglicans have much in com: 
mon with the Church of England al 
more. There is some talk of break 
away from Canterbury and creating an 
autonomous Anglican Church | o 
Singapore. E 

In May, James Wong, an Anglicar 
canon, wrote in a newsletter th 
traditional Anglicanism was foreign. 
Instead, he wrote, “we want to be ana 
tional church . . . It is best.to describe 
ourselves as a national, evangelical anc 
charismatic Anglican Shares in 2m 
pore" T e m d | 

The evangelical element. is most 
portant, particularly when talking 

































pore where, according to official fig: 
vres, nearly 8096. of the population 
is non-Christian. And Protestant evan 
gelical fervour is in evidence e 
where. ; 

Fliers announcing a Singapore visit: 
by some internationally known 
preacher or invitations to prayer meet- 
ings can be found stuffed in post-boxes 
from the city’s business district to its: 
rew-town housing estates. [n out-of- 
the-way neighbourhoods and in. the 
shopping malls along the city's Orchard. 
Road, young people with bibles eagerly . 
engage passers-by in conversations d 
about salvation. uu 








hortly- before. je “resigned as a 
priest in the Archdiocese of Singa- 
pore, Patrick Goh offered his theory 
about the government's recent deten- 
on of 10 alleged Marxist church work- 
s. The pictures. of Roman Catholic 

: s taunting army tanks in the days be- 





os fled in February 1986 
: have. captured the attention of 
me Minister Lee Kuan Yew, Goh 

Lee probably follows what priests 


AE he prime minister looked around 


* 





ee to discuss the arrests. 


"three other priests. resigned. and 


ae T 


national. TV, saying he could not dis- 
Marxists had infiltrated the church. The 
were closed or made ineffective. 


the search for an explanation to the tim- 
ng of the government's 21 May round- 
p of the 10 church workers and six 
ther alleged Marxists, and its out-of- 
be-blue ‘resurrection: of the “com- 
nist threat,” 


S shops from Pakistan 
| to Thailand to Japan 

once camped out in a 
| village school house 









and mixed with lo 








ting of Catholic caurch 


S. Dhanabaian, ofenrg 


e former Philippine President Fer- 
Marc he said, the goverr ment 


| ments in the bud." 
doing in Seoul as well, he specu- 
said: “Not here!’ He is out to cripple | 
‘he. church is his real target,” Goh 


d ght before Archbishop Greg- 
Yong was scheduled to meet with. 


church grours for recruit- 


ree days later, on 3 June, Goh 


found themselves banned from preach- | 
The archbishop had appeared on 


ove the government's evidence that . 
places in which the four priests worked 


.Goh's theory is only one of several in | 


 fecast in the novel set- 





: j on the Philippine is- 
"| land of Samar by night 


nts by day. Another outing in 1986 
a M in Thai. was eigens to 
s who went. 


strong strand of an inform 
what uncoordinatec Reman Catholic- 


groups. Foreign Minister 


the most exp icit ratona:e 
for the rounc-up, sad the 
government was wed ver- 
sed in the way comraunist 
movements grow. Thus, 


“must nip such move- 


. Exactly what bud was 
nipped, though, is open to 
question. The government 
says a communist plet was 
blooming that relied cn 


ing with the ultimate aim 
of setting up a comraunist 
state. 


The church' s smzl band of pod ac- 
church-run refuge > 


tivists counter that z 
for runaway Filipina maids and a re- 
search centre that issues reports on so- 


cial issues — two tamge:s of the govern- - 


ment's rounc-up — would make poor 


catalysts for a communist revolution. 
The activists conterd the arrests were - 


designed to squast religiously moti- 
vated dissent and a type of social ac- 
tivism perceived by the government to 
be a potentia. source of opposition. 
From Vincent Cheng — the most 
senior of the detained church workers 





o 


and the mainstay © the government's. 


case that the church was being used by 


is loosely called liberation theology. 


From its base in Manila, the BISA has 


poem dore more than any other re- 
igious organisation io nurture and en- | 
courage an uamistakabie trend towards- 
activism — often political and some- 
times- 
Roman Cathelic priests in the region. — 


anti-government — among 


This institute is one percer 


nd some- 


charity workers. They: are influenc 





embrace an Asian-style 


newsletters. 


network. Amother important strand, 
which connects almest every diocese in 
Asia, is made up ef the Justice and 
Peace Commissions, set up with the 
blessing of the Vatican to prod church 






he region of the = ^ 
itholicism. as the 


portent mate japati 
np of man ¢ C 









is a nucleus of bishops, priests and 


i. | meetings and have contacts with the 
? | same funding sources. 


| the BISA, rely mestly on Ei 





sian method aly $ the concepts of what 





‘| involvement in loca! issues. There also 


church workers. They attend the same | forging P 
| tute was in many vay / 


Many ef these groups, including jw 


churches for support. West German 
Roman Catholic churches, for example, 
































y 
and are part of a growing network of. 


Catholic priests and lay workers in the 


. region who include in the} 
-definition of church wor 

. the organising of workers 

į and the poor, and oppos- 

- inginjustice. 

. Nevertheless, compari- 
sons between the Singa- 
pore situation and that in 
the Philippines or South 

||, Korea are overdrawn. 
j| Singapore has no or- 
ganised, viable opposition 
to the ruling People's Ac- 
tion Party (PAP) that- 
could garner support from 
the church. There are no 
political parties, student 
groups or subversives pos- 
ing any measurable threat 
to the government, and 
the clergy does not play a 
pivotal. tolé in. politics. Finally, . Cat- 
holics make up only a tiny portion — 


| less than 5% — of Singapore's popula- 


tion. 

Yet Cheng and his colleagues do 
t liberation 
theology, fashioned mainly by priests in 
the Philippines and spread by an infor- 
mal circuit of people, organisations and 
e script for the role the 
church should play in politics, according 
to this theology, was written in the 
Philippines during the Marcos years. 


| The Catholic church's opposition to in- 
justice placed church activists on the 


side of those opposed to Marcos. Some 


| hive been underwriting the outings of 


the Asian bishops. Another majór fund- 
ing source is the Asian Partnership for 


Human. Development, which collects 


money that lias been donated by Euro- 
pean Catholic churches and then picks 
projects in Asia to support. — 

Most of the people and organisations 
that make up this network espouse what 
they call an Asian version of the libera-. 
tion. theology born in Latin America 
and. inspired by Marxist ideas. This 


| theology, still riddled with disputes and 
far from being a uniform set of beliefs, 
| took on a form of its own when it was. 
transplanted to the Philippines. It is the 
` tenets of the Philippine variety — 


characterised by a reluctance to endorse 


| revolutionary armed. struggle as a jus- 


tified . religious. stance — which have 
been rapreading re round d the region. I 












the. Philippine h ishop an e Juli lio p uem 
| d 


priests became revolutionaries in line 
with this theology. Some of them be- 
came'communists as well. 

The arrests in Singapore seem like a 
new version of an old story to Bishop 
Feancisco Claver, now at the Loyola 
School of Theology at Ateneo de Man- 
ila University. "Governments, land- 
lords, anyone in a position of power that 
feels threatened by talk about justice 
immediately throws out the communist 
accusation," Claver said. There is a rad- 
ical impulse in liberation theology be- 
cause it demands that Catholics speak 
out against injustice and side with the 
poor. But to label everyone pushing for 
social change a communist or even à 
Marxist is absurd, he said. 


O ne of the major conduits for spread- 
ing the tenets of liberation theol- 
ogy around the region has been the 
Bishop's Institute for Social Action 
(BISA), based in Manila. Dennis Mur- 
phy, a former Jesuit who came to know 
Cheng and Goh as a staff member of 
the BISA, said Singapore's core of church 
activists had a reputation for being 
timid. “I would always be asking Vin- 
cent [Cheng] and some of the priests: 
Why aren't you doing more? Why don't 
you organise the workers, work more 
with the poor?" 

What Cheng and his colleagues were 
doing falls into two categories. The first 
revolved around centres for workers of- 
fering legal assistance and counselling. 
The second was on a more intellectual 
Tesi designed to cajole more Catho- 
ics into social action and led by the Jus- 
tice and Peace Commission, a Vatican- 
inspired research office. The commis- 


least reassure, the bishops in the region 
that Pope John Paul II approved of an 
activist church. “We wanted to show 
them that the message of the church was 
clearly on the side of the poor. We 
wanted to show them that they could 
not resist these new teachings," said 
Dennis Murphy, a former Jesuit who 
has worked with Labayen. 
The minimal goal, according to 
Labayen, was to build a tolerance 
the bishops. Then, those bishops 
w be less likely to interfere with or 
stop young priests who were trying to 
carry out social p mes in the dio- 
ceses around Asia. Usually the seminars 
last at least a week, and are typically at- 
tended by 30 or so bishops. One will be 
held in August, revolving around the 
theme of “ ing a church of the 
poor, particularly of urban workers.” 
Since the early years, there has been 
a distinct attempt to radicalise the 
anri cs "They were taken to see pov- 
erty, live near it and see what it was 
like," said Murphy. “We would bring 
them to the Philippines and they met re- 
latiwes of politicgl prisoners. They met 
the relatives of killed by the mili- 
tary. Then we would take them to com- 
+ 
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sion issued a series of publications, or- 
ganised seminars and provided a link 
between the rest of the regicn and Sin- 
gaporean Catholics, chronicling 
philosophical debates among church 
workers elsewhere as well as their day- 
to-day activities. 

Cheng and the four priests who re- 
signed were the prime-movers behind 
these activities. Many of them, includ- 
ing Cheng, attended the General Col- 
lege Seminary in Penang during the 
seminal years in the late 1960s, when the 
teachings of the Second Vatican Coun- 
cil became the new orthodoxy. 

“We were shaped by those years. We 
believed the church must be a force for 
change,” said Edgar D’Sousa, Cheng’s 
classmate and room-mate in Penang. 
D’Sousa went on to be ordained, Cheng 
did not, but they both fashioned careers 
based on their early vision of church 
work. Until he resigned, D'Sousa was 
the editor of The Catholic News, the 
archdiocese's b:-weekly newspaper. 

In 1985, after some 15 years with 
church organisations in Singapore and 
Thailand, Cheng became the executive 
director of the Justice and Peace Com- 
mission. There, Cheng wrote and kept 
up his wide range of contacts in the re- 
gion and in Singapore. He invited 
Philippine Bishop Julio Labayen, who 
built up BISA influence in the region, to 
speak in Singapore about social action 
in the church. He organised a seminar 
on the poor worked with Catholic stu- 
dent groups anc community centres. 

A little more than two weeks after 
his arrest, following the Singapore trad- 
ition of broadcasting confessions of those 
arrested under the Internal Security 


munities where people were organising 
to show them somethi hopeful.” 

After each outing the bishops gather 
for several days to discuss what they 
have seen. The institute invites special- 
ists in various fields to discuss its social 
and political ificance. In 1984, the 
BISA assessed the effect of its seminars. 
The Manila-based Asian Secial Insti- 
tute surveyed bishops in the federation 
on their attitudes to church activities. 
One conclusion was that bishops who 
had attended seminars had changed 
their thinking. 

A significan: number of bishops ap- 
proved of the church becoming involved 
in organising labour unions snd farmer 
unions, forming squatters' ts groups 
and holding classes among the poor de- 
signed to spark activism. 

However, the survey found a large 
gap between their attitudes and their ac- 
tions. The number of what the church 
calls social action programmes had risen 
only slightly between 1979 and 1984 in 
dioceses outside the Philippines. De- 
spite the seminars, many Asian bishops 
were wary of implementing such pro- 
grammes because of anticipsted disap- 
proval from political leaders. o 


Act, Cheng appeared on TV and said 
there was a hidden agenda to his ac- 
tivities. Interviewed by four Singapo- 
rean journalists, Cheng said that his sec- 
ret goal was the establishment of a class- 
less society. However, Cheng also told 
his interviewers that he had doubts 
about communism, and “when I was in- 
volved in the church, I never talked 
about Marxism." Instead, Cheng said, 
he invoked Christian concepts “espe- 
cially liberation-theology concepts.” 

To judge by the writings of the com- 

nission under Cheng, the ideological 
content was hazy, shaped mostly by a pre- 
lictable championing of the poor against 
the rich. It was never strictly Marxist. 
The publications were a mix of articles 
jn local issues anc reprints of articles of 
:he region. There were articles chastising 
nulti-national corporations for exploit- 
ng the resources of developing coun- 
cries, criticising countries in the region 
:hat abused human rights under the ban- 
ner of “national security" and arguing 
that the North-South gap is more 
consequential than the East-West 
divide. 

Singapore Highlights, a synopsis of 
current events in Singapore, for exam- 
ple, was peppered with commentary, 
usually taking potshots at the PAP. Last 
December's issue. after reporting about 
possible changes in the constitution and 
che method of voting, included this: “It 
's also interesting to observe that the 
major voices of alternative views have 
deen silenced im the past months, 
namely: |J. B.] Jeyaretnam and the 
Worker's Party, foreign press, Law So- 
ciety and church groups. Who will be 
the next target?” — Margaret Scott 








| losses tota xi 





Japan's mills may not need their doomsday plans 


Steelyard survivors 


By Charles Smith in Tokyo 


n Japanese steel industry may al- 
ready be on the way to winning the 
battle for survival which it began in mid- 
1986 when the yen revaluation knocked 
the bottom out of the domestic steel 
market, while simultaneously cutting 
.] the industry's export earnings. 

.* The 1986-87 results of the “Big Five” 
| steel producers (Nippon Steel, Nippon 
. Kokan, Sumitomo Metal, Kawasaki 
Steel and Kobe Steel) were the worst in 
the industry’s history, with operating 
nearly *400 billion 
(US$2.8 billion), and production down 
by nearly 8% from the previous year's 
level. 

Yet, Kawasaki and Kobe have re- 
ported a distinct improvement in sales 
and earnings in the second half of the 
year, due mainly to an upturn in home- 
market orders. Of the remaining three 
companies, Nippon Kokan and 
Sumitomo seem ready to admit that, 
though business conditions are 
“severe,” there is a good chance that 
earnings will recover during the first 
half of fiscal 1987 (which started 1 
April). This is a far cry from the situa- 


the prospec: of a mse beth in the price 
and tonnages likely to 5e ordered b 
China durimg the latter half of 198 
(though negotiations wit? the hard-bar- 
gaining Chinese importers are only now 
getting under way). 

More important than piecemeal indi- 
cators such as these, however, are signs 
that Japan's entire domestic market for 
steel could be on the verge of improving 
as a result of gove-nmeat measures to 
reflate the »conomy. Government ef- 
forts to undertake much of its 1987 pub- 
lic-works projects during the first half of 
the year have already helped orders in 
the construction industry. But steel-in- 
dustry executives expect the ¥6 trillion 
reflation package unveiled by the 


tion early this year, when a majority of |, "1 


the five appeared to feel that 1987 
would bring still worse operating results 
and even lower production levels than 
the “black year" immediately following 
the yen revaluation. 

Signs that the situation facing the 
industry has begun to improve include a 
slight hardening of prices for some types 

of steel in the domestic market, where 
construction-industry orders have been 
increasing since early in the year, and 


Nakasone cabinet on the eve of the 
Venice Summit to have an even bigger 
impact in the second half of the year. 

The package focuses mainly on the 
public-works sector — an area where 
demand for steel is already strong and 
where prices have risen well above the 
low points reached in mid-1986. But 
economists believe the package may be 
large enough to produce a "ripple ef- 
fect" into other sectors of the economy, 
including manufacturing where demand 
for steel was still running far below year- 
ago levels during the first four months of 
1987. If this occurs, a net increase in 
steel sales in the domestic market 
should not be out of reach in the 1987 
fiscal year, with vq gcn cs of overall 
production hitting 96 million tonnes — 
the same as in 1986. 


A repetition of 1986 production levels 
this year might not appear encour- 
aging, given the gloom surrounding 
last year’s business performance. But 
there are two reasons why simply main- 
taining production levels might look 
like an achievement to the industry. The 
first is that for production to be the same 
in both 1986 and 1987, quarterly output 


& | will have to rise substantially from the 














level in January-March (when the in- 
dustry hit bottom). 

Less concrete, but perhaps of greater 
long-term significance is that output of 
96 million tonnes would be well above 
the levels foreseen in the “disaster 
scenarios” written by the steel com- 
panies at the start of the year. In the 
Stringent retrenchment programmes 


its accumulated current-account — and for 
strategic reasons, prefers to do it in ne East Asia. 
' _ Thus the Asean Fund could well be as large as US$5 bil- 


f Crus sri mali ee eee 
Manila in December to work out details of the new aid 





mentioned by Asean officials. Much 







! ETE 986 dnd. Peay 1987 i it 
was ‘assumed that production. would 
probably average 90 million tonnes over 
the two to three years ending in the 
egrly 1990s. (The exact length of the 
period for which the assumption was 
made varied. according to the period 





chosen for each company's recovery- 


plan.) This level of output now seems 

unlikely, even if the steel-makers are 

.| still far from getting back to the produc- 

| tionlevelsof 100 million tonnes and above, 
which were once regarded as normal. 

„A 90 million-tonne production level 
looks. less. plausible today than in the 

d half of 1986 because, despite 
: oiced fears, steel manufacturers 
dn in the newly: industrialised countries ap- 
pear to have failed to break into Japan's 
- import market despite the higher yen. 
“|. The 1986 imports of 5.25 million tonnes 
.| (up from 4.48 million tonnes in 1985) 
still represented less than 10% of 
domestic consumption, and appear to 
have been confined to the spot market 
where steel is bought in small lots for the 
construction industry. 

More remarkably, imports of steel 
from South Korea — Japan's largest 
supplier and most formidable com- 
petitor in third markets — continued to 










be exceeded by Japan's steel exports to 


South Korea, though the margin of 
surplus has diminished as a result 
of aggressive selling by South Ko- 
rean trading companies. 

Major Japanese steel com- 
panies complain that even though 
South Korean imports have not 

"deprived them of their markets, 
South Korean price competition 
has been driving down prices in 
Japan. It is now common practice 
in the shi butidin industry, one 
source "claims, for purchasing 
agents to use a price quotation - 
from South Korea's Pohang Iron- 
and Steel Corp. to drive down the 
prices of Japanese suppliers, even 
if the company concerned has 





Note: Figures exclude revenue from: sales of stocks. 


never purchased (and never intends to 
purchase) South Korean steel. 

The shipbuilding industry's tactic 
of threatening to buy South Korean 
steel may help to explain way prices for 
steel plate in Japan's domestic market 
have fallen even more steepiy than most 
other varieties over the past 18 months 
— from ¥71,590 a tonne ir. July 1985 
to ¥54,000 at the start of 1987. But 
in the plate market, as in o ber sectors, 
the dogged persistence with which Ja- 
panese steel-makers have cung to their 
traditional markets seemed to start 
paying off early this year. By the end 
of April, prices for plate had edged 
up marginally, towards ce 000 a 
tonne. E 








TK weak point in the brighter scenario 
now being written for ‘he steel in- 
dustry is that another bou! of ven ap- 
preciation might drive dc estic steel 
markets back into recession, while mak- 





ing it harder than ever for ‘he industry | 





. to earn a profit by exporting. But the 
risk of further yen revaluation has to be 


set against progress already made by the 
odd in ipi up w th the first 























pty fist kcu 
tant to discuss production : 


Hali year deficits 





‘nber 1986 halt | 


common knowled; e hat 


year ago. The. extent to 


companies within Kobe’s. own gre 


most geographically scattered a of the. 


time needed to close down blast. fur- 
| naces in remote steel-making centres, 












g | Hi 
have been reduced and stocks curtaile 
so that de facto costs are Jower thar 




































been done varies sharply from on 
pany to another, depending mai 
the speed with which it has been 
ble to shed excess labour. ; 

At Kobe Steel, the smal lest- Ö 
Big Five and the first to announce a 
trenchment plan (in Novembe 
4,500 workers out of a total of 2: 
were shifted out of steel making dui 
the first four. months of 1987 by 
combination of natural attrition and tl 
“lending” of workers to other ente 
prises (usually newly formed.. 


By June, Sumitomo Metal. had. 

2,600 workers, or 43% of. the : 
ber specified in the company's thre 
year retrenchment programme, whi 
Kawasaki was said to have mad: 
“good start" on a two-year programi 
which will reduce its steel workforce 
5,000 workers. 

Nippon Steel Corp., (he lar, 'est and 


Five, appears likely to face the greates 
long-term difficulty in cutting itself. 
down to scale, if only. because of the 





. Such as Hokkaido and:north-east- 
-ern Honsuhu. But the company 
claims to be on track, like its com- - 
petitors, with a programme that — 
should restore. operating profita- 
bility by the second half of fiscal: 
1988. - 
Getting back into the black by : 
early 1989 might not be the same - 
thing from Japan's point of view 
as defeating once and for all the - 
challenge from cheaper producers- 
that was posed by the yen revalua-- 
tion. It might, however, be equiva- - 
lent to winning the first round 
in the long struggle for survival: 
that seems to be facing the indus- 
















r By Michael Westlake in Hongkong 


he decision by China's State Coun- 
cil tö grant funds for the construc- 
n of an airport. near the border with 
gkong appears — if one believes 
ocal papers — to have finally forced the 
igkong Government to evaluate op- 
for a new international airport. 
owever, despité a barrage of 
ia questions and a ‘flurry of ex- 
itement in the territory, the govern- 
nt maintained. that nothing had 
anged. 

H stressed that the plans drawn up by 
opewell Holdings-led consortium 
v, 19 Mar.) were still under dis- 
ion by a'high-level committee; a 
iously shelved government plan for 

airport west of Lantau island was 
ing re-examined, and a study was 


































[^ airport. can 
with. increasing traf- 


Whether the excitement 
Was more than a media 
event is open to question. 
Certainly, political pres- 
sure on the government has 
intensified. It is now faced. 
with several proposed air- 
ports — some perhaps 
more real than others ; 
= which - threaten almost | 
to. surround the. terri- 
tory, — | 
The government has. 
brought forward its dead- 
e for a decision on a new 
rt from 1991 to 1988, 
hen the Kai Tak study 
ill be finished. Neverthe- 
less, it still runs the risk that. 
ure to give the go-ahead 
a new airport in Hong- 


MT nro in the: Vibia s future. 






















mu. The f faxes of shé a air- 
L accommodate smaller jets, 
Douglas MD80s operated by the Civil 





second stage will be able to a Boe- 
ing 7473. 


e Coungil. approval. 
in pre-emptei by Sh 

















inge commissioned to decide how | 


ong might be interpreted asa lack of | 


"and McDonnell - 


Aviation Administration of China. A- 


! miles’ west of Macau i is sta awaiting 
ad- may now | 
het 


xd by runways 


Pressure grows for decision on billion-dollars airport plans 


> Canton: The ex sting White Cloud 
airport is rusning cose to capacity, and 


. plans incluce a new terminal which 


could handle up to 5.4 million passen- 
gers a year — an increase of about 80%. 
Plans also include the possibility of re- 
stricting Waite Cloud to domestic 
flights and moving :nternational opera- 
tions to Sherzhen. 

» Macau: Various plans for a Macau in- 
ternational airport have been put for- 
ward over the past 20 vears. In recent 
weeks, Macau casimo magnate Stanley 
Ho has publicised a »roposal for a HK$2 
billion airport, desgned to handle all 
types of aircraft. However, the low 





price and intended : -onstruction time of 


Just one year give the plan little credibil- 
ity. 
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British iat on Hone future 

was initialled. Chek Lap Kok wougd 
have the advantage of speed, be- 
cause the government had spent some 


HK$185 million on feasibility and en- 
 gineering studies before shelving the 


scheme. 
Jacobs added that China’s choice of 
the Shenzhen site might render Chek 


|. Lap Kok undesirable because of poten- 


tial air traffic congestion problems, and 
so the consortium’s proposal to reclaim 
land east of Lantau might make more 
sense. This proposal is part of a HK$20- 
25 billion grand design which also in- 
volves vast additions to Hongkong's 
container port and roads, aimed at mak- 
ing Hongkong essential to the develop- 


| ment of southern China. 


The Macau anc Zhuhai proposals | 


\IRPORT PROP 


to any future new Hongkong airport. 


But the Sherazhen s te is near to one re- 
jected by OEC ng because of its. 
|. closeness 
ny g D kd sanctuary. 


the territory's Maipo 


hina's choice would suffer from the | 


same problem of bird strikes, which 


pose a serieus safety risk and could 
mean costly aircraf: repairs, and would. 
undoubtedly be the target of protests by Ww 
the World Wildlife Fund. i 

. Hongkong Finarcial Secretary Piers 
au said on 16 June that his personal 
“preference was for a new airport at 
Chek Lap Kok, west of Lantau Island. 
This plan was shelved in 1983, officially 
berause of its high cost 





HK$35.4 bil- 











PELDE: 


| kong must be situated Within the terri- 
| tory's. borders The [of 4 
imir 


Perhaps, accidentally, Jacobs intro- 


duced an element of confusion into the 


debate by adding the reservation that 
putting such a large scheme in the hands 
of one developer would be a very seri- 
ous step. This is something the consor- 
| tium has never intended 
, doing — Hopewell and 
artner Cheung Kong/ 
lutchison plan to take 
2096 stakes in the venture, 
with the Hongkong and 
Chinese governments tak- 
ing perhaps 15% each. The 
. rest would be divided be- 
tween companies such as 
Jardine and Swire, which 
have expressed interest in 
the venture. 

The Kai Tak study or- 
dered by the Hongkong 
Government is expected to 
| take 10 months, and will be 
| presented by late 1988. 
' Previous estimates that Kai 
^ Tak might last until 1995 or 
even 2005, after the com- 
pletion next year of an ad- 
ditional terminal, now look 
highly optimistic. Passen- 


mvewMPoRoayM! ger and freight traffic have 
- look at best to be long shots, leaving the | 
- Shenzhen plan as the only serious rival 


continued to soar peyond planners’ esti- 
mates. | 
The airport's convenient location 
virtually i in the heart of urban Kowloon 
also carries a number of penalties, in- 
cluding road congestion, aircraft noise 
(only mitigated at night by a midnight- 
early morning flight curfew) and the ob- 
vious risk of disaster should an accident 





-Its biggest nd d is the 


i lack: of 1 room for : an additional run- 





An all «bates i eid agree 
that any replacement airport for Hong- 


















In a class by itself. 


Air-India was the second airline 
to use the new GE CF6-80C2 engine 
¿© power new widebody airliners. 

Like other airlines using the -80C2, 
Air-India has experienced none of the 
growing pains normally associated 
with an engine introduction. 

By every standard, the engine has 
performed at exceptionally high levels: 
on-time departures, fuel efficiency, 
reliability, everything. Also, because 
of the proven reliability of the -80C2, 
twin-engined aircraft are already fly- 
ing the most direct possible routes, 
offering added passenger convenience 
and higher airline profitability. 

It all starts with an attitude: We 
believe that promises should not be just 
a matter of good intentions. Promises 
are meant to be commitments. 


Promises Count. 


For sheer elegance and beauty, few monuments can com- 
pare to the Taj Mahal. Just as this world famous edifice 
serves as a symbol of India’s past, Air-India serves as a 
symbol of its future. 
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"Weneed » ES 
a computer lr 
that grows 
With us 
„painlessly. ” 







. NCR Computers 


Our incremental architecture lets you add power without disruption. 


Managing business growth 
is a 24-hour a day job. You 
can't afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

[ Installing replacement 
hardware and operat- 
ing systems 

[ ] Putting up with 
computer downtime 

[ ]. Retraining staff 

O Building new facilities 

[ ] Recompiling 
applications 








A growing business can't 
stop and wait for its 
computer to catch up. 


That's why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And you can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 
programs continue to run. 
NCR makes it possible 








with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
Its part of NCR's 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 

your NCR representative 
or distributor today. 


Computer performance 
where and when you need it. 


NCR Offices: Australia, Fiji, Hong Kong, Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan. 
NCR Distributors: Bhutan, India, Indonesia, Korea. Nepal, New Caledonia, Solomon Islands, Tahiti, Thailand, Vanuatu. 
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New Mexico Creates A Climate > 
That Means Business. 


Climate is important to new 
business, expansion, 
relocation — the element that 
nurtures success. 


In New Mexico, a leading 
American Sun Belt state, our 
climate is optimal for taking 
root, for growing. New 
Mexico offers international 
Ports of Entry, customs 
facilities, airports, and in-plant 
training. 

The in-bond assembly 
program is a thrify bi-national 
option for industry. Two and 
three generations of families 
have provided an efficient, 
capable work force for this 
"twin plant" strategy. Today, as 
industries focus increasingly 
on higher levels of technology, 
these same workers are 
adjusting skills to meet 

your needs. 


New Mexico transfers 
advanced technology to the 
marketplace through its Rio 
Grande Research Corridor, a 
300-mile system of technical 
expertise, research facilities, 
and laboratories. Here, the 
seeds of future technology are 
being sown. 


For more information about NEW 
MEXICO, contact Department of 
Economic Development —Interna- 

tional Trade Division, #7560, Joseph 

M. Montoya Building, 1100 St. 

Francis Drive, Santa Fe, New 

Mexico 87503 (505) 827-0283. 

Telex: (TRT) 1561239 NMECONDEVTOUR UT 


NEWAMEXIC( USA 


Land of Enchantment 
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Kumagai bores ahead 


Cóhstruction giant to go ahead with two biggest projects 


By Hamish McDonald in Sydney 


he Australian arm of Japanese con- 

struction giant Kumagai Gumi has 
overcome the political objections hold- 
ing up two of its biggest projects and is 
moving ahead with several new large- 
scale engineering ventures — confound- 
ing speculation that cost overruns and 
delays had put a financial squeeze on 
the company. 

The highly controversial tunnel 
which Kumagai and local partner Trans- 
field propose under Sydney Harbour 
won ihm on 27 April from the New 
South Wales state cabinet, which re- 
jected most of the criticism of the pro- 
Ject from environmental officials 
(REVIEW, 16 Apr.). Tolls on the Har- 
bour Brid Ie which will help finance the 
A$552 million (US$397 million) tunnel, 
were immediately raised five-fold to 
A$i, and enabling legislation was 
rushed through the state parliament at 
2 a.m. on the night the federal govern- 
ment announced its May mini-budget. 

Early in June, Transfield-Kumagai 
began to build a basin at Port Kembla 
where tunnel sections will be cast before 
being towed to Sydney and sunk into 
trenches on the harbour bottom. After 
completion in 1992, the Sydney Har- 
bour Tunnel Co., owned by the two de- 
velopers, will operate the tunnel for 30 
years before it reverts to the state. 

In Melbourne, Kumagai has reached 
agreement with the Victoria state gov- 
ernment on scaling down its redevelop- 
ment of an inner city block after the de- 
fection of a major tenant, thereby 
preventing or limiting losses on the 


biggest project the company has under- 
taken without a local partner. 

By taking 16 storeys off the office 
tower in the Victorian Central project, 
Kumagai will reduce development out- 
lay by A$100 million to about A$700 
million. The reo je! has been forced 
to provide an A$70 million performance 
bond, issued by Sumitomo Bank, to the 
state. But in return, Kumagai has been 
cleared of previous restrictioms against 
raising loans secured against the project 
and will be allowed to sell sections of the 
office, retail and car-park complex be- 
fore completion. 

Currently, half a dozen of the nearly 
40 projects undertaken so far in 
Kumagai's five years in Australia — 
worth a total A$3 billion — are nearing 


umagai project: TT choad oiinadi. 


camphetion. These include a hotel- 
casino complex in Adelaide, offices in 
Sydney and Brisbane, and Hotels in Syd- 
ney, Hobart and Canberra. 

Kumagai's most trouble-prone ven- 
ture in Australia, again with Transfield, 
has been an underground railway to the 
ski slopes around Mt Kosciusko. It 
starts running this month. Difficult 
geology and a fire in the tunnel, to- 
gether with decisions to expand some 
parts of the project, raised the cost from 
an expected A$80 million to about 
A5140 million, said Kumagai's Austra- 
lian chief Tony Mitani. 

Mitani said Kumagai carried about 
AS1.5 billion in borrowings for its Aus- 
trelian projects. These would now be 
pr jxgressively reduced to about A$1 bil- 

ion, which would not be a troublesome 
debt to maintain. As all borrowings had 
been Australian dollar-denominated, 
Kumagai has suffered no foreign-ex- 
change losses from the currency's de- 
preciation over the past two years. 

For some projects, Kumagai's finan- 
cial exposure has been comparatively 
small. The Sydney Harbour tunnel re- 
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Investors dig deep 


By John Mulcahy in Hongkong 

or most of the 99,397 subscribers to the public offer of 
Kumagai Gumi (Hongkong) shares in May this year the 
effort proved to be an exercise in futility. Attracted by the 
Sa ap ils f. pm 
the diei net s construction sector, investors 
equivalent to more than 210 — the 

meagre HK  HK$110.6 "po million ipse 2 million) so 

ell roni Vin described as the 
kong and gems 


pe general contracting arm for H 
ut Kumagai Japan holds only 35.03% of the equity, and 

where it had previously guaranteed all borrowings, it will 
now wet u underwriting to the level of its equity stake. Yu 


kong's ma director, has 
naire Li Ka-shing's famil» 


ione ve been placed with Peking-backed sharehold- 
erse 
The ve array of shareholders had much to de 
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with the ^ public support for the offer — the stock 
surged te HK$5 a share from its HK$2.50 issue price — 
though any notion that 2 holding in the Hongkong company 
might a route into the parent company's lucrative 
vada, sabia region was soon dispelled. According to 

, the “only general contracting work carried 
sam Kumagai Ja»an Group in Hongkong or China 
without the involvement of the company has been sections 
of the Mass Transit Raibway, the Eastern Harbour Crossing 
and certain projects in China." 

Witheut these projects, it could be argued, there is little 
of any magnitude left in Hongkong's civil contracting sec- 
tor. However, Kumagai Hongkong is a joint-venture part- 
ner with its Japanese major shareholder in the contract to 
build the new Bank of China building in Hongkong's Cen- 
tral Business District, Its association with Li is also expect- 
ed to generate local co business. 

Whatthe response to the public offer did show is the per- 
ception Hongkong investors have of Kumagai's might in 
the domestic and indeed the construction sector. 
What thev now have is a comparatively attractive Hong- 
kong-based construction company, and nothing mage. 
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deposit for the sta 
diversion of bri tolls and up to 
A$501 million in bonds underwritten by 
‘Westpac Banking Corp. The main risk 
iş a sharp rise in costs. 

In many of the Japanese giant's pro- 
jects, risks seem to be high and pros- 


principal objective. This, together with 
the questionable business record of cer- 
ain of its early local partners, means 
Nimagaki is regarded with suspicion. 


itani insisted the company was not 
thinking of making a Tos at the 
ment. "Just doing a good job without 
aking a loss is a big Success for me." 
e said that Kumagai would not have 
en accepted in Australia had it con- 
ntrated on plum projects to ship pro- 
back to Tokyo. It aims over 10 or 15 
‘ears to acquire an Australian identity 
or its local operation — though Mitani 
ays there is no immediate prospect of 
floating equity locally as Kumagai has 
just done in Hongkong. Several pro- 
jects in the works show Kumagai is fo- 
cused on growth: 

+> It has joined a consortium with the 
| ENT transport group and trader Elders 
| IXL to study a Pish. speed railway link- 
| ing Sydney, Canberra and Melbourne. 

| This would cost about A$4 billion, and 
. initial feasibility studies showed its pros- 
| pects were “quite reasonable." 

| » Kumagai has formed a joint venture 
| with Alan Bond's group to redevelop a 
| large site opposite Sydney Town Hall, 
| and next to the Sydney Hilton Hotel 








clude a 95-storey office tower as part of 
la A$1 billion complex. 

| -» Mitani said he was excited by the out- 
| look for Darwin as Australia’s northern 
gateway. In addition to bidding for 
.a new airport terminal at Darwin, 
Kumagai has joined a group of about 15 
Japanese banks, trading houses and 
-construction firms studying the long- 
“mooted rail link between Darwin and 
the south. A recent Northern Territory 


_Alice Springs would cost A$610 million 
- and not be “cash positive” for 20 years. 
-Mitani said all possibilities — including 
-barter deals, linked resource and farm 
projects, and cheap Japanese funding 





'Onstr. aint. 


‘Kumagai’s Australian firm is uis 
ng a local consortium being formed by 
-Multiplex Constructions and Gibb Aus- 


ternational airport under consideration 


mic zone near Hongkong. -Kumagai's 
|. Hongkong operatior 








nd another "A$40 million performance le 
ap: It will be funded by- 
ge 


pects of profit slim, with growth the. 


_world has been accompanied 


-which Bond recently bought. Plans in- 


| of about US$10.6 ^i 
pected to rise by 159% over the next two 


government study estimated that link- - 
-mg Darwin to the existing railhead at. 
| vestment Managemeni 
growth in cuthorised trusts and mutual- 
a year up to 1989, when. 
| they shoulc number about 500, with as- 
sets projected at US$25 billion. Over | - 
would be studied to get around this | 


tralia to bid for construction of a new in- 
. at Shenzhen, the Chinese special econo- 


erhaps. because | | 


By John Mulcahy in lonckong 


pl political concern, a global 
bull market in equities, rising disposa- 
ble income and a measure of greed have 
all contributed to an immense rush of 


cash into the Hongkong fund-manage- 


ment sector, Evidence of this mounting 
pile of professionally managed invest- 
ment funds is to be found in the expo- 
nential growth experienced by the terri- 
tory’s unit trust incustry since 1984, and 
an even mere spectacular proliferation 
of contribu:ory provident funds. 
While they have grown in tandem, 

one major distinction between unit 





trusts and provident/pension funds is 


that where the latter are under the care 
of Hongkeng maaagement, most au- 
thorised umt trusts are offshore funds. 

The phenomenal surge in 
share prices around the 





by the desire of Hongkong 
investors tc hedge -heir posi- 
tions ahead of tie return 
to Chinese jurisdiction in 
1997. 

The Wyatt Co.. an inde- 
pendent firm of actuaries, 
estimates total assets ef ap- 

roved retxrement furds at 
K$40-50 5»illion : US$5.13- 


6.41 billion), comparec with jb HK$2 : 
billion in :974 ard EK$12 billion in 
.1982. Although minute in relation to - 
mature markets such as the US, Britain, - 


Japan or contineatal Europe, Hong- 
kong is emerging a: a fund-management 
centre of s:gnificance in Asia, and re- 
tirement-fund assets could well expand 
to HK$90-:00 bilbon by the end of the 


decade. Unit trust: authorised in Hong- 


kong, meanwhile, now command assets 
licen, and this is ex- 





years. | 

: Estimates by Peter Pearson, manag- 
ing director of Fidelity International In- 
(HK), put the 








funds at 160 


the past cecade the number of au- 


thorised funds in Hongkong has in-. 
creased by a factorof 27, and their value 
has soared 58 times. Br 1997, according 


to a projection by .ardine F leming man- 


ager Dudley Howard, Hongkong’s unit- 
trust sector coulc boast 750,000 unit 
holders and manage US$100 billion in 
| assets. | 

Putting the statistics into a global 


perspective, Japanese assets under 


ept | managemeat have-enjoyed a seven-fold 
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| Hongkong) " hö e stc game | 


Cash pours in to urit trusts and provident funds 























uus: (Growth in Hongkong 
E: retirement funds) 
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REVIEWTABLES by Ricky 


billion over the past six years, with the 
recent performance even more drama- 
tic. Assets since the beginning of last 
year have doubled on the back of the re- 
_tail-based Tokkien funds. 1 
The consensus in Hongkong is that 
there is still more room for growth. 
| Hongkong's domestic unit trusts, with 
assets of about US$4 billion, represent 
only 6.2% of the local stockmarket 
capitalisation, compared with 8.4% in 
Britain, a similar level in Japan and a 
staggering 3196 in the US. Similarly, 
provident funds have barely scratched 
the surface in Hongkong, with less than 
25% of the labour force now estimated 
to be covered by contributory funds, 
compared with about 6076 iri Britain 
and an even. higher proportion. in the 
US. 
Hongkong ‘has debated at some 
h the merits of a central provident 
fund, with proponents calling for a sys- 
tem requiring employers and employees 
“to make a 596 contribution each. Al- 
- though the government has not formally 
` closed the door on the issue, it has made | 
|. clear its  preferenc : yrovident funds 
to remain within the realm of the private 
"sector. Indeed, the HK$5 bil- 
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| l ora ust puede contar | Vous pouvezà présent utili | : 
. Gove: ji on el respaldo del gobierno | puissance du gouvernement g ié tides auf dies Stirke der US- "| ko THES NSE cS : 
with ebrei de los EE.UU. y de valores ricain et des citres à garantie: ^ | Regierung und hot kar tcs —RaTR pLEB) Dp 
_securities, in your investments | con garantía hi ipo ecaria por [ hypathec üre dans vos investi Sicherheit bauen — mit First Trust E Koa Kk OF «UV 
with First Trust America Fund, | intermedio de First Trust ~ | ^ au First Trus America Fund. LP, einem profe — | (i-is CTAUBBAEOO 
L.P., a professionally managed, | America Fund. L.P, un fondo | America f "ung, L, Paun fond sionell verwalteten, diversifizierten | _ &£XUBL T. REER i ES 
. "diversified mutual fund. i mutuo diversificado v admi- : | - Rentenfonds. | tb à ` fe DR. —k2s3 tici j: » 
. "This fundis specifically — nistrado por profesionales. et géré. part as URNA | Dieser Fonds wurde speziell für AntAtAb. 
designed for the non-resident Este fondo ha sido especial- | Ce fonds est spécialement cor nicht in den USA ansässige austin 
foreign investor who wants the | mente concebido para respon- | pour l'investisseur étranger qi dische Investoren konzipiert, für die! 7007 » » KIIKE EM eb. 
advantages of: dera los intereses de los ne réside pas aux Etats-Unis € feigende Vorteile ausschlaggebend | t «coL ASR AI ISE 
«U.S. Government and Mg dd Line vase ed qui: souhaite | bénéficier des av sind: P dd f»&hftbov,. FRO 
. rod portfolio siguientes ventajas: Ti . Titres du Trésor américain à imerikanischen Regierungs- 185977 A NAR xd v" d Es a 
> management by FIRST i*Valorescon garantia hipo- | garantie Rd . anleihen a E ae 2 
~~ BOSTON ASSE tecaria avalada por el gobier- j. restion de portefeuille expéti- | « Erfahrene Portefeuilie-Verwaltung E ORBIS SERT BERE IRURE SS 
- MANAGEMENT CORP. no de los EE.UU. mentée parla FIRST BOSTG? durch FIRST BOSTON ASSET —— PHEWERMES : 
+ Current return and safety Gerencia decarteraa cargo | ASSET MANAGEMENT COR MANAGEMENT CORP. QEBRDAGTUP-ABC * à K 
of principal de FIRST BOSTON ASSET | + Rendement courant et sécur * Laufende Verzinsung und Sicher veoTtgkeYk—u Xl 
..sExemption from U.S. Federal MANAGEMENT CORP. du capital heit des eingesetzten Kapitals. | bestia Ses eae "d 
, income and withholding taxes | + Utilidades corrientes y se- » Exonératioa de l'impàt fédéi « Einkünfte unterliegen weder der sIr RRR = 
<+ Income paid monthly uridad del capital américain sur le revenu et di amerikanischen Quellensteuer - aa 
* Opportunity to reinvest Ex ención del impuesto toute retenge à la source — noch der normalen US-Einkom- | * giri (EARS. 
^v income (at net asset value federal sobre la renta y del | * Revenu versé mensuellemer mensbesteverting + KER SB GRRE AR 
(o 45 Without sales charge) - impuesto de retención en + Possibilité de réinvestissem | + Monatliche Ausschüttungen — .. Pd RSH 
ác To find out if you qualify, ask la fuente du revenu (à la valeur nette + Möglichkeit der Wiederanlage — | ke NSB < 
|; | your investment counselor, : Pagos mensuales l'actif sans rais de vente) (zum Viens lind quada ohne: » gj BORA GU Ec F 
^; mail the coupon or call toll free: | * Oportunidad de reinvertir. | Pour savoir si vous remplissez es | Verkaufsgebühren) — ^ | aanita) —— 
^s. "4400-621-4770 - los ingresos (al valor neto —— | conditions de l'offre, adressez | Um festzusteller; ob Sie die not | E 7 
{ih iL 1-800-325-9536) del activo y sin comisión vous à votre eonseil en inve wendigen Voraussetzungen zur Wrist DAO = E mu b T: 
| | de venta) sements, renvoyez-nous le coupon | Zeichnung von Fondsanteilen erül- 
| Para averiguar si usted reune cìijoint ou appelez-nous au nu len, wenden Sie sich bitte an ihsen 
4 las condiciones necesarias méro d'appel gratuit ci- ur L | investmentberatet senden Sie. ; 
| para efectuar estas inversio- .1- 880-62 1-477 : _den Kupon ein, oder rufen Sie fek 
j hes. consulte @ Su asesor de Gr H IÉinois, app le l ; nde in den USA) gebührenfreie 
inversiones, envie este cupón 8i 395.053. hummer an: | 
P. correo o llame sin cargo 1-800-621-4770 
alnümero: - mois 1-800-325-0536: — 
1-800-621-4770 (In Nds i sa 325-0536 
(En Illinois: 
1-800-325-9536) — | | 


eR 9 GÀ& € À * À9Q 0€ o9 eR RE 5 c9 6 * NS S Oe Fo kb ob «4 


Please send me more 
complete information Name 
about First Trust - 
America Fund, L.P.. 
including a free. pro- 
spectus listing all fees 
and expenses (Read the 

: prospectus carefully 

. before you invest or. 
forward funds.) 


B CLAYTON BROWN & ASSOCIATES, INC... Member SIPC 


- 300. W. Washington, Chicago, IL-60606 
i . Chicago | Dallas. Los Angeles Milwaukee New York 2 
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SA je the gib is considering | 
some private-sector management. Up 


| exclusively within the territory, but has 
recently recognised the desirability of 
some offshore diversification. | 
_ The cash-flow implications of the 
projected growth in retirement funds 
ate considerable, as the recurrent cash - 
flow on existing funds i is about 2595 of 
-total assets, while new funds are being 
constantly introduced. A comparatively | 
young labour force ensures that inflows 
ar exceed redemptions, and high. 
abour mobility in the service and man- 
ifacturing sectors has led to spiralling 
vage inflation, boosting employer and 
mployee contributions. 
. A minority of assets held by Hong- 
kong retirement funds is committed to 
he domestic market, and combined 
Hongkong dollar/US dollar investments 
| A average account for a little over half 
S rtfolios. The currency mismatch is 
hi high by international. standards - — at 
ibout 4495, the llar exposui 
compares with an estimated 20% aver- 
| agemismatch in Britain and only 10% i in 
I the US. 
| ^. The number of approved retirement 
- plans is now in excess of 4,600, com- 
| pared with 800 in 1974, 2,000 in 1980 
and 3,300 in 1984. A feature of this ex- 
= | plosion in fund management has been 
_ | the arrival in Hongkong of a dozen or 
. more international management com- | 
-panies over the past five years. Where 
the sector was dominated 10 years ago | k= 
by Wardley, Jardine Fleming and the 
former Schroders and Chartered, all of 
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rate for any fund. 





hile commo: 


















‘maturity. As funcs 




































| Switching to gold 


2 H ongkong investors, departing from their tradition of 
| holding gold in its physical form, are showing meunting 
| interest in mining shares. The territory's first gold fund, 
launched by Indosuez Asia last October, has attracted more 
than US$90 million, and two new funds have now beea set up 
to test the same market. 

. The philosophy behind the Hongkong marketing of gold 
funds is a bid to combine the recently acquired appetite for 
unit trusts with the territory’s abiding fascination with gold. 
` Where gold's traditional attraction was its intrinsic value as a 
crisis currency, ready marketability and its potential for capi- 
tal appreciation, the investment in mine stocks offers income 
and an element of gearing on the gold price. 

. A break-even point of U $5350 an ounce is common 
E ort d established gold mines, and the clear advantage of 
-gold shares over the metal is derived when the price moves 
above that point, so that an increase in price from US$350 to 
US$450 an ounce, re a 28.6% movement in the 
metal price, would double the mine'se 
One of the world's recognised gold experts, Julian Bar- 
ing, a director of James Capel and Co. in London, says gold 
could go to US$750 an ounce by 1989, implying a rise of 67% 
in the metal price in two years. Gold shares have run ahead of 
_the gold price, though, and Baring reckons share prices need 
_to fall about 20% to present a buying opportunity. He be- 
lieves thf August, the customary summer doldrum month 
‘or gold, will did sock An opening. e ee 





erri- which retam in leading p positions, competi- | compar 
an- | tion has become fierce. E | 
Increasingly, the size and diversity of 
the market has added to the complexity 
of choice, and a relatively recent deve- - 
lopment has beer performance assess- 
ment. While a gauge of performance is- 
clearly in the irterests of investors, 
some participants fear the emphasis on 
short-term growth that so characterises 
the US  fund-management -s 
: Michael Button, a director of Wyatt, 
darly monitors more than half. 
of the retirement funds, says. perform- 


point in Aal yield c can have a signifi-- 
cant effect on the required contribution 


in mature markets, 
suspension cf contributions for a 
. period in recognition of fund surpluses - 
has not yet been apparent among Hong- 
‘kong’s provident funds. Instead, the 
"beneficiaries, some cf whom will fre- 
quently be trustees of the fund, are usu- 
ally contest to realise the surpluses on 
prow, however, and 
employer contribations come to repre- 
sent substantial APAI cash flow, 






















tions where feasible, if tlle experience 
elsewhere in the world is any guide. 
Nigel Tulloch, managing director of 
Wardley. Investment Services, while 
conceding that intense competitio in 
the fund-management industry had 


leaders, warns against any stress on 
short-term performance. A higher 
awareness of performance among fund 
beneficiaries, he argues, could encour- 
age fund managers to raise the degree of 
risk, when a more cautious strategy may 
| well be better for the longer-term in- 
terests of fund members. 

Irrespective of the behavioural ef- 
fects of performance measurement, 
however, it remains the ultimate arbi- 
ter, and the record for the four years to 
last year is impressive. From 1983-86 
the compound annual average growth 
rate among Hongkong's a approved re- 
tirement plans was almost 28% , which is 
even more remarkable considering the 
conditions ‘peor in the early part of 
that period, and especially during the 
first half of 1984. 

After witnessing the rise and fall of 
the syndication and commercial paper 
market, and confronted with 

the looming threat pre- 
sented by Tokyo to its re- 
gional role in financial ser- 
vices, Hongkong has found 
another string to its bow. 
Growth in fund manage- 
ment has been extraordin- 
ary, and a fair degree 
. of expansion in the coming 
years seems s equally attain- 
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» sector. | 
























Since its original offer at US$10 a unit, the Indosuez fund 
has seen levels around US$18, and is now worth around 
US$15.6, equivalent to a capital growth of more than 50% 
in eight months. About 30% of this 1 fund, which is managed 
from Hongkong, is invested in Australian gold shares, and 

15% each in Canadian, South African and US shares. 
Around 1595 of the fund is liquid, currently invested in 
bonds, with the remaining 10% in a selection of silver shares 
and gold and silver futures. 

e new funds, the Standard Chartered gro up’s Scimitar 
Gold Fund and the Connaught Goldmine Fund, project a 
slightly different mix in their portfolios. Connaught lans a 
-weighting of around 40% in Australian mines, with 30% in 
North America, 20% in South Africa and the balance liquid. 
Scimitar plans no exposure at all to South Africa, because of 
political risk, and instead aims to hold 50% of its portfolio in 

North America, 45% in Australia and leave 5% liquid. 

In the US, where gold funds have lo gp Shi a favoured 
vehicle for precious-metal investments, interest in mining 
shares has grown dramatically over the past six to nine 
months, providing an impetus to share prices that has pushed 
the market capitalisation of several operators to well over 50 
times the current annual value of their gold production. 
Short of an explosion in the gold price or the identification of 
substantial new reserves, such levels seem destined for heavy 
price correction. : 

Australian gold shares have already jédi a 
this year, with the Sydney gold-share index around 2 





% off 


its high, and a similar correction s seems inevitable i in North 


America. f 





sharpened the responses of market 
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‘Quietly and smoothly our financial talents 
flor ‘through the firancial. institutions of 





E Fon their scurce in Fe ac Ice, s Where wedeal . 
| some 300,000 O company clients, great. and. 
. Including well over 200 of the top 250 

:h groups and. conglomerates. — it 
On through Europe, to the Ci ty of fonder: Ps 
2 our financial acumen runs through our PON 
t commercial and merchant banking 





















We swim with the tide of modem 
rational finance. 
That’s why we have become a world leader 
»perty leasing. And the second French bank 
irobonds, with a specialized subsidiary 
| in. London. : 
The funds we manage in French Unit Trusts 
vlutual Funds have increased tenfold in 
Channelling our activities into 4 major 
ng companies. each a distinct subgroup: 



























bar xing, finance, industrial and commercial 
investment, and property. 








Drawing on our experience as banker to the 
“ach governmen: for international borrowings. 
tng as financial advisor to many of the major 
ach groups currently undergoing privatisation. 
As the swiftly moving currents of the financial 
sweep on irzo the future, our capabilities = 
widened out fo include specific responses — 
day's new markets. Such as FIMAT, our 
jative unit for French futures dealings. 
No wonder the French government has 
n to offer So: ciété Général e shares for. 




































Introducing the new 12-MHz 
. COMPAQ DESKPRO 286: 


50% faster, 100% Compaq. 


You've never seen this much per- 
. formance in an 80286-based desk- 

. top. Numerous enhancements to 
| its proven technology are one 
. more example of how Compag 
. maintains its industry leadership 
-. by improving and innovating. 

-. Compaq raised the standard 
from 6- t$ 8-MHz processing 
speeds. Now we're setting the 
Jace again id 12 MES, So T. 





The original 8-MHz 
COMPAQ DESKPRO 286° 
Best in its class. 


can run industry-standard soft- 
ware up to 5095 :aster. 

And so you won't lose compati- 
bility, we pioneered dual-speed 
processing, which reduces speed 


from 12 to 8 MH: in the few cases 


it's needed. 

Compaq also maintains hard- 
ware comoatibil ty with 8-MHz 
expansion slots tnat let you use 
industry-standard expansion boards, 
modems and add-ons without 
sacrificing your 2-MHz speed. 


Hidden assets 
While many marufacturers crip- 


ple high-speed p ocessors with - 


p. gives youn better display options- 





low-speed RAM, Compaq gives 
you up to 2.1 megabytes of 12- 
MHz RAM on the system board 
without using an expansion slot, 
8.1 megabytes using only three. 

Speed is also boosted by high- 
performance 20-, 40- or 70- 
megabyte fixed disk drives with 
some of the industry's fastest 
access times. And to protect data, 
we offer an internal 40-megabyte 
fixed disk drive backup system, 
another innovation. 


Uncompromising vision 
The COMPAQ DESKPRO 286 
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: than any other PC in its class. 
~The COMPAQ Dual-Mode 
Monitor displays both high- 

resolution text and graphics. 

And the COMPAQ Color Moni- 

tor and COMPAQ Enhanced 

Color Graphics Board support 





<- EGA and CGA standards, dis- 





-playing 16 colors at once from a 

palette of 64. 

.. You get more expandability 
-too—with seven available full- 








-for nn internal hale height 
ki devices, including 1. d 





See for yours 

Our improvements may t 
den, but they're clearly a 
in superior performance. 7 
why the most demanding users 
prefer Compag. And why we can 
offer a full-year limited warranty. 

Seeing is believing. Coatact the 
authorized dealer nearest pou. 


Hong Kong, 
Microware ULS:A. Limited, 
Tel. no.: 471285, Tix. no.: 895; 86, 








Jakarta, Indonesia, 






PT Elang Mahkota kompui l 
Tel. no.: 361343, Tix. no.: 63651. 

Kuala Lumpur, Malaysia, : 
Microcomputer Centre (M) Sdn. Bhd., 
, Telno.: 7168332, Thx. no.: 3 $530. 





The new 12-MHz 
COMPA  DESKPRO 286: 


Karachi 2, Pakistan, 


It siggply works better. - 
















st is better. 


EMBA Corporation (PVT) Ltd., 

Tel. no.: 237283, Tlx. no.: 24492. 
Manila, Philippines, 

Datronics Philippines, Inc., 

Tel. no.: 818-2703, Tlx. no.: 23232. 
Singapore, 

Computer Industries Pte. Ltd., 

Tel. no.: 2255836, Tlx. no.: 22907. 
Bangkok, Thailand, 

Olympis Thai Ltd., 

Tel no.: 2340770, Tix. no.: 20191. 


21987 Compag Computer Corporation. 
All rights reserved. 
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© | 1986- 87 Bimans year ofa 
million passengers 


Biman Bangladesh streamlined operations and 
^irlines plansto carry contented customers carried 
a mllion passenger overthe years, Biman is ready 
in 1986-'87. With it's forthe BIG LEAP into the world 
developed capability, of BIG LEAGUE carriers. 
Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRLINES 





*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 54,106 copies per issue. 


A growing number of advertisers have taker full advantage of this impressive growth. The 
Review has increased its ad page volume from 1,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 

FarEasternEconon 


SRG Executive Surveys — Asian Executive Study 
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In this advertisement for its own 
financial services, run in its own pages, 
London’s Financial Times cited the 
South China Morning Post as the one 
newspaper of reference in the Far East. 





From the pillar of fi 
| a tribu 


South China Mo 





ONE OF THE WORLD'S G 


























Its influence in the business unity 
makes The Post assential for the 
pre papers and financial psblications 
around the globe. It is inv le as a 
barometer by which to gauge the political, 















commercial, and economic climate of the 
world's top growth region. | 

Every great city in the world has its 
sat newspaper. In Hong Kong it's the 
cuth China Morning Post. * 
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To Europe via FRA. 
The ace service advantage. 


Marketing goods in Europe is no easy 
game. Your customers will expect 
punctual delivery and top class serv- 
ice. And that's exactly where FRA 
steps in. Frankfurt is recognized the 
world over as Europe's No. 1 airfreight 
centre. That has a lot to do with great 
connections, speed efficiency and 
careful handling on the ground. But 
moreover, we really are at the centre of 
Europe as well as atthe pulse of a major 
European highway network. And 
needless to say, 230 flights a day 





leave FRA for most other parts of the 
continent. So you see, at FRA we serve 
you with great aces. The advantage of 
course, is yours. 


Please contact Flughafen Frankfurt 
Main AG, D-6000 Frankfurt/M. 75, 
Telex 414 959. Orour representative in 
Hongkong: Mr. Paul Eidens, c/o ITSG, 
Tel. 5-8 92 13 21, Telex 8 3737. 


Make friends with us at Inter Airport + 
Air Cargo '87, Sept. 29.— Oct. 2.1987, 
Frankfurt Airport. 

` 






Frankfurt Mair AG 


———— 























fall i in Nepal’ s ; agricultural pro- 
ion because of a drought dur- 


86), has forced a cut in 
:xports which is likely to 
ificant increase in the 
ade deficit for fiscal 1986-87. 
"danger of a current-ac- 
cit is almost eliminated by the 
pens that pay for most of the 

















ow forecast to cut GDP 
2% from the target of 4.2%. 

production, mostly rice, for 
: s now ‘projected at 4.09 
i milhon onnes, compared to 4.44 mil- 
| lion tonnes in the previous year. The 
| crop decline means that the year-old 
| government of Prime Minister Merich 
| Man Singh Shrestha faces a 19% 
|. shortfall in its export target of Rs 3.75 
|. billion (US$192.3 million). Exports are 























































| now expected to reach only Rs 3.04 bil- 


‘| lion, which will leave Nepal with an 
| overall trade deficit of Rs 6.6 billion, up 
| from Rs 6.37 billion the year before. 
.| Aside from rice and jute, which mostly 
4. go to India, Nepal's primary exports in- 
j| clude wool carpets, hides and skins, 
| handicrafts, food and livestock, and 
LE medicinal herbs. 
|. Finance Ministry official said that 
| the overall balance of payments during 
| the current fiscal year would be in 


| surplus to the tune of around Rs 300 mil- 


lion because of grants which finance the 
-| bulk of imports: mostly oil products, 
{construction materials, industrial raw 
|] materials and machinery. Additional 
.|. relief will come from a projected 20% 
| leap in tourism income and a sizeable 
xcise refund from India against the im- 
port of Indian products. Total imports 
for the. year should reach around Rs 
0.4 billion, compared to Rs 9.45 billion 
n 1985-86. 















ute has most seriously affected Nepal's 


“ial told the REVIEW. Exports to India 
| during the past eight months amounted 
“to Rs 820 million against imports of Rs 
1.3.8 billion. Total imports for fiscal 1986- 
` 87 are projected to be Rs 5.7 billion, in- 
dicating an overall deficit of Rs 4.5 billion. 
—. To stimulate industrial production 
- and, it is hoped, exports, the govern- 
ment has made it easier for industrial 
producers to import industrial raw mat- 
_erials, machinery and spare parts. In ad- 
| dition, an open genfgral licence system 
| for exporters. has 













ports. except for some strategically 
portant ; oods. 





rst half of the fiscal year (begin-- 


the slump in food | general 


ernmental i 
Centre, emphasises the need to identify 


The shortfall in food production and | 


rade with India, a Finance Ministry of- - 


zi een implemented | 
which eliminates fariffs and duties on | 





However, Nepalese private entre- 


5-17 interest 


domestic production have made it dif- 
ficult for them to compete with Indian 
and other South Asian prodacers. This 







has resulted in a fall in exports 
ern Europe, Hongkong and Singapore. 
Shanta Ram Bhandari, ch: 
manager of the. 
Nepal Trade 


export-oriented incustries end to get 


the required investment flewing into 
them. 


Another government initiative has 
been to control credits to the public sec- 
tor while encouraging the Į 
tor. The programme "helped reduce 
money-supply growth from 27% in fis- 
cal 1985-86 to 14%. during fhe current 
year. 

The government has also smoothed 


Total export 


To one pteabbalers 


the import of necessary in 


materials by cutting down ot red tape 
Under this scheme, export-oriented 
bonded warehouses with adeguate cus- 
toms facilities have been esta vished for 


garment and woollen carpet manufac- 


turers. There are plans to create an ex- 


port-processing sone. 


O redress the trade E T with 
India, Nepal authorities are pressing 


New Delhi to gran: prefereaiial treat- 





ment to Nepalese imports with less than 
60% content of Nepalese or adian ori- 


| gin. India's current rules nw favour 
goods with an 8i 
Indian raw materials. 





% level of aed 


A request on the matter. was made 
earlier this year in New Delhi v Nepal's 


Minister of State for Fina nce and Indus- 





ivate sec- 


a 
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/ REVIEWTABLE by facky Hut 
strial raw | in Lhasa, an official source: told» 


Arayin in veteti Aaii AAAA ANAA rre LEANNA rm irr ri mna 






promised ar 
ernmental Com 
nomic coopera’ 
in late March. But t! 
poned sine die, and. Ney 
cuse the Indian Embassy in 
of being deceptive. 
New Delhi has also pressured 
Shrestha government to raise the. 
on imports. of Chinese basic indus 
products from Tibet from 100% 
355%. Indian authorities felt that. 
duties had helped Chinese goods mo 
into India. Nepalese importers accus 
India of economic hegemonism a 
playing up anti-Chinese politics, 
the result of interfering with Nep 
attempts to lessen the trade imbala 
The higher tariffs have made imp 
from Tibet more expensive than sit 
Indian procucts, they claimed. | 
But in an apparent bid to expa 
bilateral trade between Nepal. 
Tibet, a five-member delegation | 
De Zhen, deputy general manag 
the Bank of China (BoC) in Tib 
ited Kathmandu 11-15 June for t 
trade relations. The BoC deleg: 

conferred with Ganesh Bahadur Thar 
overnor of the Nepal Rastra. Ba 
NRB, the central bank) and Mukund 
Prasad Ghimire, the bank's foreign-e 
change department chie: 
on simplifying bank transac 
tions for cross-border trade 
which was in China's favou 
in 1985-86 (Nepalese ex 
ports of Rs 97.4 milli 
against imports of Rs 160 mi 
lion). » 
Nepal proposed that Boi 
and NRB set up branches o 
the Tibet-Nepal frontier an 
that BoC accept Nepalese cur 
rency. Nepal also strongl 
suggested fixing the exchang 
rate for the Nepalese currenc 
vis-a-vis the renminbi. Up t 
now, payments have bee 
made in sterling or. US dollar: 
A formal agreement on 
matters is expected. to b 
signed in the near. futu 


































REVIEW. 

Another blow to Nepal's ovea 
ports has been the fixing of quota: 
Nepalese garment exports, the resu 
which has been a big slump in this s 
in the first quarter of 1987. In order 
check the flow of garments made i 
India, Sri Lanka and Bangladesh — bi 
falsely imported as of Nepalese origi 
— the US has fixed quotas for Nepa 
and also introduced a system of marki 
the garments with a certificate of orig 
A US Embassy spokesma: 
Kathmandu told the REVIE 
would benefit both the US an 
the long-run as the exporte; 
channel all foreign-exchangi 
through NRB and pay. taxestto the gov 
ernment accordingly. 
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By Lincoln Kaye in New Delhi | 


idia's top six foreign banks — Grind- - 





b è lue chi IDS 


Foreign banks in India Sod strong gains 


domestic-bank rupee deposits. They 
therefore enable foreign banks to 





| income, largely from merchant bank- 


ing, sh E 
the increasingly bearish stockmarket 


bined total income. — s 


P 





'showed even faster growth despite 











mood as the year progressed. The aver- 


| age increase in this area for the six bans 


was 22.6%, so that fee income now re-. 
presents a healthy 32% of their com- 






Trading in currencies and govern- 
ment securities also netted handsome. 


ays, Hongkong and Shanghai Bank- 
~ Corp., Standard — Chartered, 
bank, Bank of America and Ameri- 
‘xpress — chalked up. impressive 
s last year, comfortably outpacing 
performance of their nationalised 
mmercial bank rivals. 
Foreign banks which, because of 
heir limited branch rights, are largely 
empt from the social obligation of 
iding to needy farmers or small busi- 
men regardless of creditworthiness, 
ree to entice blue-chip corporate 
omers with their slicker, quicker 
ices. As government-mandated in- 
st rates are the same for all borrow- 
;, foreign banks wind up incurring less 
k for equal return. | 
The foreign banks have also man- 
ged to corner the market for deposits 
by Non-Resident Indians (REVIEW, 21 
May). Deposit rates on these foreign 
funds of 0.75 of a point over the 
London inter-bank offered rate are 
cheap compared to the rates paid on 


























profits for the foreign banks. Instead of. |- 
leaving idle the government-security- | 
portfolios Tegid by central bank= |. 
imposed liquidity ratios, foreign banks | 
i have taken the lead in developing an ac- |. 
by betweem 18% (ip the case e tive inter-bank market for such paper. 

Grindlays) and 12376 (American Ex- Foreign banks, however, did not es- 


TT FOREIGN BANKS N INDIA 


realise spreads (yield differentials be- 
tween interest-bearing assets and 
liabilities) which re mgh que 
with other parts of tne world. 

But interest revenue. 
























Standard 
Chartered 


acme EVA Fan Ar erem 


Baak of i Ainécicdn 


bank 
Express 


A HOTEL CATERING 
AND SÉRVICE COMPANY 


DISTRIBUTION OF FREE STOCK PURCHASE WARRANTS - 


On June 22, 1987, the Board of Directors of Accor voted to distribute to Company shareholders one free. sub- 
scription warrant for each share held. : 


Ten warrants give right to subscription to one ACCOR share at the price of FF 625 before November 30, 1989 or 
. of FF 700 between December 1, 1989 and November 30, 1990. The warrants have received the visa (No. 87- 
R : o siii Stock Exchange Commission (Commission des Operations de Bourse) and will be listed on | 
-the Paris urse | i 


‘Until November 30, 1990, new shareholders thr: ugh exercise of 1985 C warrants held or through: conversión of 
e French franc 1983 convertible debentures cr the LS dollar 1984 convertible debentures. are Pigs for the 
ree warrant. 


After | November 30, 1990, the rates of conversion á debentures into shares will be » adjusted. 


< This free issue is a consequence of the recent strengthening of Accor's shareholders "equity and should. d give l 
"both actual and p otential shareholders a better opportunity to participate in Acer, s d acsi ad while: 
additional funds to finance. the company's growth. 


Today Accor is: ne of he world | leaders in the hotel end restaurant industries with 600 hotel 
.. 70,000 rooms, : me restaurants in 60 countries. The Group i is also the world' s leadin 
. vouchqrs. wien : 


ACCOR, a world 
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€ape unscat ied from the stockmarket 
doldrums of the second half of last year. 
Their financial statements show they 
were forced to absorb an increasing 
number of unwanted investment assets 
—Ssecurity issues shunned by investors. 

On the liability side, too, much of the 
rise in deposits was money subscribed 
for capital or equity issues which the 
banks are not allowed to use freely to 
fund other assets. American Express, 
for example, recorded a 450% increase 
in current deposits which was largely ac- 
counted for by subscriptions to Reliance 
Industries’ debentures. 

For most of the big six, contingent 
liabilities — mainly letters of credit — 
grew much faster than straight loan 
portfolios. Foreign banks enjoy an ad- 
vantage in trade finance because of their 
overseas connections and their access to 
foreign funds. 

India’s burgeoning bills-discounting 
market offered the banks further access 
to blue-chip customers. Money-market 
Strategists In government are keen to 
promote this sector, and a few foreign 
bankers have seized the initiative. 

Prime corporate borrowers are also 
warming to the idea because it cuts their 
funding costs by allowing the banks 
some discretion in pricing credit accord- 
ing to perceived risk. Relative newcom- 
ers, like Bank of America — in India 
since 1964 — have been ready to accept 
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some squeezin2 of their margins in 
order to gain a marketing edge. Even 
the three well-established “British” 
banks, in India for about 136 years, now 
increasingly stress bills discounting. 

Although the asset portiolios of the 
banks are growing more zlhke, tradi- 
tional differences remain in their depo- 
sit bases. Grindlays, Hongkong Bank 
and Stanchart, for example. can muster 
proportionally higher savings deposits 
because of their bigger braneh networks 
— a legacy of their colonia-era opera- 
tions. 

Branch networks, however, take their 
tollin the form cf high expenses, particu- 
larly for personnel. Bank of America's 
staff costs were just 14% of those of 
Grindlays, and Citibank, ewen allowing 
for a one-off provision of Rs-11.7 million 
(US$3.3 million) for volurtary retire- 
ment, spent Rs 10 million ess than its 
leanest non-US rival, Hongxong Bank. 

Bank of Credit & Commerce Inter- 
national (BCC), which orly received 
its licence in 1982 and did net begin full- 
scale operations until 1984, is the 
rapidly rising newcomer in the foreign- 
bank league. With just one branch, the 
bank is now thought to be ranked sixth 
or seventh on the basis of ssset size or 
net profits. However, BC Ul's official 
standing for las: year will have to await 
publication of the bank's financial state- 
ment. LR 


| he results prove it. Applied ezperience is 


a very successful investment serategy. 


Just look at the perfermance of the PFC 
International Portfoio Fund's Spesialist 
Growth portfolio over the last tworyears. The 
Specialist Growth portfolio has riser by 13496". 
Up 27% in the last six months alone. 


The Fund's managers adjust the 
weight and spread of these 

investments in order to maximise | 
return in accordance with market 
trends. It's simply the best of the 
best from around the world in the ~ 
hands of experience] managers 
who really know their business. 
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Find out more for yourself by returning the 
coupon below. We'll rush you complimentary 
copies of our current monthly report and the 
Heng Kong Unit Trust Association's 
informative booklet 'An Introduction to 
Unit Trusts’. 












* SCMP figures at bid to bid price. 


The unit price of the fund can go down as well as up. 


Name: 


Mr. David Wilkie or Mr. Vincent Cham Address: 
Personal Financial Consultants Ltd. 

1301 World Trade Centre, 

Causeway Bay, Hong Kong. 


Tel: 5-8908448 
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Roger Douglas died a surprise in 
.18 June budget: by deciding to sell 
shares: in some state enterprises, he was 
able to project the country's first surplus 
n 35 years. - 

"The forecast surplus of NZ$379 mil- 
ion (US$220.6 million) compares with 
a deficit of NZ$1.95 billion in the year to 


hares in state-owned enterprises and of 
assets of state-owned enterprises — are 
moved, the projected deficit for 1987- 
88 is NZ$1.27 billion, equal to 2.2% of 
Douglas said he thought this was 
accurate reflection of the gov- 
ts financial position. Even that 


D d 


e Pon previous years. In 1986-87 the 
deficit amounted to 3.7% of GDP and 
1983-84, the. year before Douglas 
ok office, itw 9%. 








Zealand Steel, the Development Fi- 
nance. Corp., the Petroleum Corp. and 


-offer of equity bonds in newly cor- 
-poratised state-owned enterprises; and 
the resulting surplus will enable the gov- 


.. By S. Kamaluddin in Dhaka 
BB 2nziadesh Finance Minister Mo- 
e hammad Syeduzzaman announced 
Taka 1.5 billion (US$48.1 million) 
package of cuts in excise and customs 
duties for imported industrial materials 
to stimulate the economy to achieve 
5.1% GDP growth in the coming year. 
The revenue shortfall in the newly an- 
nounced budget for fiscal 1988 (from 1 
July 1987) would be covered by foreign 
aid and tax increases. 
The main objectives of the budget are 
to increase agricultural, food and indus- 





, particularly in rural areas. Almost 
28% of the Taka 50.46 billion in develop- 
“ment expenditure will be directed to- 
_wards fighting rural post a creating 





-were created during fiscal 1987. 
ar in which many growth targets have 


o 309June is now expected to be 


Nz, Zealands s. ZEARARGES Minister 


31 March 1987. But if asset sales — of | 


, however, would be an improve- | 


The proposed sale of shares? in New 


now flag-carrier Air New Zealand; the - 


-ernment to retire NZ$600 million of - 
| overseas debt. With public-sector debt : 


trial production, and create employ- 


* 950,000 jobs; nearly 790 ) new jobs | duction rose to 16.:5. 


_The need for stimulation toloi a 
| been achieved. GDP growth for the 


jected at Taka 49.5 
sa ange Hie emet of 5. 2 duet to 2 


standing at NZ$42.. billion — or 73% 
of GDP — Dougla: told parliament it 
was imperative that New Zealand acted 
decisively to reduce t. 


“If we do not do his, the cost of ser- 


vicing the debt could become crippl- 


Total revenue 18,992.5 








'vicing is forecast to rise to 


REVIEWTABLES by Ricky Hui 


billion, or 21% of total net eee f. 
ture. i EL 

Whether New Zealand can connai d 
to repay debt depends on a der UB 
questions: ` 
» Will Douglas be able to find addi- 3 


| tional government assets to sell. 


» Will the Lange government be re- 
turned to power in general elections due 


.in August. Apart from some assistance 


for the low-paid, election sweeteners | 
were absent from the budget. 
stead, Douglas has pinned his re-elec- 
. tion hopes on fiscal responsibility 
and ' long-term economic re- 
covery. Current indications 
suggest such a stance will help the 
.Lange government. 

». Will the performance of the 
economy improve? Douglas has 
projected a substantial increase in 
revenue, based principally on a 
bigger tax take from companies, 
many of which are.now reporting - 
healthy profits. for the year to 31 
March. However, the indepen- 
dent New Zealand Institute of 
Economic Research predicted on 
budget day that the economy 
would contract by 0.5% in the 
year to 31 March 1988, suggesting 
that profits could be hit. 

Douglas expects to push up his 
tax take from business by closing 
loopholes. He has already closed 
some relating to interest deduc- 
tions, which he expects will net 
about ! TASA million this year. 








Stimulative measures 


Bangladesh proposes to increase development spending 


lower revente recei»ts and higher non- 
development expenditure. 
ment programme spending during fiscal 
1987 was an estima-ed Taka 45.13 bil- 
lion, compared to he budgeted Taka 


47.64 billion. 
| Actual trade figures are also slightly | 
below the tzrgets for 
the current year, wi h 





estimated export eari- 
ings of US$980 mi- 
lion compared to tke 
target of UST1 billioa. 
Imports mey reaeh 
US$2.4 billion, cora- 
pared to the US$2.: 5 
billion projected. Dur- 
ing the year food pr»- 


million tonnes from 

16.1 million tonnes. 
State receipts dur- 

ing fiscal 1983 are pro- 


billion. — Taka: n 4 


lion for contingency purp: 
Develop- 






















P BANGLADESH 


billion from taxes and Taka 7.75 billion * 


in non-tax revenue. The government 
expects to increase income from land 
development. tax, income tax, and ex- 
cise, stamp and import duties. Planned 
recurrent expenditure is put at Taka 
44.81 billion, including Taka 2:53 bil- 
ses.” 
Of the “development-programme 
funds, Taka 43.04 billion is to be fi-- 
nanced from foreign aid and Taka 7.41 
billion mostly from the overall revenue 
surplus and new tax income. 
He said: “lf the development efforts 
have to be continued, 
if growth of national 
income. is fo be en- 
4 sured, there is no al- 
1. ternative to raising 
„domestic ^ resources 





use f foreign assist- | 
In fact, because 

i low, -rate of 
: ic... Savings, 
growth | n investment 
.ip the past years. has 
Xen mainly through |. 
OM ign savings. : 
e beanie said 






Ines} 


aximising the. |. 














ret nmendations by. a ‘special commit- 
| tee of private-sector tax experts and | 
| will yield another. NZ$500. million in 
|| a full year from 1988 onwards. In 

| adgition Douglas. 















ading departments on 1 


re are also plans. to introduce 
lation, which will take effect for ac- 
3 inning after 18 June, 
pread use of offshore 
pally the Cook Islands 
for tax avoidance. A 
: ew Zealand companies 
ductible payments (interest and 





: P ies or trusts. They also. use 
wh ly or partly owned offshore groups 
; mulate investment income which 






ble forms (inter-corporate 
oan or capital gain). 


Ei tion will not be directed at particular 
| countries, but at the type of income. He 
M plans to issue a consultative document 
jin September: and to legislate in early 

1988. 
Also afinounced v were moves to stop 


"double-dipping" by dual-resident com- | 


| panies. Such companies will be required 
| te carry forward losses to offset against 
| future income instead of being able to 
| group the losses with other com- 
| panies in the same group. The legisla- 
| tion will be backdated to 17 December 
| 1986. oO 


! "months in 1986-87, broad-money suppl A 
|. growth during the year was about 147 


| while domestic credit grew by 8%. The. 

-| 11% inflation rate, despite a slowdown. 
in money supply and credit expansion, . 
he added, was mainly due to increasesin | b 





the prices of foodgrains and food items. 


‘or fiscal 1988, Bangladesh Bank (the. Es y | 
a > Fund arë E ede 


bank) hasset the target of domes- 


expansion at 11.1% and broad : 


T ipply growth at 15.1%, contin- 
1t on the actual rate of GDP growth 
ng the year. An agricultural credit- 


istribution target of Taka 10.5 billion | 


been set for the coming year, up from 
a7 billion compared with fiscal 1987. 
O increase domestic income, the gov- 
ernment has raised numerous commodity 
excise duties while fees in government 
schools and colleges; unchanged for de- 
cades, have been doubled. 
| "Giving: some relief to the low-income 
group, the minimum taxable income has 
been raised from Taka 30.000 to Taka 
/. 36,000, and tax on income of sharehold- 








ers: of publicly listed companies has 


"| been exempted to encourage invest- 
j| mentinthe stockmarket: The corporate 
tax rate has also. b lowered by five 
pointe to 40% for Publicly listed com- 





anies, 4596 for private limited com- | 
anies nd 55% for banks and others. a 


expects NZ$190 mil- 
year from the nine 


created . out. of former | 
. By Mark Clifford is Seoul 


' tax and can be repatriated | 


las has insisted that the legisla- 


are vying for a piece of 


| Finance (MoF) to make a 








Seoul's go-slow appro ach 


Foreign firms vie to underwrite a South Korean i issue 


bw i are about tc be given 
another opportunity te make an 
equity-related imvestment i£ the South 
Korean growth story whea Goldstar 
Co. makes a coavertible-boxd offering 
in the next few months. But any hopes 













investors may have that this -s a precur- 
| Sor to a full opening of the ssockmarket 
appear ill founded and increased 


liberalisation of the market seems to be 
deferred to the fature. e 

The US$30 million Goldstar offer- 
ing, tentatively set for July, will be the 
fourth convertible issue oper to foreign- 


ers. The Goldstar paper will reportedly | : 





carry a coupon rate of under 2%. Mer- 


rill Lynch has apparently edged out 
Nikko Securities, a Japanese broker af- 
filiated with Lucky-Golds ar, for the 
position of lead underwriter 
the issue is smaB, a bevy o 








the action. Durng a trip 
to Seoul in mid-June, 
Citicorp chairman . 
Reed visited bath | 

star and the Ministry of 





pun for Citicorp af- 
iliate Vickers da Costa 
to co-manage the issue. 
Samsung Electro- 
nics, Daewoo Heavy In- 
dustries and Yukong 
have previously offered 
convertible issues. The 
can fie one Ae Fi non- 





three out- 
standing convertible issues end the two 
mutual funds are selling at hefty pre- 
miums to their underlying vadues. 

` The convert ble issues Fave by far 





 outperformed. zhe underluing stocks 
| over the past year, especially since mar- 








ket makers in London swung intoaction 
early in 1987. Samsung Electronics has 
beaten the general market by a wide 


margin and is currently selling at a 150% 
premium to its conversion price. Some- 
thing is out of kilter, unless foreign in- 
vestors in the convertibles brow some- 
thing local investors in the stocks do 
not. "Some foreign investors just want 
to buy [South] Korean paper, ' says one 
brokerage analyst. 

Brokerage house W. I. Carr, says: 
“Investors have been buyirg converti- 








ble bonds and the Korea Fand as pro- 
| xies for the [market] index, without 
-much attentior to fundamentals, in 





goes RT on equity alte : 




























particular the | quality and ~ 
pects of individual. companies 
the performance: of the underb 
stocks." | 
Premiums for. the Korea Fund ai 
the Korea-Europe Funda o hef 
The Korea Fund is sellin 
mium to its underlying. n 
while the Eurofund carries a 12 
mium. That means for every L 
South Koreans are paying for a 
cf stock, foreign investors. hob 
up as much as US$2.50. There 
reason to doubt” ee f 









are coming; in above. analys 
But prices generally lef litt 
appreciation, and lots of roo 
late J Ju une, as riots is continued i in 
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US$67 to USS56, isaac more e than: 6? 
Anyone paying these prices is s! 
ing a bet that a South Korean 
fully open to foreign inve 
more than double again ^ it 
bled since March 1985 — or that som 
one else will come along and take. 
out at a higher price. Cr RN 
' Buyers are fond of comparing 
Korea to Japan in the early 1960s 
prices skyrocketed after the market w 
opened to general foreign ownership 
Now, in South Korea, the economy 
on a surge, yet locally owned: stocks are 
still relatively cheap. “It is one of the 
last places in the world with single-digi 
price/earnings ratios,” says a foreign 
banker in Seoul. Cheap, yes, but it 
going to be a long wait indeed until 
of foreign money lifts these pt 
A cabinet reshuffle announced: 
end of May initially raised hopes. that 
the pace of financial refogn would. 
Re sakong H—af s 
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mics adviser to President Chun. Doo 
Hwan, who is regarded as a proponent 
of more a deregulation — moved to 
the MoF. But he has given no sign of 


pushing for more liberal foreign owner- 
ship of stocks. Politically, however, he 
may be unable to do so. 

South Korea published a detailed 
plan in 1981 for opening up the capital 


markets to foreign ownership. First, in- 
vestment trusts like the Korea Fund 
were established, giving foreigners an 
indirect entry to the Seoul market. 
Then, in 1984, foreigners were allowed 
to invest in South Korean securities on a 
limited basis, with the convertible is- 
sues. The plan calls for foreigners to in- 
vest in South Korean securities “on a 
comprehensive basis” in the late 1980s. 


Many cr c thought that the 
market would be cpen :o limited out- 
side investment by the conversion date 
of the Samsung issue, due this October. 
"A year agc, local brokers were confi- 
dently predicting that the market would 
be open in early 1987,” says one foreign 
broker. “New the optimists are hoping 
that foreign ownership will be 
liberalised after tae Olympics |Sep- 
tember 1988]. The pessimists are talking 
about 1989.” 


I? early June, securities regulators 
asked local brokers no: to publish any 
more Engksh-language research on 
South Korean companies, not to 
suggest a date for any market open- 
ing and not to hod seminars for for- 


eign investors on the localetockmarket. 

A cautious approach toeopening thé 
country's stockmarket to foreign capital 
is one of the few areas where the gov- 
ernment and the political opposition 
have some common ground. There ge 
sound reasons, though, why the techno- 
crats want to move slowly. The country 
is already awash with liquidity from a 
ballooning current-account surplus, 
which is expected to top US$7 billion 
this year. High real interest rates and 
the expectation that the won will con- 
tinue its strong appreciation — cur- 
rently running at an annualised rate of 
more than 12% — are sucking specula- 
tive investment funds into South Korea. 

Heightened surveillance measures to 
staunch the inflow of speculative money 


Time for Jakarta to rethink 
its economic policies 


ndonesia, the world’s fifth most popu- 
lous nation, with 170 million inhabit- 
ants, is facing the most serious economic 


difficulties in its recent history. Its gross |5 


domestic product expanded at estimated 
real rates of 1.9% and 1.6% in 1985 and 
1986, well below the pace of population 
increase. This year, the indications are 
that growth will continue to be weak. 
Gross capital formation has declined 
in each of the past three years as govern- 
ment savings, hit by falling revenue 
from the oil and natural-gas sector, have 
shrunk. This has removed an important 
prerequisite for improved growth. 


A much higher growth rate is needed |: 
to create jobs for a 62 million-strong | 


workforce, which is growing by 3%, or 
some 1.8 million, a year (and in which 
2395 of workers are employed for 24 
hours or less a week). Just to keep pace 
with that expanding labour force the In- 
donesian economy must grow by 9% a 
year, not the 5% envisaged under the 
current (fourth) five-year plan. 

Such growth would require invest- 
ment to increase by 27% a year, adding 
further strain to the balance of pay- 
ments, which showed a current-account 
deficit of US$4.1 billion last year. With 
foreign loan repayments running at 
US$2.1 billion a year, the country's ex- 
ternal Wap needs will, therefore, 
total US$6.2 billion a year. Only a frac- 
tion of this will be provided by direct 
foreign investment. The rest has to be 
met by new borrowings. 

The central bank has imposed a tight 
monetary policy in order to contain in- 
flation, which was held at 8.8% last year 
— even after the 31% devaluation of the 
rupiah ingSeptember. But that policy 
has entailed high interest rates, at the 


88 rd 





risk of discouraging investment, and 
failed to bring monetary stability. Capi- 
tal flight is a constant threat and the 
rupiah remeins uncer speculative pres- 
sure fuelled by fears of devaluation. 
Undoubtedly, the rapid decline in 
world oil prices has contributed most to 
this miserable state of affairs. However, 
it seems futile to expect a major re- 
bound in oil prices in the near future as 
the current price appears to be more the 
result of structural change in the indus- 
trial economies than a passing cyclical 


Dr Jisman Simanjuntak heads the 
economic depar-ment of the Cen- 


tre for Strategic and International 
Studies ir Jakarta. 





phenomenon. The task facing In- 
donesia, therefore, is how to overcome 
its present malaise through improved 
performance in its non-energy sectors. 

With labour and natural resources in 
abundance, Indonesia can, and 
should, use its experience of 
the past 15 years to implement 
a development strategy based 
on the export of manufactured 
goods — a strategy which has 
worked in some of its fast- 
growing neighbours like Thai- 
land. In fact, the rapid econo- 
mic growth in the early years of 
the New Order government of 
President Suharto was not 
based on high oil prices. But 
such a non-oil growth strategy 
now must be supported by ap- 
propriate policies. ° 

It would be untrue to say 
that Indonesia has not re- 
sponded swiftly to the realities 
of the international oil market. 
In terms of frequency of re- 
forms, it should, perhaps, hold 
some sort of a record among 
developing countries. 

These have included the banking- 
sector deregulation of June 1983; tax re- 
form measures between 1984 and 1986 
aimed at better mobilising domestic re- 
sources; the 1985 Presidential Instruc- 
tion No. 4 cleaning up the customs ad- 
ministration, even at the price of 
privatising the job of inspecting all im- 
ports and exports, and, finally, the three 
policy packages announced between 
May 1986 and January 1987 which 
sought to provide incentives for foreign 
investors and exporters of manufac- 
tured goods. 

However, these initiatives were too 
incremental to farce changes in the at- 
titudes of investoÑ and traders and too 
limited in scope to &tack the deep roots 
of the high-cost economy. As a re- 
sult, they rave proved inadequate to re- 
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4 POEPEN grow t 
| Inflation, an pi ve concern. p 
| Seoul's economic policymakers, is ris- 

ing. The government appears unlike- 

ly to. meet its target of 3% inflation 
sar, despite a package of anti- 
measures announced re- 











tol bring in additional 
ge. frozen since last Au- 


lowdown in economic per- 





: Wh (Indonesia needs is an across- 
4 the-board approach similar in character 
.to the new directions Singapore an- 
nounced last year in a bid to stimulate 

|, economic growth. These included re- 
ductions in government charges for the 
use of infrastructure; reductions in the 


[| tax burden on industry; dampening of | 
» Wage increases, and the privatisation of. 


most government-owned service and in- 
dustrial operations. 
.., Unfortunately, Indonesia’s search 
| €It is an irony that at a time 
when exports of manufactured 
goods are badly needed and- 
“le world market conditions. 
appear favourable, Indonesia 
suffers from a shortage of 
such products and high 
_ domestic prices which make 
“exporting unattractive. ? 









: for new dircctiónsBas been hindered by 
j| anumber of fallacies. These are: 
» “The visible hand knows best and 





| ean do it better." Indonesia’s basic at- i 
-titude towards market forces and pri- 








ate enterprise has always been tinged 
with suspicion. The Foreign Investment 
Law of 1967 and Domestic Investment 


investors, were formulated in the midst 


| the promotion of the private sector 
| waned after income from oil exports in- 


creased. The incentives were gradually | 


withdrawn and the policy became re- 
strictive and selective. 
















| the economy, the government has re- 
|. stricted new investment in a bid to pro- 
tect existing investoryin areas where the 
| investment level is g#nsidered sufficient 
4-for- local demand.f'However, in other 

areas investment has been forcefully 
moted. despite the apparent absence 












Meinen, commonly 






ufacturing is pushed too ag 








Law of 1968, which offered incentives to | 


: of the economic turmoil of the Sukarno | 
| era. But government commitment to 


retending to know what is best for 


ence of . , workers for 





3 make i it even more c unlikely that 


ld | foreign equity investment will be en- 


couraged. 

The continuiag political. mstability 
makes a go-slow approach t foreign 
ownership a certainty. These is wide- 
spread suspicion among Sout Koreans 
about foreign ownership. The pressure 
for protectionism in the US ael Europe 
has reinforced South Koreans’ feel- 


ings that they . are alone ir a hostile- 


world. | 

With the regime on the political de- 
fensive, no decisive action wE be taken 
soon. Foreign ecuity investors are in for 
a longer wait than once seemed possible 
— perhaps iat had better be nimble 





compete aegis Ass 
vestment has become unbalanc 

It is an irony that at a time when ex- 
ports. of manufactured gon s 






appear favourable: Indon: 
from a shortage of such p 
high domestic prices whick make ex- 
RE unattractive. E 

“My domestiz market is 






tions with a vast territory, 
sources and a large popula 





sufficiency programmes, set only in 
such areas as rice production. but also in 
industry where the localisa 








ssively. 

Many policymakers o 
fact that a hasty drive for se 
can result in higher-cost p 


ally uncompetit.ve. 
“Our private enterprise & 
the foreign. ones are w 








state-owned companies 
aggregate assets of Rps 


(US$60.8 billion) at the en dot f last year. | 
takes third | 


Domestic private enterprise 
place after the cooperatives. which do 
not play a significant naio 
Foreign-owned companies | 
With a dominant role seserved for 
state-owned erterprises etgaged in a 








variety of businesses, the in=/ficiency of. 


the state. sector is transferred to 
downstream producers whe, in turn. 
passit on to corsumers. 
.. Current investment policy. remains 
highly discriminatory. Indenesia badly 
needs a new inflow of foreizn direct in- 
vestment but fcreigners are restricted in 
entering through joint ventares. 

The continuous threat of capital 


flight i is a good indication that domestic | 
companies, including those controlled | 


by the government, can be as “evil” as 
foreign ones. Conversely, the prefer- 
foreign D 





ENERGY — 







| production ol of oil | through extern: 
are d | | 


ucts’ and | 


m. It leads” 
_ to the adoption of over-am: itious self- 


ten of man- 
| deposit for a minority share of what is 
look the | 
ufficiency | 
ducts. The | 
wider its scope, the more chance there is | 
that these prodacts will be ^nternation- 


o." | volved would be recovered Over hari ; 


| inthe government's favour. 


| sit while drilling for gas at Harip 
under a US$46 million natural-gas d 






















































Develop T i : nt’ 3 i 
controversy _ : 


By S. Kamaluddin in Dhaka 


he Bangladesh Governmen | 
to allow a Canadian oil compan 
extract crude oil on a producti 
ing basis after it ascertains the size o 
oil deposit found in Haripur i 
eastern Bangladesh late last year 
However, a committee 
President H. M. Ershad and 
Energy and Mineral Res 
Anwar Hossain has recommende 
the Canadian firm, Scimitar 
given the go-ahead only after 
to accept a change in contra 
suggested by the committee. - ! 
In Dhaka, one mi d 
cing the exploration 





, higl 


ernment in the public sector and si 
not be *exploited by capitalist multina- 
tonals.” — aa 
Until mid-June, Energy Minis try of- 
ficials were sharply divided on the que 
tion of. entrusting the extractiòn to a 
foreign company. Normally , under pro- 
duction-sharing terms a oreign.  com- 
pany is invited to fiance and handle the 
delineation and development of an oi 





produced, while the host. government 
receives the majority y shar x 

Scimitar has told the B ingladesh 
Oil, Gas and Mineral € Orp. GMC 
that it will invest at least USS10 n villion 
in drilling and tests to assess the size of 


the deposit and that the capital costs 











vear peried. The Pd 
terms offered by Scimitar are: 
first 5,000. barrels per day (by 
ing ratio of 60:40 (in th 
ment's favour); to 10,000 b 
25,000 bpd, 80:20; and to 50, 
85:15. — x 
However, the. six-membi 5i 
tee advising the president o on. 
recommended accepting | 
effer only if the company agre 
prove its terms. An informed sou 
told the REVIEW that the committee 
suggested the production sharing ratio 
be increased to 70:30 for the first 5.000 
bpd, 75: 25 up to 10,000 bpd, and so on 


BOGMC struck the crude-oil depo 


lopment project financed by th 
Development Bank. In fact, i 
substantial gas field less than 
down but decided to drill d per tril 
ing oil at ud m. P 23 



















ood” as local enterprises 
- *Low inflation is good.” This isc 
‘rect if accompanied. by a satisfactory 
‘level of employment, growth rate, in- 


_in Indonesia, the instruments of monet- 
‘ary policy — interest rate and exchange 
rate — have been used to fight problems 


industrial policy. Unless investment and 
-trade barriers are reduced, the country 
may pay a high price for maintaining a 
ight monetary policy. 

» “Government domestic borrowing is 
d." The uncontrolled borrowing 
which touched off the economic chaos 
f the Sukarno era has led the present 
































y option and to condemn all forms of 
istic borrowing. | 


c 





lomy business investment TE 
TONA more price cuts for major export 
| commodities, and uncertainty over US 
| economic prospects suggest the recent 
| improvement in Australia's economic 
: performance could be short-lived. 

^'^ Australia's balance of payments has 
-for the current-account deficit. The 
T ion) and, with just June's figures yet 
|; to come, the total deficit for the 1986-87 
|. fiscal year (ending 30 June) is heading 


| A$1A. 4 billion deficit. 


effect on local interest and exchange 
- rates as foreign money | oured into Aus- 
 tralian securities and shares in the first 







“tralian dollar topped 72 US cents, 






- year. The trade-weighted index kept by 
the Reserve Bank of Australia (RBA, 
the central bank) was up a more modest 
1.4 points at 56. 4. 

















rowed economic growth picking up, 
h real GDP expanding 0.6% to give a 











inst 1.6% for the year to De- 











| m] f C fas dip j. reri 












breed n money 
deposits and f 
grew 8.9% in the 
ming | a ae re 













resource transfer from external borrow- 
ing is close to zere, fhere is practically 


 vestment and balance of payments. But. 


rooted elsewhere, such as in trade and | 


'overnment to abandon this fiscal po- | 





- shown an improving monthly average | 


|M May deficit was A$866 million (US8622. 
1 milh 


| for A$13.3 billion, against a govern-- 
| ment forecast of AS14. 7 billion at the | 
beginning of the year, and | last year's | 


The weak US dollar augmented the | 


^ half of this year. In mid-June, the Aus- 


against 66.5 US cents at the end of last | 


March“ quarter national accounts 


ate for the year to March of 


iber. Almost all this growth came - 
om the export sector, which is what 


t, Oyanc' 
nues from. oil depressed and th 


no option cther than domestic borrow- 
ing. Of course, the government would 
have to guzrd aganst g government bor- 


.rowing “crowding out” private borrow- 


ers and a rise in undisciplined spending. 

` Connected witt these fallacies is the 
dogma which has dominated Indone- 
sian policymaking in recent years. This 
is a stubborn reluccance to consider the 
merits of external cebt restructuring 
even though the debi-servicing burden 
has become excruciating, and a strong 
inclination to keep the free foreign-ex- 


change system despite its hazards. 


Time for a rethink of these fallacies 
and dogma is long overdue. After the 
ruling Golkar group’s sweeping victory 


| in the 23 April general election, atten- 





THE INVESTMENT GOES © 


WHER 


ae TURN adjus:ed at average 1979-80 prices) 


3e 


m REVIEWGRAPH Oy Picky Hi 
‘vious six months. Tae downturn in infla- 
tion and the strength of the Australian 


dollar have allowed a sharp fall in interest 
rates over the Apr i-June quarter, with 


commercial bank prime lending rates 


tumbling three points to below 16% for 
the first time in two years. 
With wages u 





ings of more tham 4% 
employment rate has held steady at 
about 8.5% for several months. 


dustry, though a rise in individual debt 
suggests that credit carcs are in frequent 
use for smaler iterrs. 


However, a close study of trade and 


national-income figures shows that 
Australia is not ou: of danger yet. The 
inflation ratz is still three times the aver- 


age for OECD countries, and the p 


two-tier wage scructure, with ` 





: determing the direction. of the fift 1 five 





about 5%, Australian 
workers have su ered a cut in real earn- 
but the un- |: 
a | May. This growth came from routine 
e. 
pain is being felt by suppliers of larger 
consumer items, perticularls the car in- 












year plan starting in 1989. Such an occa 
sion offers an opportunity to challegge: 
the fallacies and dogma which have cast 
a spell on the Indonesian bureaucracy. 
Indonesia must move away from th 
centralised bureaucratic approach | 
which has dominated its economic | 
thinking. Allocation of scarce resources 








should be guided by profitability rather | 


than a government list of investment | 
priorities. Investment policy should be | 
redirected in favour of using abundant | 
labour resources to boost the manufac- _ 
ture of goods for overseas markets. Fi- 
nally, à better appreciation of market 
mechanisms should trigger a com- | 
prehensive deregulation and liberalisa- | 
tion of the economy. un 





masete, is Jet to be proven. 

Fears that the benefits of currency 
depreciation in recent years 
dne be quickly eroded is one 
reason for sluggish business in- : 
vestment, along with the pro- 
hibitive interest rates, though 
bigger, listed companies have 
cashed in on the sharemarket 
. boom with massive capital rais- 
| ings. 
“Inthe March quarter, capital 
T spending on buildings rose 4% 
, but on uipment fell 13% to 

give an ge, downturn overall and 
z 4395 fall for the year to March. 

: An official survey of business in- 

vestment expectations for fiscal 
1987-88 was even more alarming. 
It forecast at best no growth on 
the current year and, at worst, a 
decline of about 12%. 

Aside from sharp price rises for gold 
and wool, Australian export receipts 


| have. been pushed up by greater vol- 


urnes. In the 11 months to May, receipts 
increased by 8%. The low investment 


figures sugge est the rise in export volume 


was met from surplus capacity, and 
sooner rather than later, exporters will 
hit supply constraints. . 

Imports grew 4% in the 11 months to 





imports, which were up 5%, while ir- 
regularly recurring imports, such as fuel - 
shipments and aircraft, fell 4. 496. à 
Ls strongest. improvement in the 
ym ments came from the ser- 














| gun oe prospect. of | 
| : ip bros ae l 






e= | greater opporniniy for trade union n | lookh 





Creative Alternatives in a Changing Worle 
Wako Securities can help you reach your financial goals, 
no matter how distant they may appear. : 
As specialists in Japanese securities and active participants: | in the key 
American and European markets, Wako offers a zomplete Ene of 

underwriting and investment services. : 

-© Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Inst tute help private 
and corporate investors throughout Asia and the Pacific to maximize 
| their investment performance while managing risk. 
| Wako's long experience and broad client base give i s the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 








Wako Securities — meeting the challenges of global financial management. 
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Philippine 
Airlines 








DECISIONS, DECISIONS, DECISIONS. 


In business class, just abou! every airline We offer a — three. 
offers a choice of two entrees with your meal. And not just any thoice. Each menu offi 
But, once again, Philippine Airlines has carefully-planned selection of international 


gone one better. ethnic dishes with something to appeal to e 


e 





e, every sector of your journey. 


So next time you're travelling on business, 
have one less decision to make. r 
Which airline yoy take. 
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Published Abo: | — 
EAM Mu REOS The Most Authoritative Newsletter Of Its Kind... 
HET" - E = x We take gr2at pleasure in introducing the JAPAN FINAN CIAL 
x i REPORT, a ‘ortnightly newsletter written and edited by Richard - 
Hanson and distributed and marketed world-wide by the Far 


Eastern Economic Review, Asia's leading business/news 
magazine. : 





Bn EES dee eeu Rink 


Renae rid ACHE Che lik iotr Feet 












: s Pa LEE (um ea x pem | J Rushed to ycu anywhere in the world by jet speed, JAPAN — 
Ries, Sass bo FINANCIAL REPORT has become a principal source of inside - 
erum p information on Japanese banking, business and finance for people 





with a need to krow. 



















$ B PE 


Hanson Uniquely Qualified... 


Hanson a long time res.dent of Japan is eminently qualified. His journalistic v 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance cf his articles in the Far Eastern Economic Review, 
- The Financial Times and The Times of London among other prestigious journals. | 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information - 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the | 
-same time provide you with an unparallelled insight into the workings and thought process of the 
_ Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


. For Bankers, Brokers, Corporate Treasurers e:c... | 

_ Whether you are in banking, finance or irdustry, JAPAN FINANCIAL REPORT will serve to keep 
: you abreast and, in many cases, ahead of rapicly changing events which can and often do affect i 
— Japan's financial, economic and industrial well ! lx 
; being. 











. Act Now And Begin Reaping The Benefits... 
< Don't delay! No other publication of any kind | 
. can match the scope and depth of information | GPO BOX 460, HONG KONG 
you'll get in every issue of the JAPAN FINAN- an iu 
phy dal patel M it now while you are think- | Ci Please enter my subscription to the JAPAN FINAN- 
| 
| 
| 





PUBLICATIONS DIVISION 


: CIAL REPORT for the indicated term. Hb 
ing about it. To subscribe simply complete the Ienclose cheque/M.O. in the amount of (Or) a 
special trial subscription order form and return 


Lv Please charge. dit card. 
with the indicated amount. O Please charge my credit car 


E dede CN EN UT 
(Payment may be made in equivalent: in , local ; 
currency) | 









FAR EASTERN ECONOMIC REVIEW LTD $T : 
| 
| 
| 
| 
| 
| 





4 PAN FINANCIAL REPORT is designed to 
elp. you by providing vital information you 
1eed which in the short term might save you | 
time, energy and money, and in the long term | 
help in strengthening your Japanese business | Address 
activities. | 





















(Please print in block letters). 


Name 


i s Guarantee s... | Charg e RAE vu 


. Should the JAPAN FINANCIAL REPORT fai for | ^*^ 
any reason to live up to your expectations you ' Expiry date 
may stop your subscription at any time. We'll 
promptly refund the unused portion of vour | 
'ubscription payment. So you see you have ; Signature 








Card Number 





(thing to gain and nothing to to lose. LN E | CO UMEN. 















ited almost daily 
sence of forei eign | 











of. he f fastest | 
entiment I | 
er seen — from 
indless optimism be- 
|. fore the election to quite 
} dire pessimism.” This is 
| not how the Japanese, to 
| whom much of this “op- MI 
--timism” was „imputed, - 
. were seeing things, how- 















| ever. 7 
«SA lot of wishful 
thinking,” declared one 


' analyst at one of the. big four Tokyo 
-securities houses. “We said all along 


: that Japanese institutions were expect- 
| ing a setback in gilts and equities after 
_ the election." Nothing short of a 6-776 


.. “isthe currency,” 
© STERLING bears are to be found 
. everywhere. Within a week of the elec- 


-tion the pound was falling as currency 


"and securities selling set in. Inflation 
fears reappeared, founded not on the 
-current underlying rate of inflation 
; %) but on the size of the credit 
M engineered before the election. 

















needs a hole in the head," Shroff was 
sured by the chief British economist 





he money markets appeared to 
as rates moved sharply higher 


sofan early rise in base rates. 
poe ned disenchantment 






CR a brief Aen] London bases Ren 
ese iode believe the recent veo 













The City: the mystery continues, 


n needs lower interest rates “like - 
eading US securities house in Lon- | 


gil ts market translated this into 





Japanese plov to push Britisk securities 
markets down prior to a mzssive bar- 


|| gain-hunting raic. There may be some- 
| thingi in this. 


Japanese institutions prosed earlier 
this year that they are quite capable of 


moving equity and bond markets in their. - 


favour when they manipulatec the Cana- 
dian securities market with alithe skill of 


a chess grand-master. 
The J E 
la 


FINANCIAL TIMES 





market again «nce prices 
faland then té target the 
Frankfurt steckmarket. 
They see Fraakfurt and 
the “associated” markets 
_of Switzerland and the 
Netherlands as being 
highly sensitive to US- 
Deutschemark exchange 
rates. US dellar—based 
investors have been tak- 
ing profits n Frank- 
furt, pushing the cur- 
rency lower ard boosting 





















West Germany's exports. Se, the time 


for renewed baying of West Ger- 


man shares on the basis ef improv- 


ed corporate earnings ES almost 


: | ripe. 
"downward correction in equity and gilt. | 
-prices would induce a Japanese return | 
«to the market. The propiem; he added, 


e LONDON, r neanwhile, is all agog 
about. prospects for the ‘Hongkong 
stockmarket. What Shroff cen only call 
the “Carlton Poon syndrome” (after 
James Capel's senior securities analyst 
in Hongkong) has the city n its grip: 
Poon's prediction at a New York invest- 






ment seminar in May that the Hang 
Seng index will go to 4,000 


1 the short 
term, 5,000 in. che. mediur term and 
10 000 over the longer term Fas become 





| gospel: No fewer than three major Lon- 
don broking houses and one of the lead- 
ing US unit trust groups recited the new 
-creed enthusiastically to Shreff. | 


Poon adduced numerous reasons for 


| his amazing bullishness — not least 
being his view that the Hang 5 Seng Index 





ought to be tra: :*emium to 
Morgan Stanlev's world market p/e 
average (insteac of at a near 40% dis- 
count as of the end of April, given the 





| | buoyancy of the Hongkong economy. 
"London brokers have no shortage of 





reasons of their own to add, including 
the idea that China's economic thinking 
is now so liberal that investors will soon 
be buying Hongkong because of China 


rather than desp:te it. 


Maybe, but Shroff fnd: moi con- 


| vincing the arguments that the prop- 
erty-company Lquidity in. Hongkong 


has little place to go bu into the 


| stockmarket; that manufactaring com- 
| panies are also Mndergoing d aoe 
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. are not hard to find in London. 


A 


London broker confidently pred 






balance-sheet transformation, an 
the sheer size of the Hongkong pres 














urrency to that of the count 
which is, in the words of one he broke 
"approaching. bankruptcy": 
the US. d i 
e BULLS of the Tokyo stóckm 


























Unlike the Japanese, British bro 
are pessimistic about. US econo 
prospects. Earnings growth of J apane: 
companies (in US-dollar terms) is sti 
fast enough to close earnings-yield g 
between Tokyo and Wall Steve t, and 
the "dividend-generating power" of 
panese companies is still seen as 
high. This, it must be added, is n 
view of the British unit trusts- whi à 
have sold heavily in Japan lately. - 
© The Singapore stockmarket - 
another bull park for London. Depr 
ciation of the Singapore dollar, espe 
cially against sterling, during the past 
year or so is seen as indicating a more 
realistic approach on. the part of the 
Singapore authorities. Even the fact. 
that Singapore has very recently been 
doing a bit of monetary tightening again 
to stem liquidity is good news for Lon 
don. It points to currency gains as « 
ings growth begins to tail off, say func 
managers. The Malaysian market r 
seen as a “good inflation hedge,” M 
ila as “risky,” Taiwan asa good buy stil 
and Seoul as being dictated increasingly 
by politics rather than fundamentals. 
@ ANOTHER big talking point in Lon- 
don is when Japanese securities houses 
are going to move in and take over what 
few British broking houses have not a 
ready been snapped up by Wall Stre: 
firms — or to start poaching staff. “T 
ate only waiting for the dust to settl 


































































































The Japanese themselves ren 
coy, however. The Japanese sec 
houses insist that they are “not ye 
fident enough to manage foreig 
That seems to be said with tongue 
cheek. Nomura, for instance, has n 
only 60 Tokyo-originating staff Out « 
500 in London. Acquisition may not be 
popular with the Japanese houses but j 
organic growth is very rapid. vu s 

The Japanese in London do not seem 
unduly worried by Thatcher's pre-elec- 
tion threat to boot out Tokyo institu- 
tions unless Japan opens its doors t 
more British investment and financi 
commerce. Judging by the dismay o 
Japan's failure to- capitalise on 
Thatcher's victory, London needs the 
Japanese presence — and momey — far ^ 
too much to impl i reats. 



















By Bruce Roscoe in Tokyo 


^ ome major foreign securities com- 
ww panies in Tokyo are quietly rubbing 
heir hands with glee at the falls in 
Tokyo stock prices, culminating in a 
648-point drop in the Nikkei Stock 
Mica on 22 June, the market's third 
egest single-day fall. | 












































: the fat commission income which piles 
up when they take clients into or out of 
.the market, but also because most of the 
exchange members among the foreign 
houses in Tokyo see any market weak- 
Ss as an excellent opportunity to per- 
uade clients to be bullish and buy. 
- When the market modestly bounced 
ck after a three-day, 1,289-point sus- 
ained fall by adding 154.56 points on 23 
ne, such companies call their clients 
ind say, “We told you so!” 
- The Tokyo market is almost as much 
‘commission-driven” as it is "liquidity- 
-driven." Even before the market over- 
took Wall Street in terms of market 
.capitalisation, it had. surpassed New 
|- York on value of income ge enerated by 
commissions, which are fixed by the 
Tokyo Stock Exchange (TSE). : 
^ So major foreign brokers are still 
‘bullish, at least those whose TSE mem- 
bership allows them to observe first- 


















































































: Japanese members. 






“that the statement that Tokyo stock 
-prices are too high is a trivial one: prices 
. were “too high" three years ago. If Ja- 




















T M$14551m 
(US$57.9m) 







ice barrier 


The Tokyo market pet 1 289 points in in three sessions 


hey are happy not only because of 


-cline which 





“hand the dealing and trading habits of 


But all are finally tending to agree 


shares, sparxing seli mgs in other sectors. 






and with a xendency to go in and out of 


^the market much more quickly. 


-Although still net sellers, oreign in- 
vestor turnover continues to increase, 
which suggests they have adopted the 


Japanese approach to the market of get- - 
ting in and out of raillions of. shares in in a 


single sessicn for quick gains. mi 
‘The market's speculative fringe was 
active throughout he three days of de- 


buying) dic. not 
9.4695 as a sector on 22 June. In con- 


trast, during the sar market plunges: | 
t March, Second | 

money from Tokyo stock sales, they | 

outbid many US investors in this auc- 


of October 1986 and las 


Section seling preceded dumping « of 


First Section stocks. 





he best £Uess fer 
is that the masket fell sharply be- 


cause of a sudden i ircrease in the flow of 
institutional Japanese investor money 

into the US. What ock the index down: 
iling inthe financial sector. 





most was sei 
Securities compans" own shares fell 


most on 22 June, down 560.96, and 


banks were down 3.8. 36. Asthis sector, 


now worth arounc 40% of the entire 
market, largely owns itself, banks and: 
| securities firms probably were raising 


money by dumping some of each other's 






(US$2.9E) 





| (US$137.1m) 


NZ$324rr 
i (US$192.3m) 


m eie in. April and May). In the: | 


Also exerting a pull was the interest- | 
rate differential between US and Japan- -| 
| ese government paper, which in the past 


. ping to 3% i 
ganon 18 June. Second. 
Section stocks wewe vigourously snap- |. 
ped up, anc over-the-counter stocks ac- 
tive. Electricals- (»oosted by foreign 
zclne at all, adding |. 
| billion. 


the recent didiges n 


Fall in net profit attributed to increased tax and = 
| dividendi income. B DES 

| Net loss contrasts with prot of Ya ps : 

| sc ep lac pel apprec age 


l'Freight 1 revenues suffered Tor Tree — [x Yen 
appreciation. Excess ship space in A bad ‘Sector 
See I a 


‘they were ying U: iS Gover 








first two weeks of June, reliable sources | 
say, Japanese investors put at least | 


| US$5 billion into US bonds. 
panese investors eontinue buying big, |- 
foreigners will follow, albeit cautiously - 


Several factors create a strong, al | 
most magnetic, pullonJapanesemoney | 
into the US, including the exchange: | 
rate, which hit US$1:X 146 on 23 June. «d 
the lowest point for the yen in 10 weeks.’ | 





few weeks has exceeded five percentage | 
points, with yield on the bellwether Ja- | 
panese Government No. 89 bond drop- | 
in late May, and recovering "t 
only. slightly since then. - 

The timing was right. A US Govern- 





ment auction for two-, four- and seven- 
year. bonds was. launched on 23 June, 


lu JS$24.25 | 
though J pak institutions | 
peer US 10- and year issues, no- 
ody will be surprised if, awash with. 


with a 











tion, Big Four brokers were denying 
they would be heavy buyers, a sure sign 
they were up to something. Nomura 
Securities was putting out the dubious 


line that heavy local demand in the US 
. for the bonds would make it “difficult” 


for successful Japanese tenders. 
- Still, bullish sentiment may well re- 


| cover on the TSE as a result of the Ja- 
| pee -Government's just-approved 


lementary budget for fiscal 1987, of — 
Y .08 trillion, which includes ¥ 1.76. 


trillon tagged for ig works spend- | 
ing, and brings t 
X56. 18 a ue dd 


e total budget to 
: a 











































C seock futures trading on the Osaka 
S Securities Exchange (OSE) began 
' with a roar on 9 June, fell to a whisper 
.. soon after and is now barely proceeding - 
asqueak. It may be too early to judge 

arket a success or failure, though 
kers dealing in the contracts suggest 
alit ke.at leas in yest | tor the instru- 











| da at the « expiry of 
j month contract, share cer 


‘Volume for the first day of trading 
_ was celebratory, with Nippon Life In- 
-surance putting up: Y 170 billion. That 
“amount would have accounted for al- 
most half of the cash value of the 5,533 
September contracts traded on 9 June. 
And the value of traded September and 
December contracts approached 40% 
- of Tokyo Stock Exchange trading value 
ontheday. 
_ Then volume slowed down, indicat- 
ing that fewer investors were willing to 
punt on an ever-rising market. Futures 
"prices were consistently higher’ than 
cash prices. 
-Volume for the December contract 
declined to nil, but brokers said that was 
normal, as investors were hesitant to 


- gamble on spreads six months into the. 


future. . 
. As the September expiry date drew 
“near, they said, trading in the De- 


eaves 


S terms lf 
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Si tock futures tradiniġ ou under way in Osaka 


the contract is yet to be registere 
US. E Exchange [Si In ernational | 


| tered Ead bond two month x ago in the 


cember contract would pick up, with in- 
vestors rolling over their three-month 
spread to the December expiry. The 
quarterly expiry dates permit the gam- 
ble on stock prices to contin: 
months.. T 

In the first week of aduni futures 
prices were high enough above the cash 
prices to whet the lips of Wall Street- 
style imterest-rate arbitragears, who 
Bet the stocks and sell the futures, 
an exercise New York arbitrage special- 
ists have turned into a computeris- 


















ed art form. Brokers sai 
what the foreigners in the market were 
doing. : 

New York's blue-chip | 
banks Morgan Stanley and Salomon 


Brothers are at present the orly foreign 


members of the OSE, me Dye ait 
they said they took | 
the Futures 50: 
Itis still illegal, however, 
dents to trade the Osaka Fu 












as regis- 









| Morgan Stanley ter 


| the new 
| other large foreign brokers. “Why pun 






about the Osaka contract con 
the volume achieved without the. p 
ticipation of Japanese trust bank $— 
which the Ministry of Finance is ye 
issue investment guidelines — and 
without many smaller local inves 



















































fitable arbitrage impossible. 

A minimum investment of aroun 
¥8 million to cover the 9% mar; 
also locks cut many speculators. Th 
transactions tax, however, is expe 
to be lowered in August or Sept 
ber, probably to 0.125% on a 
order. 

A daily volume of 1,000 contr 
would be worth around US$500 millior 
according to Meyer, about the sam 
value as 3,000 Nikkei index futui 
traded in a day on Simex. "In less h 
two weeks, ii ^ ra a« mater 
ing the Simex contract on N 
is pretty impressive. Osaka fut 
traded enough to be viable, thoug 
naturally the contract in still im 
ture," said Meyer. 

The Simex Nikkei contract volume i 
hovering at 2,500-3,000 contracts a day 
while the Osaka daily volume has 1 eco- 
vered to around 1,000 contracts, as a re- 
sult of the recent higher market volatil- 
ity. 

But there i isa lot of scepticism 
market's prospects - amon 





on a futures contract of only 50 
when everything in the Tokyo market i 
a pure punt?" asked one foreig 
analyst. "Japanese have quite enough 

punt on without having to worry about. 
basket of 50 stocks down in Osaka.” ~ 


Philippines 




































































By Manik de Silva in Colombo A 
S: Lanka's debt-ridden national 
| airline, Air Lanka, ran up losses at 
. the rate of Rs 1.3 billion (US$44.67 mil- 
lion) a vear from 1980-86 and must rank 
as "the most devastating . financial 
tragedy" ever to hit the country, accord- 
ing to a commission of inquiry. 

A recently published report by the 
three-man commission appointed by 
President Junius Jayewardene reveals 
that the airline m lost its issued share 
apital of Rs 3.8 billion, and used a 
treasury loan of Rs 800 million and part 
foreign currency loans for aircraft 
Ends to finance its operating de- 


| In a scathing attack on the manage- 
ment of the airline, the commission says 


development needs of the company. It 
also claims that. the government's 
majority stake and the presence of 
‘| senior. government officials on the 
| board. prevented management from 
| adopting a proper business-like ap- 
proach to the running of the enterprise. 
The commission was established in 
1986 after a growing number of critics 


an unacceptable drain on the national 


T ; tic detail how the high hopes which ac- 
|- companied the setting up of Air Lanka, 
. with the help of. Singapore Airlines 


|: and uncontrolled spending. 

d Accumulated losses to 31 March 

|. 1986 reached an estimated Rs 5.6 billion 
. and debts to overseas lenders amounted 

. to Rs 1 billion “without any productive 

assets or collateral to provide for their 

epayment,” says the commission. -. 

. Capital borrowings, including fi- 


t 31 March 1986 totalled Rs 7.2 billion 
while the book value of supporting as- 
sets was Rs 5.4 billion. 

But the commission notes that only 
6096 of the book value would be realisa- 
ble under a forced sale, suggesting that 
the cumulative losses suffered by the 
company total more than Rs 7.7 billion, 

'hen lease termination penalties and 
ticipated expenses are taken into ac- 
int. This would imply the airline had 


year operating life. 
On the question. of management, 
the commission says the government 
rectors. "In fact, 


conducting the affairs of. Air. Lan- 








 gued that the aiz 


directors put private gain before the 


accused the fledgeling airline of being - 


. economy. The report reveals in: drama- 


| (SIA), foundered on mismanagement - 


ance-lease commitments, outstanding ` 


ost Rs 1.3 billion annually over its six- 


expected exemplary conduct from di- | 
from. our findings — 
it appears that the directors, in 


haves subordinated. the. develop- 
tof: the Company to their own. 


ur taste c of paradise 


 Aninquiry slams Air Lanka' s unbusinesslike ways 


individual private gain," it says. 
The board. waich was headed by 
former Arr Siam and SIA Captain 
Rakhita Wikramanavake, had long ar- 
ine’s troubles were 
largely caused b» undercapitalisation 
which forced it to resort to commercial 
borrowing at high nterest rates. 
However, the report says Air Lanka 
failed to exploit she potential of the 
local and internatonal capital markets 
at a time when iavestors would have 
found the airline aa attractive prospect. 





The commission concludes that the 


board considered the involvement of 
additional sharehcdders “inimical to the 
development of taei own private in- 
terests." The resul was that the Sri Lan- 


kan Goverament was the major share- 


*| the failure of the airline rests with a 





hólder and - ne presence on 1 the board of 


two senior govermment officials “inhi- 


bited the scrutiny c profitability and ac- 
countability that vould normally have 
been effected on »ehalf of the major 
shareholder." It adds that in the cir- 
cumstances that p ailea treasury offi- 
cials “were reluctant to question re- 
quests for government money." 


Tx report says hat the commission 


also found it dEficult to understand - 


why the state-owned Bank of Ceylon 
and the People's Eank remained silent 


. about the manner r1 which their money 


had been used. 
Initially, SLA provided most of Air 
Lanka's skilled personnel and helped 


-train Sri Lankans fer key positions. But | clipping i 
an the commission’: view, the Air Lanka | to achk 





E “the: relationship w was the infusion of per- 
sonnel from the defunct 


paralleling: the performance of “Air 


carrying capacity. 


government to evaluate Air Lanka’s 
performance said the acquisition of - 
Boeing 747 and L1011-500 aircraft had: 


| adopt a business-like approach to an en- 
_| terprise in a globally competitive indus- 


ånd has assured staff that the airline will 


tt standalone. 
oO ctors which aggravated 





Air Siam. The . 
report. notes that in a move almost 


Siam, Air Lanka launched an explosive 
expansion of its route network and 


The commission found that in Air 
Lanka's first six years of operation, 
revenue exceeded Rs 16 billion, a re- 
cord unmatched by any other govern- 
ment-funded organisation. But expen 
diture was more than Rs 21 billion, leav- | 
ing the airline in a “dangerously critical E 
financial condition." 2. 

Consultants commissioned by the 


proved to be costly decisions. The air- - 
lines markets were neither distant 
enough nor dense enough to support 
747 operations. These two aircraft, now 
to be sold at a loss, had been acquired. | 
against the advice of the.airline's own | 
corporate planners. 

The commission believes the initial 
high expectations for the airline were - 
well-founded. The growth of tourism, 
the demand for business travel and the 
government's liberal economic policies 
suggested it would be a commercial suc- 
cess. Gross income rose from Rs 990 
million to Rs 3.82 billion over the six 
years and tolerable passenger-load fac- 
tors were achieved. 

In the commission's view, therefore, 


board of management which refused to 
try. Very early on it was seen as just an- 


other government-subsidised operation. 
Nevertheless, the report concludes 





| that despite the huge losses the airline 
| still has potential, though the injection 


of additional funds is imperative. The 


-government will have to retain astakein | 
| the airline, and though talks on a col- 


laborative venture with the Scandina- | 
vian Airlines. System have failed toc 
come to fruition, a number of other air- . 


 linesarealso reported tobe interested in 


Air Lanka — including Ansett of Aus- 4 


tralia, according to some. 


The commission recommends tae 
Air Lanka's major foreign debts should — 
be rescheduled, though it notes that the. 
Tamil separatist trout les are worrying 
some lenders. 

A new board has assumed contro 





















not be wound up. It recently granted a. 
30-40% pay increase in an effortto pre- | 
vent key employees. leaving for better ud 
paid jobs in the Middle E East. | 

be debated in parliament Me E 

ever, the airline which once promise 
patrons. “a taste of paradise,” is alre d 
















































































| s count seers 





er was P165.9m 
he Sect since the 









ind the visit to the territory of 
reign Minister Wu Xueqian 
n the period provided an excuse 
for.more selling, offsetting previous 
gains. Cheung Kong was the most ac- 
_ tive stock, closing at HK$13. Turnover 
was. d 89b. Shares, iwerth HK$6. 9b 













: Nikkei Stock Average falling 1,289.07 
ints in three consecutive sessions. 


: But the 647.77-point drop on 22 June 


< was on low volume. Daily volume aver- 
-aged only 946m shares. Transport, 


land, utilities and construction stocks: 
- were sold heavily, though prices were 
5 still historically high. There was heavy - 
buying. on the market's second section. - 













close at A$8.20 when it failed to deliver 















.tions deal with the Bell Group. Some 
( 20m shares were traded, worth 





budget on 18 June in stride, continu- 





weeks long. The market has now reco- 
vered all of its dramatic drop in May. 


sell off flour interests to obtain ap- 
proval to merge, so far denied. Volume 
or the period was 33.3m shares, worth 
NZS64. 5m (US$38. 4m). | 








. Prices rose steadily 
E: S uehodt the period as bargain-hun- 
ters stepped in after two weeks of 





"u eovers, clos- 
(12 US cents) and 15 S 


led gainers in Asia in the period to 22 June, with a 16% increase in value. Japan and 
| losers — the latter driven down by political uncertainties and EOVEIIIEUER intervention. 


ae eached zi favour- - 


val. ast year, on volume of 


"pressure je he: 


Club Incex rose 6.34 points over the- ` 


YO: The market skidded, with — 
equities 


ing the exchange to allow speculative 


AUS A: The inae lun ed 396 | 
‘over the period on falling gold prices. 
and investor indecisiveness prior to the - 
:11 July federal election. Adelaide 

Steamship lost A$1.40 (US$1.00) to 


moved a all and trading volumes eased _ 


: a day. «ost sectoral indices shewed 
dts 37m BHP shares as part of an op- | 


| Comme : perd Dank had the best result | 





ZEALAND: The rnitrket took the ^f | " 
roller-coaster ride during the period. p 
ing a firm upward trend now three | 


oodman and Wattie said they would. 













buoyant bond market. The market 


industries ani d stocks Granite - 
E | shrugge- 









KUALA LUMPUR: Lower-liners bene- 
fited most from an upsurge in buying at. 
raning of the period. The. 

momentam did not continue after the 
L however, and much of the: 
-2 wiped out in profit-taking. 

umber put on 9 M cents: 4 









US cents} and MISC 20 M cents. Vol- 
ume wasup at 32.4m shares a day, id 
ued at :S.5m. . | 


: The market saw strong | 
buyini increased turnover. Saha / 
Union, Jataprathan Cement, National- 
Finance and Securities, and Union. 
Asia Fitznce led gainers. The Book _ 








. Newly listed First Bangkok. 
City Bark was among the hardest hit. 
Volume amounted to i 56m shares, 


(a | government ban on spe- 
. in volatile scrips caused 
to plunge further. Brokers 
boycotted the ring on 18 June in protest 
over the re-imposition of the ban, forc- 


next day. Losers included 
industries. down from Rs 138 
)to Rs 123. 



























"Trading was dull as investors 
awaited clearer signals as to the mar- 
rection. The index hardly 


to an average NT$5.14b (US$165.4m) 


small losses, with cement, foods and 
textiles. leading the way. Hua Nan 





Average daily volume plummeted to - 
| shares, worth Won 43.49b 
US$537m). Two recent listings, 

ngyomg Oil Refinery and Daewoo 

led the market. Samhwa 
ed losers. Among sectors, min- 
ing rosé 2.1%; and fire and marine in- 
surance companies fell 8.9%. 


NEW YORK: The Dow Jones Indus- 
trial Average continued its upward 
rise, helbed by a rallying US dollar and 















:3 off the "triple witching" on 19 
June. “rading was, however, iack- 
lustre. with volume at a low 909.78m 
shares ‘or the period. The Morgan 
apital International Index fell 
«ants over the petes to 19 June. 
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America the way you want to go. 76 times a week, we fly nonstep from Tokyo, anes TOKYO vede. à 4 
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Admiral's Cup. Named after the famous Champagne Mumm Admiral's Cup series with the approval of the Royal Ocean Racing Club, London 





Men and women of distinction always have something rare in 


common, like a Corum watch on their wrists. For instance the iis 
luxury Admirals Cup model im solid gold, with enamelled 
nautical pennants marking the hours. Admiral’s Cup, quartz, UD 
water-resistant. Also steel and gold and in ladies’ versions. = — n 
Registered model. C C kK VAT 
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| Corum watches are on view at the finest jewellers. For informatior: Tekyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kanda- 
Matsunaga-Cho, Chiyoda-Ku, Tel. 253.1331. Hong Kong: SHUI HV A WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. “374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 Kuala Lumpur 
| Plaza, Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998. 
| Corum, 2300 La Chaux-de-Fonds, Switzerland 
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The winning route 
to Kurope. 


Contacting a BNP office anywhere in the world is like having a privileged 
passport to European markets. 

BNP, the top-ranking European bank established in 76 countries, puts its 
intimate knowledge of European econemies to work for you. Knowledge that's 
backed up by the power of an international teleprocessing network and one of 
Europes most advanced trading rooms. right in the heart of Paris. 

Advantages like these mean that BNP can process and 


analyse data immediately, to offer you the fastest route to 





success, in Europe... and throughout the world. 


Danqt ie Nationale de Paris World banking Is our business. 
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china): V. G 4 | M is his past access tot 


_inside record of B 


| perceptive definition of the } 


success. But it must be a 

will respect the basic individ 

lective rights that Hongk 

joyed by virtue. of its conr 
|| Britain. © 

stray from the field of diag 


prejudices as the commenti 
whom his article seer 


be unseemly: of me to dish 





at the General Post Office. 





| Time to resist the pa : 


Richard Margolis [THE 5TH COLUMN, 


125 June] has two important cedentials 


for injecting into the current commen- 


-| tary on Hongkong s future thet rational 
| analysis he feels is needed to c 
| prejudices and muddled thinking of 
| Hongkong's propaets of doon . 





rrect the 





.The first is the emotionzl detach- 


| ment ofa ep Lg at hap O fice tran- 


sient 1 fre 


itain’s handling of the 
1997 issue. i 
- Not surprisingly Margolis} Las given a 
Hongkong 
roblem. It is, he says, how t« establish 
y 1997 a substitute for the t 
and self-restrained dictatorsh p of a Bri- 





| tish Crown Colory governmeat that will 


continue the decent standar 
istration that have been res 
the territory’ s spectacula 
















f admin- 


that Hongkong. people. ar 


tis a pity that Margoli 


field of prescription becau 
so, he seems to have picked 


edly directed. 
“Since. la 
longer," he. ca 


recipe." But dish out he does, course 


after course. Here is part of tae menu: 


> The people of Hongkong should 
realise they have the powe- to snape 
their own ea ^ 





i before. S 


"They should ‘divert part the time 





| and energy spert on doing business to 
|| maintaining standards of edministra- 
|| tion. | 
|» They should emulate the: British by 
.| not offending China, but bemg firm on 
| Chinese non-interference. — 












Of course Margolis is 


no-British 
Joint Declaration, and developed along 
the lines of the 1984 White P 
development o: more TEE CSR IAIVE 
government? : 

If it has, why does he not eriticise Pe- 


king for its blatant and aggressive at- 


tempts to claw back the polit cal conces- 
sions made in the Joirit Declaration and 


| its open and dingouraging attacks onany 









constitutional reform in Hongkong. 


the Hongkong people? 


| de that it is the Chinese Communis 


| change of attitude by both sides that car 
| be seen by everyone, most Hongkon 
| people will not dare to follow Margolis 


| with the party line. Bending over back- 


| on the reports’ serious shortcomings. 


in.my view is an undisguised “case” 


Republic of Kampuchea (PRK). De- 
| spite the seriousness of alleged violation 


‘trates onthe PRK. - 


PRK. 


*sper on the. | 
| when information, even within. the 





| TY 
UNIVERSE! 

form of tra Lat HU the cole, 
nial EA to the FIOUEKODE peo: 
pe? — : 
And why is Margolis not taking th 
British Government to task for its r 
peated backsliding on the proposals fo 








































































to parliament in 1984 and. promise 


Margolis should. not. 
around the cause of the crisi: 
dence in the future of I oi 
lies just beneath the territory's 
day-to-day bustle. He knows as well a 


Party's bully-boy tactics and the Ho: 
kong and British governments’ appa 
rent reluctance to stand up against them 
for the people of Hongkong. l 

Until there is a clear and sustain 


advice for fear of retribution after 199 
should their views and actions conflict. 


wards to save Britain's face will do no- 
thing to put heart into Hongkong. Stiff- : 
ening its backbone might. i: 


Hongkong John Walden 


Having read the SARAN RET 

report on human-rights abuses in Cam- 
bodia referred to by Murray Hiebert [18 
June], 1 am surprised he did not pick up 


Amnesty steps outside its tradi- 
tional role of objectively reporting 
human-rights abuses and presents what 


against the Heng Samrin-led People's 


in areas under the control of the Khm 
Rouge-dominated Coalition. Gi 
ment of Democratic Kampuchea, th 
report omits. supporting evidence- 
these violations. and pointedly concen 














The report contains. several un ub 
s:antiated. generalisations on 
situation and is repetitive to tl 
where an unwary reader could 9e CO 
vinced of the authors "case" ‘agains 


Much of the information obtained 
from Amnesty's own and other sources 
predates. 1984. The pretext for issuing 
the.current report is unclear particularly 





port, suggests an improver 
worsening of the situation ii 
On the other hand, rece 
Prince Norodom: 
suggest that violations: | 
Rouge — ate resp 













en: Cheng S ned dep 
is TV interview. with four 
urnalists, 
independently verifiable evidence. 






eh and Wiese necessary ake actió 

. halt human-rights uses officials of 
Amnesty will need to consider whether 
or not this report has compromised the | 
organisation. 











two specific fronts: 
Darryl K. Bullen 


ying to reply 

Davies [TRAVELLER'S TALES, 
‘quoted an excerpt of a speech 
‘i by Robert Keatley, former 
f Asian Wall Street Journal. 
s right to reply is taken care of 
es. The Singapore Government 
fortunate. | 
/ was quoted as saying that 
the basic problem was that our 
ies were too accurate — not that 
/ were false or distorted the facts." 
is is the point that was disputed. Why 

ld the Asian Wall Street Journal not 
he rebuttal from the Singapore 
rnment so that readers can n judge 
or themselves? __ 
Davies lamented that “only in Sing: 
pore, in all Southeast Asia, did we not 
have such difficulties in earlier days. 
But clearly times have changed." 
Davies may have forgotten that the. 
Singapore Government in 1977 arrested 
the REVIEW's Singaporean correspon- 
dent, Ho Kwon Ping, and its former 
staff writer Arun Senkuttuvan. Both 
admitted propagating pro-communist 
cause through their REVIEW articles. 


. James Fu Chiao Sian 
‘Singapore Press Secretary to Prime Minister 







































can disting 
and security threats. 













tion to intimidate and inveigle ISA 
tainees intc “confessing” sinist 





testing. 















by just means and due process. 


or released anconditicnally.. 





EI 


sity. Mt J. Kilcea, lawyer. 


Soap and soapbox | 













letter you published, and very "wisely" 
headlined Singapore seap [2 July]. 

lam sure you must have published 
the letter by Charles F. de Trenck Jr be- 
cause he wrote “the REVIEW publishes 













Governmen:.” Even if you do not, your 
© Fu is wrong; the words he quotes inthe | readers will know why ` 
last paragraph are clearly part of Robert 
Keatley's speech. How could the 
REVIEW forget the treatment Singapore 
accorded Ho and Arun, or the manner in 
which their "confessions" were ex- 


tracted? 


A plea to Lee 


Singapore Prime Minister Lee Kuan 
Yew has yet to offer his own people — 
and the international community — 
a satisfactory explanation for detaining 
16 people on 21 May and six on 20 June 
under the Internal Security Act (ISA). 
Take first the ISA. Lee's. argument 
seems merely to be going round in cir- 
les. “I have used. the ISA because: the | 







to tell all Singaporeans that we vote Lee 
Kuan Yew out? 









voter, who has lived in this country 














should vote for. 


me that I should perhaps vote for J. B. 
Jeyaretnam as the next prime minister? 






the intelligence of REVIEW readers; 
Singapore 


ae inti by . 



















:| crimination Against Buraku, Today, | 




















| Why i is it dns usedi nthiscase? > > 
Every one of the Singapore : Govern: 
ment's detailed allegations so far of sub- 
version, of Marxist conspirac 
n destabilisation and so 


two volumes of Kenkyusha contain 
4, ,600 . Rc and somewhere close to 
360,000 entries. Despite this; eta does 
cy : ‘not. uar Buraku appear as hamlet 
n, cries out. 









al | Japar se words above. 
amounts to one jot of. 


| Further, the report of a 1978 Am- 
nesty International mission to Singa- 
pore gives us reason for scepticism on. 


» Whether Lee and his relevant officers : 
ash between political dissent 


» Whether they can resist the tempta- 


` plots 

for public consumptins but not for legal 

: Tokyo 
The a us should not be on = 22 de- | i 

tainees (including the four released on | 4 mu | 

20 June) to prove their innocence, but Law ofthe land 

on the government to prove their guilt 


We call on Lee and his government 


to show cause why the 18 still detained 
should not »e brought speedily to trial 


Dr Hilary Charlesworth. Mr lan Malkin, Mr 
Garrie Molorey, Dr Charles Sampford, Mr 
Graham Smith, Dr Davic Wood (Melbourne) 
Law Faculty, Meiboume University. Ms Beth 
Gaze (Monasi) Law Faculty, Monash: Univer- 


I could not help but be amused iby the | 


too many responses from the Singapore 


| sequestered, abandoned, 
But who is Charles F. de Trenck Jr 


As a proud young Singaporean | c 


peacefully and happily. | know: who 1: 








Will de T-enck, in bis next letter; tel n plands. c 


| fishponds, 'salt beds: rubber, livestock, 


. On a more serious note, the letter 
you published, I think, has only insulted- 


cma Son Kong 
| every. two ha above the jn hà, to. 
each child above 21 years old ; as rat 27 

C | July 1987. Thus an estate of 26 ha where _ 
William d the eni vill have 13 chi dren above 21 zh 
s | Wetherall's review of the book Dis- | ave: | 


consulted the eminent two-volume 
Kenkyusha Japanese-English and Ei ng- | k 
lish-Japanese dictionaries for the words | ger 


eta, burakurain, and untouchable: The of issued shares. A AVC ‘management will | 


| lot of on 


| and \ various : related oae: bar not with b. Si 









I was struck that both these J apanese 
words are known to many foreignere in 
Japan and, from casual discussions, 
they also. appear to be known to many 
Japanese. Yet they fail to appear in 
what is, in normal circles, probably the 
most highly regarded Japanese-English 
dictionary. 

It is interesting that, “wher 
two-volume Shorter | Oxford English - 
Dictionary now includes various four- 
letter words, the above Ja anese words 
seem to be more untouchable. 





K. K. Jones. 


Land reform is possible only by edict 
from the top. This is almost a truism if 
we look at the few successful cases of 
land reform: Japan, South Korea, and 
Taiwan. Thus, an executive order de-_ 
creeing and. implementing. land reform | 
is necessary before the Philippine Con- - 


 gress convenes on 27 July. Elites protect — 


their interest, and landed elites protect 
their landed interests. | 
President Corazon Aquino must sign 


| the edict, not just because it will. do the 


greatest good for the greatest number, 


but because she has promised land re- 
form. Without the edict, she will lose 
her credibility. and. popularity which 


give her the ability to govern. 
The edict should. deliver what it 
promises: It should ‘stabilise,. rather 


. than destabilise the country; increase, 


not decrease, farming incomes. And it 
must be properly implemented. 

The following should be covered: 
idle, fore- 
closed, _forecloseable Jand; alienable 
public do- 


; rice and 


cocoa, ^ coffee." ve sabie. 


ramie, palm oil and pineap 


< Land for transfer shoulc HA based on | 


[a retention limit of seven ha per tand- | 
owning. family y he 






owner can bequeath « ona tax- frec 





develop an optim id-use plan anda | 

corporate plan, while providing a home- | 
htiller beneficiary, 

ne AVC.: 


































. inestinent, 


rean presidential nominee Roh Tae 
.| Woo agrees to all the principal de- 
-4» mands of the opposition, including a 
direct popular election to decide the 
4j. successor to President Gnun: Doo 
bs Hwan. 




















ol | but they still face the task f upgrad- 
 ingtheir marketing operati ins. 7 


| "Hongkong: S financial 


DE Page 12 12 
.| Japanese ministers are relieved that 
1 talks in Peking with their counterparts 
.came off more smoothly than ome 


Page 14 . 


Members. of Malaysia's dominant. 


political party, Umno, bring a court 


"challenge over the bitterly fought bat- 


E ES tle for the party leadership. 
E Pan onpoaionisfs say the gov- 
d ernment's newly passed National 















ə martial law it oe: l 


A communist move averts a split in 
the ruling party and ensures an easy 
victory for the Congress candidate at 





. US Defence Secretary Weinberger in 
okyo raises the issue of illegal Ja- 
nese export of submarine technol- 
ogy to the Soviet Union. 


nka's opposition labels the gov- 
it’s plan to hold by-elections in 
led north and east as a politi- 














apan's giant life-assurance companies, awash with 

funds from the world's most avid savers and uashackled 
by deregulation of the country's financial system, have 
| begun to park an ever-greater part of their assets in foreign 
| markets. Last year alone, Japanese fife houses put US$50 
i billion into foreign securities. With funds of this magnitude 
| at their disposal, the assurance companies can move mar- 
| kets — and even currencies. Tokyo corresponc 
Roscoe explains how Japan's 23 giant life firms operate, 
and why they have only begun to nibble at offshore share 


A n a atoning BOUM South Ko- 


| pointed by ap 


ecurity Law is no im rovement on k 
ity p | in 1985, were arrested ir 


jhe osm Indian . presidential, 





dent Bruce 





56-60. 













Page 52 


A surge in Chinese textile Shipments | 
to the US, boosted by a flood of 


forged export licences, casts a 


shadow over impending talks on the b 





renewal of a textiles trade : accord. - 
sd i 





South Korea's personal- aroia . | 
ARTS & SOCIETY 


manufacturers are confideat they can 
overcome IBM's clone-killer strategy, | 


jastitutions, 
hoping for a more relaxed regulatory 
environment are likely to be disap- 

2roposed restructuring | 
of the territory": s banking system. 











China-backed LJ 2 Youp, has | 


urged the government to ake a sec- 
ond look at es bidding. | 


Page 74 


The former president a a a former | 








chief executive of Ka. Wat Bank, res- | 


cued by the Hongkong € 


e extradi-- 
tion to Hongkong to face fraud and 
conspiracy CANT. 


and Kuala Lumpur and f: 


Page 76 : 
Malaysian- -Australian 


his Australian empire has provoked - 





renewed investor suspicion and | 
prompted regulators to probe the | 
structure of the group. 

Page 78 | 


Malaysian financier Khoc Teck Puat 
has sold property worth US$29 mil- 
lion in a bid to fend off demands for | 
the repaymert of US$3€7 million in 
loans from the National Bank of 
Brunei. 











BUSINESS Arras 5 ae 
| Economic relations: China's textile diia. ee 


| Policies: Poised fora slump — 


i Ezam = FEAT URES bom. ae 
businessman | | 
| Lee Ming Tee's latest re-shaping of 






South Korea: Foh' bold stroke - 

The vital eight points ———___ 
| Hongkong: Dogs and Chinese — 
Diplomacy: Controlling the damage. i 
Malaysia: Staying on the inside NE 

'See you in court . . 
Taiwan: Retaining the edge EEREN 
Dp y: Mongolia i improves relations wi 













































































China . m 
India: Outwitting the Right 
Defence: Profits before security - HMM: 

'oreign relations: The e Monapia cs Cor 


Khmer bandits trouble Thais . ati 
Costly containment. DM 
Burma: A gathering of rebels . eii 
| Foreign eaters: More talks on Timor 








Tage Te ene Tm sfirst financial ae 
` dai 
Age aa in the grip pol dientrgorpining 





Finance: Jakarta’s home away | from home — EIN 
| industry: Survival of copycats in Seoul . 
Economic ret ns: Tightening up Asean 
Bonds o he LL 
| Cover story: Embarrassment of riches 
in Tokyo 
in perennial bloom LANE NE | 
Beating property | firms at their own game . UM 
Room for the gai EEA E a N 
. US a market absorbs the mountain I 
... Cas 
Transport: Slow boatsi in China si 
Banking: To Gh in spirit only in nn I AR 
| Companies: Duty-free prices in Poen = 3 
Ka Wah round-up a | 
Farniliar names 
Companies: Sunshine and Shadows 
in Sydney . 














Companies: Khoo's latest gambit c- 
Economic relations: Taking a hard line 
in Brussels - 








Letters- 
Briefing — 
intelligence. 
| The Week . 
Traveller's Tales 
| The Sth SPURN 
Books . 
Egon Scat ed 
Economic Monitor: Indonesia... 
Company Results | 
Exchange Rates 
SStockmarkets 

| Prices and Trends =. | 
mane Letter: Alice ud 




























Pabn: from the aircraft s tag 
| Section. 

But while blaming Boeing 
for slipshod repair work, the 
report also suggested tha: 
.JAL's inspection procedures 
might be at fault and that the 
Transport Ministry might have 




























Indonesia bans a 
leading newspaper _ 
The Indonesian Government 
has banned Prioritas, a leading: 
. Jakarta newspaper, for pub- | failed to carry out proper in- 
lishing what a spokesman said | spection ofthe aircraft. — 
were oris n joda . — Charles Smith: 
ous" reports dealing with the 
.state of CORR. AT Informa- | New Zealand sets 

election date 


tion Ministry statement of 29 
June attacked Prioritas for “in- | New Zealand will go to the 
: polls on 15 August, 


inuative reports . . . creating a 
‘Situation that confuses the pub- | Minister David Lange an- 
| nounced on 30 June. The elec- 


Jic. 
tion will test the acceptability 











































. The ban came five days 
after the successful, colour- 
printed daily with a circulation 
of 100,000 ran a page three arti- | 
cle quoting the Indonesian am- 
bassador to Tokyo sharply 
criticising the home govern- 
ments investment policy as. 
- lacking credibility. While that 
might have triggered the ban, it 
. has been generally. critical of 
>the country's rising foreign 
| debts. It was the second news- 
|. paper to be banned in less than 
|. a year since the closure of Sinar | 
Harapan newspaper last Oc- | 
tober. — Shim Jae Hoon | 












Wein assures 
Thais on arms stockpile 
US Defence Secretary Caspar 
^| Weinberger, who visited 
|. Bangkok during 24-25 June, 
assured Thai leaders that plans 
to set up a joint War Reserve | 
Stockpile (WRS) in Thailand 
. — as a deterrent against exter- 
nal aggression — were pro- | 
ceeding - smoothly and. that | 
there would be no difficulty i in | 
meeting the timetable to have | 
the first emplacements starting 
in fiscal year 1989. The WRS | 
requires an amendment to the 
US Foreign Assistance Act. 
Congressional approval of the 
amendment has been delayed 
since both countries signed a 
. draft agreement late in 1986; 
this is now expected near the 
. endofthis year. 
— Paisal Sricharatchanya 


of sweeping reforms made by 
Finance Minister Roger Doug- 
las since the government was 
elected on 14 July 1984. which 
have liberalised and re- 







ai Silica economy. 






: Malaysia and Thailand. 
set up joint commission : 

























ministerial powers to iron out 
bilateral problems anc work 
out new aréas of cooperation. 
The agreement signed by the 
„respective foreign ministers, is 
Thailand's first at tha: level 

within Asean. | 
An essential part of the 


the continuing fishing d:spute, 





The fcis 1985 crash of a | men have. 
Japan Air Lines (JAL) Boeing | 
'47 while on a domestic flight 
from Tokyo to Osaka was) 
caused by faulty repair work. 
carried out by Boeing Aircraft h 


. Co., a Japanese Government | r 


report states. The report says | | . 

the company used only one line | | In Hounded out of Haryana [2 
‘of rivets, instead of. two,. to | | July], the number of seats won 
repair a bulkhead separating. E by. the Lok Dal party im the 


he. ae passenger d. E state Pecan was 58, not E7. 


security, hówever, 


purview. 


~ CORRECTION 








Prime 


— FINANCIAL TIMES | 


structured a formerly tightly | 


— Colin James | 


Malaysia and Thailand agreed 1 
. on 29 June in Kuala Lurapur to 
set up a joint commissien with - 





























:commission's agenda will be - 


_ of 


| BUSINESS 


Economists predict 


tc grow by 2.4% in real GDP 
erms this year, , compared with 
the centra 

mate of 1.5%, according to the 
independent but state-funded 
Malaysian Institute of Econo- 
mic Research (MIER). MIER 
also predicts a higher growth 
rate for 1988 — 3.9%, com- 
pe red to the official forecast of 
2.996. | 





M$1.1 billion (US$436.9 mil- 
hon) surplus in the current ac- 
count and an increase in pri- 


dicts that the deficit in the fed- 


eral government's current-ex- | 


penditure account will be 








— Nick Seaward 


climbs to record level 







Japan's seasonally adjusted un- 


employment rate hit 3.2% in 
ay, the highest ever re- 





was caused by retrenchment in 
industries such as steel and 
shipbuilding which have been 


the yen.. 
figure was 0.2% up on the fig- 


ment claimed that further de- 
terioration is unlikely. This is 
because most economic indi- 
cators suggest that the. econ- 
omy has begun to bottom out 
after a year-long recession. 

| — Charles Smith 


Chinese firm invests 
in Australian mine 


China Metallurgical Import 
stake in a new iron-ore 
mime at Mount Channar in 
Western Australia's Pilbara re- 
gion, with the CRA group's 
Hamersley Iron its 60% part- 
ner 


Mount Channar mine will con- 


Minister 





Prime 


| Hawke's 
“| plan" 
| developments in the two.co sh 


Malaysia’s economy is forecast © 


bank's earlier esti- . 


The forecast assumes a- 


vate consumption for the first |. 
time in two years. MIER pre- | 


has announced losses. 


wiped out this year, despite | 
fears that it would persist fora 
| few years more. Manüfactur- 
| ing is conservatively forecast to 
| grow by 10% in 1987. d 


corded. Officials said the rise 


hard hit by the appreciation of 
The May unemployment 


ure for April, but the govern- | 


in^ the A$250 million 
(US$180 million) project. The | to 5.5 months imports 


| the coup to about F$113 mil- | 





ambitious “China 
to link iron and steel 


tries (REVIEW, 20 Sept. 
and 4 Apr. '85). 

Meanwhile, a Sino-Austra- 
lian joint-venture agreement to 
build a 100,000-tonnes-a-year 
aluminium. rolling mill and ex- 
trusion plant n Tianjin was 
signed on 29. The Vic- 
toria governm: nlt 
25% equity share inthe AS400- 4 
million P 
Aluminium — 










À pany 


| set up to manage it: share inthe 


Portland alumin 
which will supply atüininium to 
the mill. — Hamish McDonald 

and Robert Deifs 


lav losses hit 2 
Perwira Habib Bank Malaysia ] 








years 1985 and 1986 of 
M$673.6 million (US$276.1 


. million). Perwira’s chairman, 


Tan Sri Zain Hashim, said on 
30 June that when a new man- 


 agement took over the bank in 
September 1985, it found that 
it had been “gang-raped” by 
-certain of its officials. About 


60% of its loan. portfolio of 
M$1.7 billion was found to be 
overdue or suspended. Zain 
said that about 60-7095 of the 
overdue- or suspended-loans 


.account is recoverable. 


Zain also confirmed that as 

a result of a secret rights issue 

at the beginning of this year, 

Malaysia's central bank, Bank 

Negara has become Perwira's 
eee shareholder with 49%. 

(0000 Nick Seaward 


Fiji devalues dollar 

after drop in reserves . . 
Fiji devalued its dollar ‘by 
17.5% against the US currency 


. on 29 June as the interim gov- 
| ernment | 


under . Governor- 
General Sir Penaia Ganilau 
struggled to revive tourism and 
harvest the current sugar crop 


following the 14 May military 
. and Export Corp. has taken a |. 
. 4095 
in which Malaysian authorities | 
have alleged that Thai fisher- 
been encroaching | 
into Ma'aysian waters. Border - 
wil not. 
come under the commission's | 
— Suhaini Aznam | 
. nect to Hamersley's existing 
7^] railway 20 km away and will 
^| supply upto 10 million tonnesa 
. year. of high-grade ore for 
. China's Baoshan: steelworks. 
The agreement is the first Bob | of 
ob | 


cou 
The new rate announced by © 


the Reserve Bank of Fiji was 
US$1:F$1.30. The , decision | 


was taken after it was found 
that foreign reserves had fallen - 
from F$175 million (equivalent 
before 


lion in late June.. 

The central bank also ban- 
ned investment abroad by Fiji _ 
citizens and placed tight limits | 


jon funds that may, be donem out | 





for the | 






- —————— RA 













































s lost through atcidentskince 1978 
— but no victims' names have been 











































agechn am JSCOW this | made public so far. 
month. for discussion of space IB 
. Cooperation between the two | SETTLING FOR LESS 


countries, the chances of Jakarta - 
< using a Soviet launcher to place its 
back-up communications satellite, 
= Palapa B-2R, into orbit in 1989 or. 
- Jater, are understood to be remote.: 
The Soviet’s price fo 
-about US$40 millio 


| A large mission from the Overseas 
. ;| Economic Cooperation Find, 

| Japan's soft-loan agency, aas 
| mpleted ; a ittle-publicised 


















| the final ap xroval of TI 
| 13th Yen Loan. Bangkok 





hat of the US. | requested a new package 
: nalysts b eli | ¥ 100 billion (t S$683.531 
‘be using the Sc er to better | a substantial increase fror 





| bargain with ericans. Moscow 
~ also remembers how Jakarta had 
| taken advantage of negotiations with 
France over the Mirage 2000 to 
secure better buying terms on 
` F-16s from the USt in REDDE 
1986. . 


HIGH-LEVEL LOSS? 3 
Phe Burma Airways Corp. (BAC) |. 
plane that crashed into Menei i Thaung. | 
Aneastern Burma on 21 June is 
believed to have carried high-ranking 
-| army officers and government 
|. officials. The plane, a Fokker 
< | Friendship 27, was on its way from 

Heho near the Shan State capital of. 

+ Taunggyi, to Mong Hsat, a garrison. 
^1 town not far from the Thai border in 
.| the east where Burmese army 

| movements have been noticed 

.] recently: BAC no longer operates any 

| regular flights for civilians on that | 

route. An official statement in 
Rangoon said that all 45 people on . 
: board, including four crew members 
4 and five children, were killed in the. _ 
accident — the fifth Fokker the BAC 


billion in the lest packages 
the country is likely to re 
. €* 80 billion —or roughly tix 
amount that Tokyo recentiv 
de for! indonesia. 






| EMI to pu a stop to I" 
growing if the US offers har 









INDIA i 
The West Bengal goverr 












rime Minister Bob Hawke was S otinchied, | 
] and hit with a wooden placard by op- | 
ion demonstrators apparently led by | 


SIIOT to control continuing violense by Gurkha 
ti- inia activists as he calnparened in 


militants (24 June). A mi tant Gurkha 
| leader was among an unknos n number of 



















| l - Darjeeling, while militants to: 
| A seven- -member Japanese delegation of 
D ministers arrived on an official visit (27 June). 


FU. 

Thousands of cheering supporters wel- | 
comed ousted’ prime minister Timoci Ba- | patrolled Baroca after two people were 
vadra back on his return from a world tour | killed when pclice fired tc stop battles 
4 June). The regime now has the power to | between Hindus and Musliras, it was re- 
seize land, buildings, transport. and crops | ported (27 June). Security forces shot and 
er regulations published in the Fiji Royal | killed two suspected Sikh separatists in a 
ene (25 aid gunbattle in Punjab, it was. Spone (28 

June). GA E 


newed violence, it was repor:ed (25 June). 
Gurkha militans attacked z police camp 
and burned down two govern? 








































affirmed Britain' s de- b A | 
“responsibilities to. | "Prime Minister David Lan 
ng" (25 June). B | general electionon 15 Augus! 






innounced a 











| CHINA FUND 


|. The International Finance Cor " | 


| Hongkorg businessmen and mainla 


.| is also to launch a new Thailand fun 
Y | in the sum of US$60 million to be 


Es [x which IFC was a joint partner 


1 of US$7 million between 10 June and 


the stringent Anri-terrorist A. in Darjeeling i 


Gurkha separat sts held in crackdown in : 
rched buildings | 
and attacked a paramilitary. patrol in re- 


: s | reversal forced by nearly three week: 
in Darjeeling (25 June). Hurdred of police - 









anti-narcotics ; assistance. "He has al 
offered tp o use his troops to look for 
MIAs in Laos. Gritz, who is facing 
conviction on a charge of misusing. 
passport is, however, having.  . 
difficulty getting a hearing from t 

US administration. L. 39 


UFC), equity investment arm o 
World Bank, is to join Hongkong- 
"based merchant bank Jardin 
Fleming in establishing a new 
-investment fund. The fund wil 
in joint venture partnerships 


entrepreneurs. Initially the fun 
.have two or three major sharehold 
‘but may later be listed onthe | | 
Hongkong Stock Exchange. The IF 


| 
| 
j 



















+ listed on the New York Stock 
“Exchange. The fund will be the 
“second one which the IFC and oth 
_investors have launched for | 
| Thailand and will be modelled alon; 
similar lines toa Malaysian fund — 


-with several US investment 
bankers. B 





The South korcin police fired a tot: 
0f 351,200 rounds of tear gas ata 


26 June — more than for the first 
months of 1986. In the latest clash 
the police fired more than 20,000 ” 
rounds a day. In the first nine montl 
of 1986 they spent US$6.7 million o: 
313, 000 rounds of tear gas.  — 

































PHILIPPINES l 
A grenade exploded uutside the o 1 
residence of Cardir^l Jaime Sin in a : 
suburb, injuring two passers-by, polic 
(25 June). - 


Tene cf Housands of anti-go 
demonstrators fought running: 
‘riot police in Seoul (26 June). Th 
Democratic Justice Party in a surpris 





| ing agreed to yield to the "people's will” 
. accept a popular vote for the election of the 
; country’ 's next president (29 June). | 


. SRI LANKA | o 
| President Junius Jayewardene 

| nounced by-elections within. the 
} months (24 June). Police arrest 
. bers of an extreme leftist group 
| thorities have accused of plotting V 
| throw the ER it watwreported (2 
| June): | | - "^ 










































n John McBeth in Seoul 
he streets of Seoul and other cities 


way station, thousands of chanting dem- 


. dents — celebrated a so-called 26 June 
- "Peace March" by fighting pitched 
battles with police across a broad, 


: rocks, flaming Molotov cocktails and 
the casings of countless teargas 
grenades. 

Armoured cars carrying teargas dis- 
pensers opened up on bands of youths. 
Booted riot police in “Darth Vader” 
protective gear advanced in tight forma- 
tion behind rifle-fired teargas volleys, 
while other helmeted martial arts- 
trained squads in tennis shoes and civi- 
lan clothes formed flying wedges to 
snatch protestors who ventured too far 
towards police lines. 

It was a scene that has been repeated 
On many occasions in this spring of dis- 
content, symptomatic — as one cabinet 
minister put it — of a "fever sweeping 





Justice Party (DJP) chairman and presi- 
dential nominee Roh Tae Woo, 54, was 

rez dy hard at work on a document 
hàs not only stopped the street vio- 
lence in its tracks, but carries the prom- 
ise of changing South Korea's entire 





stroke. 


across South Korea were once again 
a battleground. Near the capital’s rail- 


this land." But while it was going on, ac- - 
cording to officials, ruling Democratic E 


.political landscape in a single bold. 





-Onstrators — most of them masked stu- | 


^smoke-covered avenue strewn with 


x . s eu : . LMPIISURENE TROU remettre T a essi nte tti a i e mem 


„democratic cevelop- 





direct presidential e-ections and lay the 
groundwork ‘or democratisation as well 
as restoring the civi. rights of dissident 


leader Kim Dae Jung, 6l. Roh also said . 


that if this was still unacceptable, he was 
willing to ste» down as both DJP presi- 
dential nomiaee anc party chairman. 
Two days iater, President Chun Doo 
Hwan himse f went on nationwide TV 
to set his seal of approval on the pack- 


age, which officials :ncicated had been 


largely agreed on be‘orehand by the two 
former military classmates. The most 
serious point of cortention appears to 
have been ever Kim Dae Jung, but 
Chun made 30 mertion of him during 
his 20-minute address and instead called 
on opposition and -uling party politi- 
cians alike net to caase any more harm 


to the people. 


"I strongy desire to establish the 
tradition of a peaceful transfer of the 
reins of governmen: after direct presi- 
dential elections," said the stern-faced, 


56-year-old presidert, who throughout | 


his seven-year rule kas run South Korea 
like the army general he once was. 


Saying he accepted that the people- 


feared catastrophe might befall the coun- 
try if the strife contnued, he was con- 
vinced Roh's proposals for “epochal 
ent and national 
harmony" weuld open the way for “a 
grand national compromise and recon- 
ciliation.” W th that. Chun opened the 





doors of the Blue Hcuse to a legiti- - 
mately anoiated saccessor when he- 


steps down oa 24 Februar ry 1988. 


THE 5TH COLBMN: page 36 


i 


_ | favoured a national referendum, while 
; others ` Suggested ; 











The about-tum on a direct presidential vote ends the spring of discontent 


Roh’s bi 


The scope of the ptoposed political 
transformation was so breathtaking that 
it was greeted with almost disbelief. 
Former US ambassador Richard 
Walker had once told a private gather- 
ing that the Koreans seemed to delight 
in brinkmanship, hanging by their 
fingertips until the very last minute be- 
fore coming up with a solution that was 
so simple and practical it had everyone 
wondering why they did not think of it in 
the first place. This was just such a case, 
but given the whiphand the ruling camp. 
formerly enjoyed, it is obvious why the 
path to reason was so tortuous. 


T conventional wisdom among 
many commentators, including DJP 
members themselves, is that the Opposi- 


tion’ still. stands a better-than-even. 


chance of winning a direct and fair presi- 
dential election, even if: 

> The DJP does hold the. majority of 
seats in the national assembly. 

» The DJP's rural electoral machinery 
is far superior to that of its pontical op- 
ponents. 

> Serious doubts exist about the oppo- 
sition's ability to govern — and assum- 
ing the opposition remained free from 
military pressure. — .- 

The DJP's rank- and-file membershipi it 
self was caught unawares by the sweep- 
ing nature of Roh's conciliation, which 
appeared to have amounted more to a 
capitulation. than a compromise. At a 
party meeting the week before, most as- 
semblymen had never publicly advo- 
cated going as far as to accept the oppo- 
sition's demand. Instead, the majority 














a Benerar elec tio 





fought on the issue of a popularly 
elected president or, as the DJP 
favoured, a parliamentary cabinet sys- 
tem. 
But Roh, who party sources now say 
had been talking — and listening — to 

ople from all walks of life for the past 
ew weeks to find a way out of the im- 
passe, clearly decided he had no other 
choice. *I have come to the conclusion 
that a presidential election system must 
be adopted at this juncture in order to 
overcome social confusion and achieve 
national reconciliation," he said. “The 
people are the masters of the country 
and the people's will must come before 
everything else." 

The choices were, in fact, few. The 
only other alternative, most sources be- 
lieve, was martial law — a move which 
would have done untold harm to South 
Korea's international relations, particu- 
larly with the US, and virtually de- 
stroyed any chance of staging the 1988 
Olympic Games. It would also have 
turned Chun's cherished dream of a 
peaceful transfer of power into a sordid 
nightmare. Given the increasingly bold 
student actions and the surprisingly 
strident participation of middle-class 
citizens it could also have led to 
bloodshed and nationwide chaos. 

Diplomats believe Roh has now es- 
tablished himself as a credible candidate 
for the presidential elections and that 
the eloquent speech accompanying the 
proposals could be looked on as the 
opening of his presidential campaign. It 
is doubtful Roh would ever have gone 
ahead with his proposals without con- 
sulting Chun, but his threat to resign 
was a deft touch which not only dis- 
tanced him from the president, but cast 
him in the mould of the grand con- 
ciliator. At the same time he has seized 
the initiative and to a large extent 
undercut the opposition's main plat- 
form — based as it was on demands for 
democratisation. 

His move could also throw the RDP 

e 
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into dissaray unless Kim Dae Jung and 
political twin Kim Young Sam, the 
party's president, come to ar agreement 
over their futur? course of action. Kim 
Young Sam said it was too early to say 
whether he would run for the presi- 
dency. Kim Dee Jung, who narrowly 
lost out to Park Chung Hec in the last 
free presidential election in 1971, said 
he had no intention of standing. But 
asked what he would do if he was press- 
ed by his supporters, he told the 
REVIEW: "I have not prepared any 
other answer about that." 


im Dae Jurg was banned from ac- 

tive political life in 1980 when he 
was initially sentenced — on coubtful evi- 
dence — to death on charges of inciting 
the bloody Kwangju uprising, which 
caused at least 191 deaths and left a le- 
gacy that still haunts South Korea and 
its authoritariar leadership today. The 
sentence was later commuted to a sus- 
pended 20-year prison term, which al- 
lowed him to spend two years of self-im- 
posed exile in the US. 

Since his return in early 1985, the 
burly politician has been placed under 
house arrest 55 times, or a ‘otal of 179 
days, to prevent him attending rallies or 
other political events. The atest occa- 
sion was the 26 June demonstration, but 
before that he Fad been detained in his 
home for an unprecedented 11 weeks as 
Chun and his hardline security ad- 
visers tried vainly to cow the oppo- 
sition and demonstrators into sub- 
mission. 

Given their latent differences, the 
relationship be-ween the two Kims up 
to now has been widely characterised as 
a marriage of convenience. And during 
a private gathering some months ago, 
Kim Dae Jung acknowledged that if the 
political situation did develop the way it 
now has, the two could come to a part- 
ing of the ways. "It is going to be dif- 
ficult for the opposition to react,” said a 
diplomat in clese touch with develop- 


The eight 

vital points 

Oi the morning of 30 June, 
DJP leader Roh Tae Woo 

made a dramatic statement which 


turned the South Korean politi- 
cal sceme down. It con- 


Ei er of porq in P 


"erede ^ roget ise 
my belief that a 

cabinet system . . . Ene toad 
vernment best suited to enabling 


> Amnesty for Kim Dae J 
the restoration of his civil ts, 















































OF e, will etum be decid d before 
he DJP holds it convention, probably 
n September. But a senior party adviser - 
did not rule out the possibility of an ar- 
angement under which one Kim would - 
become: the presidential nominee and 
he other would act as.a shadow prime ` 
inister. "They. promised each othe 
hey would work together and not im- 
e any burden on other people over 
issue," he said. "They will just have 
it down and resolve it.’ | 
Right now, the more immediate con- 
the timetable for the next few 
sand how both sides will use their. 
ly-found common. ground. Jn his 
ial response to Roh's. statément, 
Dae Jung described the proposals 
| drastic turn of events which. will 
y accelerate the ushering in ofta - 
era of democratic politics." What 
ipelled the move, he declared, was. 
he very determined will and great 
ver of our people.” | 
A day later, however, he showed a 
od deal more caution and suggested - 
ere would still be problems ahead. “I 
ill skeptical because the announce- 
ment was the result of pressure on 
Chun's regime," he said. “It did not 
come voluntarily." Much of his skepti- 
- cism; born out of almost a lifetime of po- 
litical struggle, centred on the release of 














_the civil rights of about 500 people, and 


By Philip Bowring in Hongkong 


on the Bund in old Shanghai was repu- 
ed (possibly apochrypally) to have read 
‘No dogs or Chinese.” These days the 


or non-Chinese." 

© The introduction in June. of new 
types of identity cards in Hongkong has 
highlighted issues of race and national- 
ty. On the one hand it finds the British 


.to “converge” with expectations of 
e post-1997 situation. On the other it 
s China appearing to ignor 





things is non- -racial, to’ promote race- 


.to people of Chinese descen i 
“east Asia and elsewhere. . 
T The new ID cards coir 












political prisoners, the restoration of | 


Bow times have changed. The sign 
Outside the British-controlled park 


‘British are making regulations for |: 
Hongkong which i in effect say: "No dogs i 


omoting avowedly racist. entitlements | 
ightsin Hongkong i in an apparent ef- 


sown | 
‘nationality law, which on the face of. | 


based nationality concepts. ‘Both could : 
have serious implications forits attitude | 
p oo ae 
| ‘| a tight of abede in Hongkong, and the 











| July for presentation to their DJ P coun- 
terparts. 

















amendments and ¢ 
Among them are ciauses deali 





: 8 


diction, the authority vested in a specia 


 litical parties. and additional articles he 
feels should do more te reinforce basic 
. human rights and social Bee | 








Council 
hun would head as the 


State Adviso-y 
seers which : 

















meets each yzar to Ciscuss North-South 
unification pelicy; sechas its size and the 


Dogs and Chinese 


» New rules give some rights based solely onrace 


other significant deoeloemeuim first the | 


introduction əf the new Eritish National 
(Overseas) passport. This is to be issued 
to citizens cf Britsh dependent ter- 


ritories, which will remain valid as a- 


travel document (but not transmissible 


‘to the next generatien) after 1997. Sec- 


‘ondly, the ability of those carrying 


Hongkong ID cards »earing a three-star 
| symbol to visit Macau without need of 


either a passport or a Hongkong r re- 
_ entry permit. - 





kind of ID card issued to all residents. 


"Although th:s has ‘etter and number 
| symbols which convey, to the initiated, 


quite a lot of information about the 
holder, it has not of tsel? conferred any 


particular status. The kev to the new ar- 
is’ the division. of the. 
populace into holders of a Permanent: 


rangements 
Identity Carc (PID)-which gives people 


TES: The PIL is to be issued, at t least for 











his posti it weld seem y lawriak- l 
`| ers have plenty of time in which to ac- 
| complish changes :o the constitution 
and the pres:dentia! electoral law with 
the election expecied. in. October or 
November. Opposition sources. said |- 
|- they were expecting their seven-man - 
| drafting committee to come up with a | 
-| working revision Of the constitution by? | 


| . Only two clauses; in 1 the charter — ar- 
ticles 39 and 40 — address the old elec- 
| toral college system, but Kim Dae Jung | 
“indicated he was arxious to see other 

leletions as well.. 
x, with 
emergency measures, presidential juris- |. 


: Constitution Commitee to dissolve po- 








‘he opposition. has also made calls in 
"the past for the dismantling of. the 
a body of over- 


. past presidert, and the slimming down - 
of a huge corference body with a mem- |. 
 bership of more than 10,000 which 


length of its tentacles, extending across. 
the country and overseas, that opposi- 
tion polos are convinced it forms 


Hitherto :here bas been only onë 


‘Saer T tal development moverent, 
to cS annon y are e beholden. - ae 





ye national a 

le y not due until 1989- 
p in addition tò the idential poll. | 
Kim Young Sam has indicated he would 
like them to be held simultaneously, but 
Kim Dae Jung made it clear he would 
prefer sometime next year; -apparently 
because of the time required to re-draw | - 
electoral boundaries and: tacl de. other cs 
procedural matters. | Pup us 
+ "Roh's bombshell came only days 

: after Kim Young Sam emerged from his - 
-first-ever meeting with Chun and de- - 
clared it a failure. A day beforehand, 
Blue House sources told the- REVIEW 
hat apart from agreeing to revive con- 
stitutional debate, free Kim Dae Jung | 
from house arrest and release most of 
the more than 300 people jailed during. 
the. June disturbances, Chun. intended | 
only to exchange views with the RDP. | 
leader and urge him to get down to more 
substantative talks with Roh. 

. Kim'smain complaint was that Chun 
had suggested the constitutional debate 
be carried on in.the national assembly, 
apparently after preliminary talks. with 
Roh. För- one thing, the RDP leader 
doubted whether Roh had the full. au- 
thority to act on the president's behalf, 
despite what Chun may have said. For 
another, he felt it was a waste of time 

to continue with the dialogue which 





































































| the time being, only to two classes of 


people: those "wholly or partly of 
Chinese race" who have been resident 
for seven years; and those who were 
British Dependent Territories Citizens 
with a Hongkong connection — princi- 
pally by birth — before 1983. 

In other words, any Malaysian, 
Canadian, «| Thai, British | Or other 
passport holder who can ‘claim to be 
“partly of Chinese race” can automati- 
cally have right: of abode after seven 
years. But a Filipino, Indian. or Por- 
tuguese — Hongkong s principal non- 
British minorities — who is not “partly 
Chinese" cannot, even if hé were born 

in Hongkong and nad lived here al his 
life. 


'he three-star sitemi i is even: more: EC 

. racial than the PID; The designation 

(ds only given to "Chinese resident," which: 
. again means someone “wholly or partl 
of: Chinese race." This phrase dai 
back to 1272. M ui rd it may. i 




























„permit; a daane issued by Hong- 

kong authorities to allow “Chinese resi- | 
dents" to return. to the territory from | 
China. AS China, fégards. all Hong: ; 


does. not allow 

















grt : 
Set-in-stone ER sidons ot | 












rces say it is clear t t Kim could not 
emerge from the mec ting looking as if 
he had made concessions in the face of 
presidential authority. But, more im- 
portantly, both Kims wanted to: strike 














sed they had the street ont 
allow the DJP to jen d for time until 
omentum they ha 
























rendum on the form of govern- 


: rejected last year, but which it took 
| under active consideration recently s as 
| one way out of the deadlock: . . 





. ness among moderates within the party 
, itself was an important factor in shaping 
Roh's decision, particularly after Chun 
| began to show a greater willingness to 
| listen to people other than his closest 
| security advisers. "It.is a significant 


development for the DJP because it will 
| give it more initiative in dealing with the. 


| government," said one member of the 


| assembly after the party unanimously | 


T British passports for travelling 
d to China. 

These permits are not sup- 
posed to be issued to people 
holding a third-country pass-. s 

4 port, but in fact many ethnic 
' Chinese foreign nationals have 
acquired them. The British are 
now going beyond the question — 
| of practicalities and extending - 
epo race-based categorisations into Tie 
a fundamental principle of EM 
Hongkong citizens’ rights, |. 
both internally and vis-a-vis E 
other countries. 

The government has not is- 
sued any definition of "Chinese" but re- 
lies on its "everyday meaning," based 
on appearance, name and documented 









" . to read Chinese. This may sound rea- 
_ sonable enough but once the issue be- 
| -comes contentious it could well produce 






yer racial classification that have aris- 
en in South Africa. To begin with, 
there are millions of people throughout 
Sou east Asia - — IR a substan- 




























des, there was in fact UM no |. 
m in which to. negotiate. Political |. 


' the iron was hot and while. they | 


ained in the- 
broade teaches of society = to dis- | 


| colleagues from rural areas 













X f ! : thei own popularity. 
on and open dei way for a 
d eadership — some- 
1e president had not ad- 
to that was its demand for | 


it to be adopted, a proposal the DJP- 


5 t. | dong. home. poum 
| .DJP sources say a growing assertive- : 


family background but excluding ability 


| the same kind of tragic-comic arguments - 


endorsed the package. Added another: 


„within our own party now.' 

At the DJP's 21 June caucus, the 
only legislator who openly suggested 
the adoption of the direct elsction for- 
mula was the last speaker, Hong Sung 
Woo, 45, an outspoken and somewhat 
unorthodox assemblyman from a gener- 
ally working-class district of &zoul. As it 
turned out, what he was refle-ting was a 
consensus growing among the 1¢ 
E that fr ! aga | cons ituencies 
















jr ter ong P - zine abr à 





portant, perhaps 


Although nothing was m e public, 
the chairman of the party's Séoul city 
branch, Lee Chan Hyuk, p 
veyed the group's sentimen 
affer a four-hour working dixner on 27 
June. It is not clear what bearing it had 
on Roh's thinking, but he spent the 
following day huddled th 
t 











touches to his : 











enthusing about South Korez's * 
Democracy" and the steckmarket 
breathing fire in a record one-day gain 
of 16.68 points. | 

Just how seriously Chun may have 
considered the military opton is dif- 
ficult to gauge, but Washin 
peatedly warned against s 
since the crisis began. Visi 









by the fact that China itself « omprises 
several different “nationali ies,” and 
that even the Han Chinese are defined 
. by culture, not by physical caaracteris- 
tics. 

There is also the issue for the future 
of whether “Chinese” living in Hong- 
kong on PIDs but also holdzng foreign 
passports, are to be accorded the pro- 
tection of their official aationality 
rather than regarded by China as 
"theirs." 

For the British the issue has a differ- 
ent poignancy. The Hongkong legisla- 

tion is in effect contrary to British 
legislation outlawing racial €iscrimina- 
tion as it provides British: citizens of 








“It shows we: are more cemocratic - 





“ance E dwin Derwinksi said he had been 
assured by Defence Minister Lee K 
Baek that the army would not become. 
involved. Another senior US official 
Assistant Secretary of State Gaston 
Sigur, declined to say whether he had: 
been given the same assurances, but he. 
told a Seou! press conference: "We are 
opposed to martial law and any use o 
‘the armed mires in this situation is un 
warranted . . . I don't see that on th 
cards atall.” —— 
Speculation: has: been aroused, ho 
ever, by a meeting between Lee and k 
‘military commanders on the e 
Sigur's arrival, ostensibly to. disci 
"unusual" North Korean. troop mov 
ments close to the DMZ; the comman 
ers later called on Chun at the Blu 
House in what some observers took as : 
pointed gesture of support. Only tw 
days before, outgoing combined US- 
South Korean forces commander Ger 
William Livesy had said there had bee 
no change in the pattern of movement i 
North Korea. | 
Later, in Washington, Sigur said it 
was clear to him, and he believed it was. 
clear to Chun and other leaders as well,: 
that the anti-government protests and . 
their broader social involvement meant. 
the country had to undergo political. . 
change. But while US influence may . 
have certainly been a factor, the presi «|. 
dent himself must have finally realised: | 
that simply handing over power was not 
nearly enough without legitimacy anda 
democratic framework. oO. 














































































































































Chinese origin (say, four- 
th-generation immigrants) | 
with rights in Hongkong not 
available to other British — 
citizens. - 

According to some lawyers, 
the law may border on being - 
contrary to the Letters Patent, 
the constitutional instrument 
by which London devolves 


ernment. fi 

outlaw any  discriminatio 
against non-Europeans f favour 
ing Europeans. The new regu 
lations might be construed a 
discrimination against those who wer 
neither of European nor Chines 
origin. 

Some commentators ee queried’ 
whether the policy is in breach of the 
International Covenant of Human 
Rights rules against racial discrimina- 
tion. The government responds that 
non-Chinese are not being deprived of | 

any rights specified in the covenant, and 
it is permissible to grant additiona 
rights of entry or to residence based on 
race. 

The latest categories in fact. give hon- 
Chinese residents of Hongkong fewer 
rights than they are entitled ginder the 
Sino-British Joint Declaration. The 















Chinese annex to the declaration states 
that non-Chinese nationals whd have 
lived in Hongkong for seven years and 
have taken it as their place of residence 
will have right of abode. 

Ironically, while according special 
privileges to people of Chinese race, the 
Hongkong Government does not pro- 
ceed to use its own terms to help resolve 
the problem of Vietnamese refugees, 
about which local legislators are forever 
bleating and demanding international 
help. More than 80% of those Vietnam- 
ese refugees who have been in Hong- 
kong for more than seven years are of 
Chinese ethnic origin. Yet the refugees 
are specifically excluded from the def- 
inition “resident.” 

















Tz Hongkong Government says the 
new rules are only the first stage in 
implementing the joint declaration 
promise. Hongkong law will be aligned 
with this and with Chinese law between 
now and 1997. But this raises the ques- 
tion of whether China believes in its 
own laws. 

By making race rather than national- 
ity the first principle of Hongkong 
rights, the British are clearly doing what 
they think China wants in this matter. 
They could have avoided the race issue 
by simply conferring Hongkong rights 
of abode initially on all people born in 
Hongkong and China who had not ac- 
quired any other nationality and sub- 
sequently on others with the necessary 
residence qualification. 

China's own nationality law is quite 
clear in not claiming most overseas 
Chinese as nationals. It rules out dual 
nationality altogether. Children of 
Chinese nationals who have settled 
abroad and acquire foreign nationality 
as a result of their place of birth are not 
nationals. And Article 9 states: "Any 
Chinese national who has settled 
abroad and has been naturalised there 
or has acquired foreign nationality of his 
own free will automatically lose Chinese 
nationality." 

Practice is very different. The Basic 
Law Drafting Committee (BLDC) — 
drafting the constitution for the post- 
1997 Hongkong Special Administrative 
Region (SAR) — is generally supposed 
to comprise only Chinese nationals — 
mainlanders and Hongkong “Compat- 
riots”. But while all members are 
ethnic Chinese, it includes some who 
have either never been Chinese nation- 
als by the legal definition or have given 
it up by acquiring some other national- 
ity. 

"Being a product of Chinese 
ethnocentrism it is no surprise to find 
that the BLDC wants to make it man- 
datory for the future chief executive in 
Hongkong to be of Chinese race, and 
that it has opened the competition for 
the design of the future SAR flag to all 
people it deems Chinese, whatever their 
nationality and regardless of their hav- 
ing any connection with Hongkong. D 
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Controlling the damage 


Peking wants betterrelations with Tokyo 


By Robert Delfs in Peking 


roblems, not progress, was the 

theme of the fifth Sino-Japanese 
ministerial conference held in Peking on 
26-28 June. But after the battering Sino- 
Japanese relations have undergone in 
recent weeks, Tokvo ss relieved the visit 
came off as well as t did. 

The conference convened in the 
shadow of the 50ta anniversary of the 
Marco Pole Bridge incident (marking 
the beginniag of the Siro-Japanese war) 
on 7 July, and less than a week after the 
resignation of Japanese Vice-Foreign 
Minister Kensuke Yanagiya believed 
to be the officia, who said Chinese 
leader Deng Xiaoping was “high above 
the clouds" and dia not understand the 
real situaticn of Siro-Jzpanese relations 
(REVIEW, 25 June). 

Those remarks, which a Chinese 
Foreign Ministry spokesman described 
as a "malicious attack," had been 
prompted by what to some Japanese 
seemed hershly critical remarks by 
Deng in ar early June meeting with a 
Japanese opposition party leader. To 
make matters worse, a memorial tablet 
to the late Chinese premier Zhou Enlai 
in a Kyoto park was defaced by vandals 
the day before the conference opened. 

Deng surprised Foreign Minister, 
Tadashi Karanari, by joking in the 
opening miautes o their meeting on 28 
June. “The high official who said I was 
old and muddle-headed was partly 
right,” Derg quipped. “I am old, but 
I'm not muddle-headec.” 

Moments before, Deng had singled 
out Finance Minister Kiichi Miyazawa 
for a personal greeting, walking to his 
seat and shaking his hand. Among the 


main candidates to succeed Yasuhiro 
Nakasone as prime minister, Miyazawa 
is regarded as the most dovish on mili- 
tary expansion. Miyazawa was also in- 
strumental in resolving the textbook 
dispute of 1982. 

“China will not change its general 
policy of getting along in friendship with 
Japan from generation to generation, 
but there are some unpleasant things 
that must be appropriately handled,” 
Deng told Kuranari, adding that China 
bears no responsibility for any of the 
disputes that have recently arisen in the 
Sino-Japanese relationship. 

Deng focused on the Guanghualiao 
dormitory case, a source of tension 
since a February decision by the Osaka 
Higher Court awarding ownership of 
the dormitory in Kyoto to Taiwan 
(REVIEW, 21 May). He rejected Japan’s 
explanation that it is bound by constitu- 
tional separation of pum referring to 
Tokyo's handling of the textbook issue 
of 1982. Responding to Chinese protest 
at allegedly war-rationalising passages 
in high school history textbooks, the Ja- 
panese Government promised in 1982 to 
adhere to the spirit of the 1972 joint 
communique, in which Japan expressed 
regret over harm caused to the Chinese 
people through the war. 

"US officials always worry about 
pressure from Congress, but the LDP 
will be the ruling party in Japan for 
many years . . . So you should not worry 
about the reaction of the parliament," 
Deng told Kuranari. Deng also said: 
ropna a legal approach was a mis- 
take. We hope that it will be quickly re- 
solved, and not delayed.” 
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Japanese officials are concerned that 
Deng does not distinguish between the 
textbook issue, which was handled 
within the executive branch of govern- 
ment, and the dormitory case, which is 
now before Japan’s Supreme Court. 
The Osaka ruling affirmed Republic of 
China’s right to bring suit as a “de facto 
ixi eni. oti government" and hinged 
on the definition of state property under 
Japanese law. A further deterioration in 
relations may result if the Supreme 
Court upholds the Osaka ruling. 

Chinese Foreign Minister Wu Xue- 
qian also focused on problems in the 
bilateral relationship, which he said fall 
into two categories: "How to correctly 
approach the unfortunate events of the 
past, and how to properly handle rela- 
tions between Japan and Taiwan.” 

"Political problems are more serious 
and more sensitive than economic is- 
sues," reiterated Premier Zhao Ziyang. 
"Any Japanese friends who think that 
we will refrain from saying what should 
be said about political problems in order 
to resolve economic issues are making a 
big mistake. We are talking about prin- 
ciples," Zhao said. 

China's trade deficit with Japan may 
have been superceded by 
recent political quarrels, 
but the magnitude of the 
deficit has  dramatical- 
ly shrunk in recent 
months. After a 12% de- 
cline in 1986, China’s de- 
ficit with Japan fell 56% to 
US$1.47 billion in the first 
five months of this year, 
according to Chinese cus- 
toms figures. Japanese 
statistics give a Chinese 
deficit of only US$500 mil- 
lion for the same period, 
and actually show a small 
surplus for China in May. 

From the Japanese 
point of view, the minis- 
terial meeting was a suc- 
cess primarily because of 
the problems Deng and other leaders 
did not raise. 


pee had earlier discussed both re- 
surgent Japanese militarism and the 
increase in Japan's defence budget 
beyond the 1% of GNP limit with a visit- 
ing Japanese opposition leader, and 
pointedly noted that China had volun- 
tarily declined to press for war repara- 
tions from Japan at the time of normali- 
sation of relations in 1972. But Deng did 
not mention any of these sensitive issues 
with Kuranari. 

One consideration may have been 
the risk that Japan could become a 
domestic political issue in the run-up to 
the 13th party congress, which is expect- 
ed to be convened in October. The 
Chinese leadership must tread a narrow 
line between appearing soft on Tapes 
on the one hand, and the risks of inflam- 
ing public sentiment against Japan. 
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China's licy of long-term 
friendship with Japan was set by late 
chairman Mao Zedong ami premier 
Zhou and will not change as a re- 
sult of changes in China's eadership, 
Deng said. This statement was promi- 
nently reported in the Chinese press and 
seemed intendec mainly for he domes- 
tic audience. 

Kuranari was also pleasee that Zhao 
responded favourably to an invitation 
from Nakasone to visit Japam next year 
to celebrate the 10th anniversary of the 
signing of the Sino-Japanese friendship 
treaty, though the invitation has not 
been formally accepted and was not 
publicised in the Chinese press. 

Japanese diplomats stress the efforts 
by the Chinese side to prevent serious 
deterioration in relations in tae face of a 
series of irritants and problems beset- 
ting bilateral relations this year. Other 
analysts, however, see a heightened 
sensitivity to Japan's growing economic 
power and concern that Japen may be- 
come the dominznt power in Asia in the 
21st century underlying China's tougher 
stance in the recent disputes. 

Until recently, Chinese academic 
analysts were understood to believe that 
ns growing military 
role was inevit: ble, moti- 
vated primarily by the So- 
viet threat and that mili- 
taristic tendencies would 
be kept in check by its de- 
pendence on international 
trade and cooperation. But 
a more pessimis-ic analysis 
of Japan's futu»e role has 
emerged in receat months, 


MALAYSIA 
Staying on 
the inside 


MCA comes near to breaking 
with the coalition 






By Suhaini Aznam 


E vents of the past year have prompt- 
ed the Malaysian Chinese Associa- 
tion (MCA) to take sober stock of its 
position in the ruling National Front co- 
alition and the validity of its claim to re- 
p'esent Malaysia's 4.5 million ethnic 
Chinese. 

Two weeks before its annual 11 July 
party assembly, the MCA sponsored a 
scminar with a significant theme: "The 
Chinese community towards and 
beyond 1990 in multi-racial Malaysia.” 
Curing the largely frank discussion that 
ensued, more than.one speaker brought 
out Chinese anxieties about the proba- 
b'e continuance (in a new guise) of the 
New Economic Policy — a reverse dis- 
crimination policy that has a target of 
38% ownership of wealth and private- 
sector participation for the bumiputras 
— after its expiry in 1990. 

Fearing further Malay encroach- 
ments into the traditionally Chinese 
business domain, the reaction of par- 
ticipants in the seminar was all the more 
crystalised DOE acting prime 
minister Ghafar Baba's remarks the 

receding day that the bumiputra-non- 


© || andmayincreasnglyinflu- | bumiputra wealth ratio should be 50- 
ence policy decisions atthe | 50%. Some participants from the floor 
highest levels. seid they felt the MCA seemed to lack 

The destabilising effect | courage in standing up to the United 


of Japan's economic ex- 
pansion, along with super- 

wer rivalry, s a major 
actor threatemng peace 
and development in Asia 
and the Pacific, according 
to a latest study by professor > u Dan and 
researcher Xu ixian of the State 
Council's International Studies Centre. 

US helplessness in the face of the Ja- 
panese economic challenge raises ques- 
tions about the future of the US-Japan 
political alliance, the authors say, pre- 
dicting that Japan will come »o view the 
US as its main rival, distanceatself from 
US military protection, and become 
more arrogant in dealing with Asian 
neighbours. 

While Japan could play a positive 
role in the region, its “policy of national 
egoism" in economic matters aggra- 
vates frictions with its neighoours, and 
the lifting of the 1% of GNF ceiling on 
defence spending, revision of defence 
policy from “homeland protection” to 
"interdiction at sea," and attempts to 
revise the record of Japan's war crimes 
have become a source of uneasiness and 
alarm, according to the authors. o 


Malays National Organisation (Umno), 
tFe dominant party in the coalition, in 
protecting Chinese interests. 

Chinese support for the MCA has 
fluctuated over the past 20 years, reach- 
ing a shattering low in the 1986 elec- 
tions. Since then, Umno has not al- 
Icwed the MCA to forget its depen- 
dence onthe acknowledged “big brother." 

Matters came to a head over the 
MCA's plan in May to recoup losses suf- 
fered by 24 collapsed deposit-taking co- 
operatives. Following a roughly fought 
by-election in Gopeng. Perak, the party 
issued what turned out to be a very real 
threat to quit the coalition should it re- 
ject the MCA formula for a govern- 
ment-backed refund to depositors. 
9% 9°% of whom are Chinese. 

The dollar-for-dollar refund scheme. 
spread out over four years. entailed a 
N$1.4 billion (US$5.8 million) govern- 
ment loan to the co-ops. on the premise 
that the government had propped up 
troubled financial institutions involving 


Umno's court stand: page 14 
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Malay investments before — Bank 
Bumiputra and Perwira Habib ‘being 
obvious exAmples — and that poor 
Chinese were no less deserving than 
poor Malays. 

With its back to the wall, the MCA 
felt that it would have lost its last shred 
of credibility had it compromised on the 
issue. An MCA leader pointed out that 
588.000 depositors, with their im- 
mediate families, made up about half 
the entire Malaysian Chinese popula- 
tion. Umno members, for their part, ar- 
gued that the MCA dared to make such 
demands only because it perceived 
Umno as being weak, following Umno's 
own divisive party elections in April. As 
it transpired, the MCA formula was fi- 
nally accepted in principle and now 
merelv awaits a formal announcement, 
confided an MCA leader. 




























N evertheless, it was a soberingly close 
call. The threat to leave the gov- 
ernment, had it been carried out, would 
have had serious repercussions on the 
sensitive balance of ethnic politics here. 
The MCA was a founding partner in the 
original ruling Alliance coalition, pre- 
decessor to today's National Front. The 
trade-off was simple. The government 
would provide for the Chinese commu- 
nity through the MCA and the MCA 
would deliver Chinese votes. 

As far as the Chinese are concerned, 
this equation no longer holds true. 
MCA members constantly remind their 
leaders that MCA ministers no longer 
hold key cabinet posts, most obviously 
the vital finance portfolio, as they had in 
the 1960s. And if the MCA lacked 
negotiating strength in the National 
Front, Chinese voters had no com- 
punction about voting for the oppo- 
sition. 

If the MCA had quit the coalition, an 
opposition role could in fact have 
boosted its fortunes, restoring its image 
as the Chinese protector, suggested an 
MCA leader. It would, however, have 
exacerbated the country’s racial 
dichotomy. Already, the stereotypes 
of “Malay equals pro-government, 
Chinese equals anti-establishment," 
even if only superficial, has disturbed 
the uneasy truce. 

In the month of haggling over the co- 
ops, Umno's youth wing pointedly in- 
vited the MCA to make good its threat 
and leave the coalition. It was not the 
first time. In late 1984, Umno's then 
deputy president, Datuk Musa Hitam, 
had also urged the MCA to shape up or 
ship out, when the MCA's leadership 
struggle dragged into its second year. 
And whereas veteran politicians recall 
the respect accorded the MCA in the 
Alliance coi today's MCA minis- 
ters and deputy ministers are them- 
selves left in the dark, scrounging for 
clues about the latest cabinet reshuffle 
in May, highligting a situation in which 
Umno clearly makes the decisions and 
everyone else falls in line. 
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See you in court...’ S 


Umno divisions bring suit over party elections 


wo months after the most keenly- 

contested, divis ve party elections in 
the 41-year history »f the United E 
National Organisation (Umno), 12 
party members filed a suit in the High 
Court on 25 June seeking to declare 
the election null and void. If they 
succeed, fresh elections will have to 
be held for all posts. including that 
of presidert, which Prime Minister 
Datuk Seri Mahathir Mohamad won by 
43 votes. 

Umno beasts about 1.4 million mem- 
bers and is the undisputed dominant 
party in the ruling National Front coali- 
tion. Its party president, as lead- 
er of the majority party, is virtual- 
ly assured of being appointed prime 
minister. 

The 12, from seven party divisions, 
claim that the party had “deliberately/ 
negligently’ allowed delegates from 53 
unregistered brancaes to attend the di- 
visional meetings which then elected 
the all-impcrtant dle- 
gates to the main 
party assembly. The 
party electon, they 
alleged, was thus 
“unconstitutional, Ile- 
gal and nul and 
void.” 

The suit is crucial 
because of the arith- 
metics invotved in the 
narrow margins of vic- 
tory for the two top 
party posts. The phin- 
tiffs claimec that about 
78 of the 1,479 deb 
egates to the Umne as- 
sembly were invo'ved 
in these o- othe: il- 
legalities — such asthe 
alleged presence of 
one 40-year-old to sep- 
resent the Yeuth 
wing. 

Since Mahathir retained the presi- 
dency by only 4° votes and Ghafar 
Baba won the deputy presidency by 40, 
the sr am illegalities “substantially/ 
materially affected the results of the 
election,” they claimed. A change of 22 
votes for the presdent and 21 for his 
deputy would have produced different 
results. 

The delegate electicns at the various 
levels were “unlawfully contested so as 
to enhance the positions of certain in- 
cumbent candidates at the national 
level, which was a political manoeuvre 
engineered by certain groups with vest- 
ed interests,” submitted the plaintiffs in 
their suit. 

Three of the seven divisions are in 
Kelantan, home cf Tengku Razaleigh 
Hamzah — the former trade and indus- 
try minister who had broken Umno 





tradition by challenging Mahathir €or 
the party leadership. Three more are in 
Penang, home of one of the party's 
three vice-presidents, Datuk Abdullah 
Ahmad Badawi, an undisputed ally of 
Mahathir's former deputy Datuk Musa 
Hitam, who lost his bid for the deputy 
leadership and has been a focus 
of opposition to Mahathir since m 
ing as deputy prime minister in 1986. 


The seventh division is in 
Pahang. 
Apart from the divisional sec- 


retaries, the plaintiffs have also named 
Umno secretary-general Datuk Seri 
Sanusi Junid and the Registrar of 
Societies as defendants. The 12 said 
they had submitted verbal and written 
complaints to Sanusi before and after 
the assembly but that these had been ig- 
nored. 

The legal action came as no surprise 
at party headquarters, where there were 
rumours of such action for several 
weeks. "We were 
aware of this," Sanusi 
was quoted to have 
said. "It is only to 
be expected and we 
are quite prepared for 
i." 


A branch chairman 
from the Titiwangsa 
division in the Federal 
Territory had filed a 
similar suit on 28 May, 
on the grounds that 
eight branches which 
had not been approved 
by the Registrar of 
Societies had attended 
the Titiwangsa divi- 
sional meeting of 22 
March. 

The plaintiffs in the 
latest suit seek a court 
order that the seven di- 
visions hold fresh dele- 
gate elections within one month of 
the order, and that the main party 
hold a fresh assembly and elections 
not later than three months from the 
date of the order. In the interim, 
they maintained that all central party 
posts should revert, with full powers, 
to the pre-April line-up elected in 1984 
— Mahathir remaining as president 
but Musa regaining the vice-presi- 
dency. 

In their suit, the 12 claim that there is 
"a real likelihood" of relevant docu- 
ments being tampered with “by reason 
of the high stakes involved" and “the 
sensitivity of the whole matter." The 
court will hear an application on 7 July 
for an injunction restraining Umno 
from suspending the plaintiffs as mem- 
bers until their suit is resolved. 

— Suhaini Aznam 
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if waste and refuse are becoming 
a problem in your country, 

let's get together to see if we can 
make your disposal system 

pay its own way 


Energy technology Hong Kong Singapore Australia 
: : : itsche Babcock Group Deutsche Babcock Group Deutsche Babcock Australia Pty. Ltd 
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di 3 GPO, Box 5395 10-01 Shaw House P O. Box 57, NSW 2065 Sydney 
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In Singapore, for instance, 
we built a waste incineration plant 
which also generates electricity 





The waste and refuse produced 
on the densely populated island 
of Singapore takes up a lot of 
room which can be better used in 
the creation of jobs, for dwellings 
or for recreation facilties. 
Another problem 1s the country's 
rapidly grcwing energy require- 
ments, for which ther» are no local 
resources of convent onal fuel. 


However, tne waste incineration 
plants we have developed with 
their roller grate stokers have 
gone a long way to solving both 
problems: Waste anc refuse are 
converted into ash ard scrap with 
hardly more than one tenth the 


BABCOPCK 


original volume. At the same time, 
the incineration process 1S 
harnessed so that the calorific 
energy contained in the 
combustible waste is efficiently 
converted into electricity - vir- 
tuallv cost-free. Just one example 
of our environmental engineering 
capability. 

Babcock is worth looking into - 
why don't you ask for some more 
detailed information? 


Deutsche Babcock AG 
Postfach 1003 47 
D-4200 Oberhausen | 
Fed. Rep. of Germany 
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— Paul Landa 

General Manager 
Martindale Enterprise, Ltd. 
Taipei, Taiwan, R.O.C. 









































































































. 1984 was the year Martindale Enterprise _ 
quadrupled its growth. It was the year Pan 
. Landau, general manager since 1983, 
started seeing results from his efforts to hire 
more experienced managers and retrain 

i ersonnel, 





















? Growing 50% each year since, Martindale | 
— is now one of Taiwan's largest shoe 
exporters. But Landau suspects they would 
5o... be doing half that well if not for something 
else which began in 1983: Martindale's _ 
| «pannership with IBM. 








E "Our business has, grown 2 
rr substantially because o f IBM 
. We're far more com petitive z 
di th an we used to be.” : 





1 As an exporter, Martindale must design 

styles and coordinate production with : 
E manufacturers to meet the demands of its- 
. customers, shoe retailers. It’s an ever- | 
— changing, intensely competitive market. 


With careful study of business conditions . 
and an understanding of future needs, IBM 
. helped Martindale install a System/36 in its 
_ Taipei office. Sales tracking improved, —— 
- turnaround time decreased . . . systems were 
. added at Martindale’s affiliates in New 
York and Korea. 

















“We're re » saying to o ourseli a. 

| being with IBM, we'll b 
- better able to ful Ifil custon 
. needs as the marketplace | 
3 changes.’ 








































e fired s success isole on FINE 
= OMET service. Martindale a IBM 


: thr ough ~~ —a a fully ran 
etwork whereby interna ational retailers can 
cess M: artindale’s s production information - 
d ify orders directly and 





“We che cked'a out it others. TBM : 

pe more time with us, gave 
us more inform ation about 
trends. Service — that was the 





coning off three straight years of 5 Y 
srewth, some businessmen might be. 

tempted to look to the past. Paul La 
*  futare. He believes IBM » 
hei ) him get there. 
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| MAL ane 1986. swaps PT as one of 
: hottest new products developed by the 
Yvestment banks. 

M They also became the most 










While some companies 
considered them too intricate c 
exotic for their immediate needs, 


were far too simplistic for their 
complex long-term strategies. 





from both camps decided to test 


We'd like to explain why. 
—. A swap is no more, nor less, than 
ng of one type of financial 
ment for another. 

— For instance, you ve borrowed at a 
: floating. rate, but your income during the debt 
- peri iod. is fixed. 

: — Obviously, you dont like the 

ue re of mismatched income and debt 
fe, stre: ms,. o you simply swap your floating rate 








| time because you have US dollar 
-assets and Yen liabilities (who 
“doesn t?). 


-debts for US dollar debts. 

i Or your Swiss Franc 
assets for Sterling. 

You can even swap a 





-fixed one in another. 
: By now youre asking: 
how can anything this good be 
| simple? 
Like this. 
| You want to swap your floating 
erest rate for a fixed one. 

| You're paying LIBOR + 4% right 
10W, which is say 7%. But you believe the rate 
: wi I| rise over the period of the debt. 


others (conversely) thought swaps > e 


A few brave treasurers — 


he v water and, almost overnight, a star was born: 2 


Or youre in for a tough. 


So you swap your Yen . 


floating debt in one currency for a E 


For further information contact uour Chase Relationship Mana ager or one of our m desks Bangkok 2-2521141 
Bening 1-5005566 Bombay 22-27 745 ite Hong Kong 5-843 382 218 lakarta 21-5782213 
Kuala Lumpur 3-261001 1 Seoul 2-7585211 Singapore 53044 32 Taipei 2-521 32 52 Tokyo 3-287-4153 


























: Chase - you a fixed rate of, 
M rb. | 






































tos V nee you find the one you. 
you just call us and execute the swap. 
: Okay, so it all bue dL 
p sle and you te very he 
an use these swaps. ate you ‘ve piece - 
nismatched interest rates or 








income and que x debts, and th e : 
future is looking pretty exposed. 
: We € can 1 do Pu that wi un 





your i eame anc ` expense. i e. d 
We can do swaps that will sole 
a ems so cor — it would take all Hd 








E Wel listen, then explain what we 
thin we can do for you. | 

2 Maybe the answer wont even bea. 
swap at all. $ 
1 But :here wil be an answer. ; 
E Because we're a global bank with a- 
network doing business around the world, and 
à ste ff of professionals with a thorough  . 
command of the growing range of new fine 
procucts and services. | i 

Which means more soluti ons. tha 


you. nave problems. 
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Over a century of unparalleled service Thats why special requests and 
: and subtle splendour have earned attention to individual details are all 
The Oriental Bangkok the reputation part of our efficiency and hospitality. 

of the finest hotel in the world. | Business on your terms is our pleasure. 

It has become, quite simply, a legend. But while you're relaxing by our 
Now you can warm to the swimming pool at the end of your 
legend in Manila. business day, surrounded by exotic 
At Mandarin Oriental we tropical gardens, you might take all 
know that business travel isnt the s for granted. 
time to experiment with hotels. For once in your life, you can. 














MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 
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“| then drift off into space: " 


^ | with the legend: 
| life, come together. spirit." McOmie 





be acquired from the pages of a recent 
book, unpromisingly based on a BBC 
TW series entitled The Story of English. 


| Not the least of the pleasures derives | 


from the authors' insistence on recog- 


 nising the many dialects and variations | 


| of English as languages in their own 
| right, with excellent chapters on the 


| widely variant languages of North | 


f -America, the West Indies, Scotland, 


Australasia, Malaysia and so on, includ- | 


ing an interesting passage on Lee Kuan 
| Yew’s resistance to “Singlish.” 

|. X One of the book's few gaps is. the 
‘| paucity of any references to Japlish — 


- by which I mean not so much the sounds 


made by a Japanese speaking: English, 
but the result of his attempts to write in 
it. This often produces a language which 
makes no attempt to communicate — in 


| the sense of transferring information or | 
4+ opinions — but is a form of free verse, - 


which just possibly seeks to express a 
mood, a feeling perhaps of modernism, 
of something international and foreign: 


@ ONE REVIEW reader in Japan, Wil- - 


liam McOmie, reckons that such writing 
is a form of art — or at least of pop art. 
As he points. out, one is continually 


coming across clumps of English words | 


— on clothing, consumer goods, on 
shopping bags, or in advertisements — 
which seem to have no connection with 
anything, the object on which they are 
printed on which they are selling, or 
| with any identifiable meaning. 

For example, an advertisement for 


. chocolate will begin quite sensibly, €x- - 


“tolling its flavour and other virtues and 
; We are 
| sure to find the charm of cacao and pas- 

. Sion and intelligence of humankinds." A 
shopping bag carries a prose poem 


^| “HAPPY SWAN strewing the ‘Sky’ 


Sand — that brings happiness, a white 


- | swan flies. To that city? Or to what city 


will she fly." 


S e: OTHER messages get through, 


p though evidently translated directly 


from the Japanese, like a sweatshirt 
“Good feeling, good 


. once saw a sweatshirt with the legend 


“Come Flesh” worn by a kindly, grand- - 


motherly type who clearly had nothing 


p prune in mind. Another shirt read: 


"| — We have considered the point of con- 
| tact between body and cities. —. — — 
| "Between his motion and her per- 


sonal appearance and between the tide j 


of time and the wave of life. - 
Yet another T-shirt, this time worn 
| bya young girl, had emblazoned : 












MUCH pleasure and knowledge is to 


| front of a restaurant spot: 
| Marlatte 


| — so in any final analysi 


.sharing © porrographic. 


| of my life than to let her s 


_as this culled from the sa 


And a sta: sionery store's 
bag reads: 


OFFICE EQUIPMENT, 
BUSINESS MACE 
INE, PAPER P 
RODUCTS, A 
RT MATE 
RIAL 


s shopping | 


signer had accomplished k s aim, which 

was to draw atzention to the words. 

€ BUT what :o make of this, a sign in 
d as Roger 


| Sta erin 
eee 










: was  recentl 
through the nzrrow alley 
It hung in front of a res 


which he finds undeciphe 


; Big stomach, aping garment, | 

Treasures gat ered dee» in the 
bag's bottom, Passing 
sky is another road, Do aot seek. 
what his fingertips points out 


e PERHAPS the answer lies in the way | 


the English language is taught i in Japan, 


giving pupils a glimpse of soreign mod- | 





ernity, withou: any real uaderstanding 
he meaning 
does not matter. Marlatte sends me ex- 
tracts from Ho 


tion World), a magazine 










the 116th Translation Contest. 
The test text, for rendering into Ja- 


'panese, is quite incredible, concerning a 


man and his own wife in è Eno: room 
masochistic fantasies, and 
the man pondering his re 
found the mos: basic evi > tj 
had been unfaithful. The passage ends : 


“I would even have to fake the anger 






and unhappiness I was experiencing. I 
could not let it emerge so valnerably. It 
would be easier for me to rot and de- 
compose in hidden tormen: for the rest 
10w cruelly 
she hurt me and how easily she could do 
it again every time she chese. I do not 
want her to. I must never | 
care." —— Ene 

€ A CERTAIN suse diu 
Occasional newspaper he: 










ines; such 
1* newspaper 





by Bruce Hine: 





But such "MERE are ic confined 
to Japan. This one-was sposted by Karl 


Eikenberry in North- > Carolina's 


Goldsburo News Argus: 


Bill would exe 


~ minors from € 


I suppose the answer is that the de- 


S urant, and | - 
Marlatte Is convinced Pa is some $ 
 Confucianist, Taoist or | 


yaku no Sexai (Transla- | 
for profes- 
‘sional translators which i sponsoring 


| consist of Suh a aie as the 












earlier ope Peter Bennett: end: 
a booklet designed to mele J: 
businessman make his way- aroun 
English, but even the phrases sek 
to illustrate the cover are hardly com 
| sational. | 

















































The text of the book makes 
doomed attempt to enable the reade 
| enjoy jokes. Some are trans-cultu 
| like the Japanese in Washington wh 
visits the House and the Senate and 
nounces that he is going to the ' 
House because he wants to see wh 
the real power lies: “I have never me 
Mrs Reagan before." It even 
to explain the humour of Grouc 
Marx, but when it gets into the world. 
“puns, the. explanations of ke 
the accompanying Japanere: ext take 













































“a crick” as the noise made a Japa 
ese camera, or the drunk who stagi 7: 


a Scotch and when he finds out whei 
ds, orders “a bier" instead; or the re; 
estate man who asks a prospective 
| uld you like to se ar 




























"help pe the work d'sp 


ded: 












Oppositio says s martial law' S replacement no improvement . 





y Carl Goldstein in Taipei 





er to ending 38 years of martial law 
123 June when the Legislative Yuan 
assed the National Security Law with 
ected speed, though 12 opposi- 
.. Democratic "Progressive Party 
| legislators boycotted the final 
ceedings with a silent sit-down pro- 
Lon the speaker's podium. " 
The action was -intended - 








































, which many oppositionists have 

missed as “old wine in a new bottle," 

i the DPP's inability to block its 
ment throu ugh the Kuomintang 
)-dominated legislature. 




























ommittee meeting the following day, 








h ing-kuo lauded t 






enable the nation to enter a new era. 

< Since. the 77-year-old Chiang un- 
feiled his political liberalisation pro- 
gramme last October, when he prom- 

















mation of opposition political- parties, 

his government had made the passage of 
the security law a precondition for fulfil- 
ling the promise. Chiang had 10 days to 



































— would be lifted some time in July. 
Once. this is done, the military will 


Phe Taiwan Government moved clos- | 


At the weekly KMT central saada: 


President (and Pa d chairman) Chiang f 
C € legislature for its 
work, saying the bill's passage would - 


ised to lift martial law and allow the for- | 


promulgate the law, and KMT sources 
said martial law — in effect since 1949 


se the sweeping powers it has enjoyed | 
to try civilians for a wide variety of poli- . 

cal and ordinary crimes. One of the . 
ieeurity law's 10 articles states that civi- - 





countries of a border agreement, 
lowing the weeks of “friendly” talks in. 
the Mongolian ca 
| agreement sə 
| and ways of settling disputes. 


lians will no longer be subject to trial in | 
military courts. Although seldom used 
in recent years, a total of 8,000 KMT op- | 


ponents have been imprisoned under 
the law in past decades on sedition 
ee according to one count. s 

. The lifting of martial law — though 


its. concrete effects on Taiwan society - 
] will be limited — is the most dramatic of 
I | the political changes now taking place - 

atise their dissatisfaction Over ihe 


which are helping poksh the govern- 


| ment's image abroad. The reforms have 


gone a long vay towarcs mollifying cri- 
tics of the KMT in the US Congress, a 


key lobbying target for both Taipei and 


its US-based opponents. 


“The passage of the National Secu- | 
| the thousands of former prisoners who 


rity Law anc the lifting of martial law 
will give the KMT the best. of both 
worlds,” said Lu Ya-li, a prominent 
Taipei academic. “It should give them a 
much better image, and at the same 
time will lezve intact the institutional 
framework of KMT rule." — 


TE Legislative Yuan's action. ended | 


more than three months of noisy de- 


i bate over the security law both in the 
halls of parliament and on the streets. The 
DPP, which was badly split over how to : 


combat the bill’s passage, held. mass 
demonstraticns on 19 May and 12 June 
attempting — with littie visible success 
— torally public support for their cause. 
"Two of the law's 10 articles, in parti- 
citar drew tne ire of the DPP. The sec- 
ond .says that public assemblies and 
groups may rot violate the constitution, 


DIPLOMACY 
Mongolia i improves relations with China 


N . delegation of the Chinese’ National 
i People's Congress (NPC) visi 


: | Mongolia frem 18-25 June — the first t | 
E. its kind since before the Cultural Rev- 
E olution. The visit came after the initial- 


at the beginning of June by both 





al, Ulan Bator. The 
es border regulations 


-The delegation was headed by Pen 


| Chong, vice-chairman of the NP 
| standing committee, a 
| of the Chinese Communist Party polit- 
| buro and mayor and 
| of Shanghai, who i is also chairman of the 
| NPC law committee and president of 

the China International Cal Be 


first secretary 







fol- 


‘former member — 


eastern Mongolia, early in June. Mo 





the. courts for their cases to be over- 
turned. 

The so-called “three principles” en- | 
shrined.in the law’s second article will | 
become the basis for new bills — to be 
considered by the legislature later this 
year — regulating new politica Patties 
and Eu eed 2 we 1-KN 








weapon ical the. DPP. The opposi- 
tion party has made "self-determination 
for the people of Taiwan" — a studi- 
ously vague term that some take : 
code word for Taiwan independence — 
a key plank in its appeal to the put | 

The: National Security Law's ‘ninth 
article reverses a provision in the origi- 
nal martial law-decree specifically pro- 
tecting the right to appeal. As a result, 


are now prohibited from voting or hold- 
ing public office or working in a variety 
of professions will be unable to have 
their full civil rights restored. — 

“What this means is that I can never 
be truly free," said Chang Chun-hung, 
49, a leading oppositionist who was re- 
leased at the end of May after more than 
seven years in prison on sedition 
charges arising from the | 1979 
Kaohsiüng incident. 

In the Legislative Yuan debate over 
the new security law, the KMT held firm 
against DPP demands for changes in 
these two provisions. The major conces- 
sion made by the ruling party was to stop 
the Garrison Command — the security 

agency chiefly responsible for enforcing 
martial law — from 1 pari parna ip cus- 
toms inspections. - dia |. 





change Centre. The visit was expected 
to further i improve relations.. .. T. 
J. However, in reporting the with- EN 
drawal of a motorised infantry division | - 
and several other units of the Soviet - 








army from Mongolia, the Chinese offi- © 


cial newsagency Xinhua noted that the |. 
Soviet Union still had another four divi- | _ 
sions stationed in Mongolia. A Chine 
Foreign. Ministry spokesman said tha 
the partial withdrawal was not e 
*The Soviet Union should withdr | 
its troops stationed in Mongolia." ^ |. 
The withdrawal, signalled by Soviet Spo 















| leader Mikhail Gorbachov in July 1986, 


was begun from northern Mongolia. in 
April and completed in Choy 








Han: cag | y! Premier Sonomiyn Li 


















ing the Ri ght 


communistm move aids the Congress in presidential pol: 


l^. a "éfmarkable testimony to the dis- 
array among the opposition ranks, In- | 


dian communists have moved to avert a 
major split in the ruling Congress party. 
In the process, they have ensured an 
easy victory for the Congress nominee 


| at the presidential election on 13 July. 


| The president is chosen - 


| miands about two-thirds 


1 gress majority parties in 


: T : E E the ev ad off, aeda M what lian Soviet | 






.| and Gorbachov referred to the 

| | withdrawal as a manifestation of 

© |. countries’ willingness to develop good- 

EL neighbourly relations with countries in 
| the region *in the spirit of the new [Gor- 

bachov's] political thinking." 


and the legislators of the 


Jammu and Kashmir, 


The Congress' candidate to succeed 


| President Zail Singh, whose five-year 
^| term ends on 24 July, is. , 
-| Vice-President R. Ven- - 
| kataraman. 


The joint 
opposition nominee is 
V. R. Krishna Iyer, a dis- 
tinguished retired judge. 


by an electoral college 
comprising the elected 
members of parliament 


25 state assemblies. 
The ruling party com- 


of the electoral college, 
and with the committed 
support of the non-Con- 
four state assemblies — 


Tamil Nadu, Sikkim and 


|: Mizoram — Venkataraman’ S victory is 
ali but certain. 


However, despite the overwhelm- 
ing strength of the Congress, barely a 
month ago the ruling party could not 
take the election for granted. The dif- 
ferences between the incumbent presi- 
dent and Prime Minister Ron Gandhi 


gibo, who went to Choybalsan to see 






Y coit a mid-J une bed in Mos- 


Bat Mongolian President and party 
| General Secretary Jambyn Batmonh 


artial 
ie two 


e . Moet, Foreign Minister Man- 












IVE galyn Dugersuren, who has been 

isiting Japan to expand political, eco- 
nomic and cultural ties, told the press in 
‘okyo that the further withdrawal of 
et troops from Mongolia would de- 
nd on the improvement of interna- 
nal security in the region. — 

. During the “frank and friendly" ex- 
i Moscow in June, Batmonh as- 





| Rama Rao and compri: 


leader of the Communist Par 
Marxist (CPI-M) — to se “ a candi- 


e x rbachov that the Mougins . 





which came in the opes in March, 
threatened a. constitution: | crisis. The 
recent allegations of corru 
purchases also put the Gandhi govern- 
ment on the defensive. — 

Therefore, Gandhi de 
would consult the oppositi 
select a candidate acceptal 
ties, The consensus approach was a 
non-starte 
opposition parties could 


















on the 
select- 


selves eve 


griteria 















Gandhi’s style of con- 
sultation ind favour 
with the opposition. For 
instance, at the end of 
this futile  censulta- 
| 5» im June, 
i 'oned N. T. 
, chief minis- 
Era Pradesh, 
New Del- 











that 
meeting in arely three 
minutes. In the event, 
the Congress announc- 


ed its nominee unilaterally. 


Meanwhile, the Po had set 
up a three-man committee -— headed by 
ing Chan- 
drashekhar, president of the Janata 
Party, and E. M. S. Namboedripad, the 








were inspired by the Soviet policy of 
economic restructuring. Th: party was 
doing a great deal of work to improve 






the economic machinery, Batmonh add- 

ed, but it was “not shutting is eyes to the | 

difficulties and existing shor:comings." 
Earlier, Batmonh had tald Mongo- 


lian workers' representatives of *press- 
ing and unsolved problems" in the field 


| of social services, education and health. 


Trade Unk the congress o Mongolian 
Trade Unions in mid-May, Batmonh 


said that as a result ef “serious 





| shortcomings,” shops and medical ser- 


vices were not functioning ssatisfactor- 
ily. “The supply of certain types of food 
and manufactured goods r»mains un- 
able to meet . . . demands." 

During last winter and spring, the 
weather had been “extremely unfavour- 
able" for agriculture, wit) surviving 





| new-born stock numbering «ome 8 mil- 


lion instead of the planne 9 million 
plus. And targets of the food program- 
me ! ponhen two years ag» were nof 





the rightwing Bharatiya 5 


| held a series of meetings with S 
at the presidential palace. Many of 
| came away with the impressio 


i.second term. Although Singh h 
| ready congratulated Venkatarama 


e to all par- | 


ecause the - 
 dhi's candidate. At this junctt 
not agree among them- | communists struck their decisive blo 
4 | tee's meeting on 20 June, Nam 
ing a candidate. Nor did | 


was released to the press simulta 


| tled on Iyer, but without the support of 
. boycott the presidential election. 


Singh because of the widespread belie: 


have forced the president to destabilise 
the Gandhi government by demanding 
legal proceedings against alleged cor- 
ruption charges. The communists alsa 
believe that rightwing Western powers | 
are out to destabilise India and the In- 
dian leftwing has responded by bolster- 


"ty of India- 2 , 
ing Gandhi's hand. 





| veloping pig and poultry farming, 
openen wp the prospect of larg 
































India — — had been succe: 
for Iyer, who had not fou 


(BJP). 

However, the communist ol 
met a setback as many rights 
ticians, and some Congress diss 


Singh might not be averse to seek 


the latter's nomination, they be 
that with the support of the oppos 
and dissident Congressmen comb 
Singh would be ready to challen 


After the joint opposition comr 


npea wrote to Rama Rao accusing him 
of going back on a consensus reac 
earlier on Iyer’s candidacy. The lett: 


ously, which ended the rightwing efforts 
to draft Singh for a second.term. With 

hours, Singh had met Gandhi to assure 
the latter that he was not seeking a se 
ond term. The joint opposition then se 


the BJP which announced it would 
The communists moved against 


that if the Congress dissidents had suc- 
ceeded in re-electing him, they would 


dis reached. The party central con 


mittee had approved measures for | 


creases in the availability of me 
monh said. Tonerit; “ex vis ience” 

















pira itio directed. to work 
national economy esp ; 
The trade unions must rid themselves of 
bureaucracy and practise opennes: 
frankness and democracy, encoura; 
not only. the selection of team leaders 
and foremen in consultation with the 
workforce, but also their election. 
As Batmonh said at the Mon vol 
Trade Union Congress: “Resi 
is the path on which w 
ourselves, and party, : 
organisations must: luc 
perience of restructu 




















r re ofits | | ^ el : pu 


By Charles Smith in Tokyo 























































nce Secretary Caspar Weinberger 












| ion by an affiliate of Toshiba Corp. à 





pellors. 
nese defence specialists, how- 






ngton has decided to forgive and 
et the incident. 

hé US could still demand compen- 
n from Japan for the damage to its 
ty which it claimed was done by 
E 

- Washington by Concessions in 
sT areas of the defence relationship. 
here were signs during the Weinberger 
visit that the US wants to link the 
Toshiba affair with discussions on the 
beefing up of US-Japanese anti-sub- 
marine capability in the North Paci- 
fic. 










Less directly, the affair could leave 


. cate problem of selecting a new support 


issue and the Toshiba affair in a press 
conference following his Tokyo talks. 
Japanese industry sources, however, 


ient to pick a “home-made” FSX — 
developed and produced in Japan 
in preference to an imported US air- 
ft 








the first reports of a Pentagon study on 
the reasons for recent improvements in 
oviet submarine building technology. 


Machine Co., a 50.1%-owned sub- 
diary of the electronics giant Toshiba 
orp., might have violated restrictions 
on the export of strategic equipment 
às at first shrugged off by Japan's 
nistry of International Trade and In- 
dustry (Miti). 

=- Miti vets Japanese machinery ex- 
ports for breaches of Cocom (Coor- 
dinating Committee for Export Con- 
trols) regulations against high-technol- 
‘ogy exports to communist countries. 
But in April US administration pressure 
led to Miti making a full inquiry into the 
ffair, which came up. with some dis- 
rbing resylts. — i 


P5 x) rity * 


Weinberger criticises Toshiba - — - softly 





™ ontrary to the worst fears of Japan- | 
yese officials, the two-day working - 
t to Tokyo in late June by US De- 


assed off without too many hard words | 
eing exchanged over the Toshiba 

hine affair. The affair involved the - 
ile of machine tools to, the Soviet | 
| ment in 1981 of 11-m milling machines 
ich may have enabled the Soviets to - 
} submarines with virtually noise- | 
y | machines with five axes. Both ship- 
ments broke the Cocom regulations |- 


main far from convinced that | which forb:d 


Failing that, Japan may have to- 





its mark on how Japan handles the deli- 


E fighter, the so-called FSX. Weinberger 
avoided any linkage between the FSX 


suggested that after the Toshiba affair, | 
-may now be less easy for the govern- 
affair became a hot issue 


The Toshiba issue surfaced | in late - 
Aarch when a US newspaper carried - 


The Pentagon's suggestion that Toshiba 


The ministry's conclusion \ was that | 


Toshiba Machine had indeed illegally 
shipped. highly sophisticated milling 
machinery tc the Soviets and that the 
company de iberately falsified export 
documents ir order to get an export li- 
cence. Further Mit: inquiries showed 
that Toshiba Machine had broken the | 
rules not once but twice. An initial ship- 


with nine grinding axes was followed by 
à second shipment in 1984-85 of smaller 


the sale of milling 
machines wi:h more than three axes to 
all communist countries. | 
Miti’s fincings led tc the arrest of two 
senior executives at Toshiba Machine 
and to the imposition of a one-year ban 
on sales by the company to communist 
countries — reportedly ! 
the strictest penalty ever 
imposed or a Japan- 
ese company for breach- 
ing Cocom regulations. 
Lighter penalties were 
imposed on two trading 
companies which hac 
helped negotiate the 
Toshiba deals, and al 
three companies were 
forbidden for a limitec 
period to sponsor visa 
applications to Japan by 
traders from communis: 
countries. None of this, 
however, seems to have 
impressed public opin- 
ion in the US, where the 


in the congress and in 
the press, with Toshiba being accused of - 
recklessly sceking shor:-term profits at 
the cost of inflicting enormous damage 


on US security. 


"he affair reached a climax in mid- 
' June when the US House of Repre- 


‘sentatives overwhelmingly approved a 


non-binding resoluticn calling on the 
US State Department to begin negotia- 
tions with Jepan on the payment of com- 
pensation for the camage allegedly 
done to US security by the Toshiba sale. 
Whether or not the State Department 
acts on the resolution, Toshiba, and to 
some extent other majcr Japanese export- - 
ers, seem certain to suffer from the wave 
of resentment generated by the affair. 

. Consumer boycotts of Toshiba 
Corp.’s consumer electronics products | 
have been reported from various US - 
cities. TosFiba Corp. could ironically 
also find itself placed under a de facto 


ban for US defence con tracts - —in view E 





be n pn moting a plan forthe c company Ty 





Weinberger: avoided link. 


was 






t tha 









supply missile guidance technology to 
» Army as one of the first cases of 
J apanese defence technology transfert to 


-a US recipient. 


Toshiba officials claim that e is 
still a chance of the company. winning a 
US$1 billion contract to supply laptop 
computers to the US Air Force which | 
had been regarded as virtually in the bag 
before the machine tool revelations. 
But US indignation at the behaviour of 
Toshiba Machine would seem to make 
this very unlikely. Bids for the contract 
which is due to be awarded in late July 
have been submitted by two U 
panies, IBM and Zenith, neith 
which originally appeared to have much 
chance of beating Toshiba on prige Or 
specifications. 

The US outrage at the ‘Toshiba 








Machine affair has been described as 


“contrived” by some Japanese com- 
mentators who note that one, or even 
two, shipments of machine tools are un- 
likely to have enabled Moscow to solve - 
all the problems involved in reducin, 
submarine noise. Nonetheless, the af- 
fair has revealed serious 
gaps in Japan's proce- 
dures for vetting strate- 
gic exports. Miti's 25 
fulltime export inspec- 
pA oe deal with up to 
10,000 applications for 
E licences in a nor- 
mal year, appear to have 
slipped into the habit of 
B automatically assuming 
| the truth of information 
used to support applica- 
tions from well-known 
| companies, if only be- 
i cause they were too 
| hard pressed to do much 
| more. P3 
|. One result of the fu- 
rore over the Toshiba 
affair is that Japan will 
"m its inspection procedures and 
stop assuming that exporters are invari- 
ably honest when r eh contr cts are at 
stake. Plans to int roduce a - 












given to the 5 ovi jet ine. 
nology, the ini ident has iS certainty 
forced the S image of Japan as a selfist 
country unable to see beyond its own |. 
business interests. Attempts by Toshiba |” 
Corp. to dissociate itself from its sub- 
sidiary's actions are unlikely to dispel- 
this feeling, no matterhow littlethe par- | 
ent company may actually have known | 
about the machine tool sale before it- 
vealed by. the Pentagon. 
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FOREIGN RELATIONS 


The Managua connection 


Taiwan paid for some arms supplied to Contras by Peking 


By Nayan Chanda in Washington 


n a remarkable case of arms diplo- 
macy, the REVIEW has learned that 
both Peking and Taipei cooperated with 
the Reagan administration's clandes- 
tine effort to help the anti-communist 
Nicaraguan resistance. While China 
earned important sums of hard currency 
from its secret arms sales to the Contras, 
Taiwan contributed to the secret fund 
that paid for the purchases. 
Well-placed administration sources 
told the REVIEW that between the end 


. of 1984 and autumn 1985, China sold 


US$7 million worth of surface-to-air 
missiles and small arms to the Nicara- 
guan resistance forces through a Cana- 
dian arms dealer using false end-user 
certificates. The deal was arranged at a 
secret luncheon meeting between 
Chinese defence attaché, Gen. Zhang 
Wutang and then National Security 
Council (NSC) aide Lieut-Col Oliver 
North in November 1984. Sources also 
disclosed that it was a Chinese-supplied 
SA-7 missile that the Contras used to 
shoot down their first Nicaraguan 
helicopter on 2 December 1985 — just a 
week before Peking established dip- 
lomatic relations with Nicaragua. 

Taiwan's role in supporting the Con- 
tras came to light earlier this year and 
China has been mentioned by a Contra 
leader as one of their foreign arms 
sources (REVIEW, 19 Mar.). While it 
has since been confirmed that Taiwan 
indeed contributed US$2 million to the 
Contras, no detail was available on 
China's involvement. Based on study of 
a recently declassified top secret NSC 
memorandum and interviews with US 
officials and congressional specialists 
familiar with the issue, the REVIEW has 
established that China, like Taiwan, 
was a partner in the Reagan administra- 
tion's anti-Nicaraguan policy — but un- 
like Taipei, Peking profited from its co- 
operation. 

Testifying before the congressional 
panel investigating the Iran-Contra 
scandal, Gaston Sigur, assistant secret- 
ary of state for East Asia and the Pacific 
acknowledged that in late 1984 (when 
he was the Asia specialist at the NSC) he 
had introduced a military representa- 
tive of “country number four" to North 
during lunch at Washington's exclusive 
Cosmos Club. (In order not to embar- 
rass nations who got involved in the 
Iran-Contra affair, congressional inves- 
tigators have been using numeric 
codes.) Well-placed administration 
sources said that “country number four” 
stood for China and the military repre- 
sentative in guestion was Zhang. 

A top-secret memo Written by North 


to the NSC adviser Robert McFarlane, 
which the wmvestigators uncovered, 
shows that at the Cosmos Club lunch on 
28 November 1984. North discussed 
with Zhang, among other things, the 
sale of 10 SA-7 missile launchers, 30 
missiles and 10 tracking units, to the 
Nicaraguan Democratic Force (FDN) 
through a Canadian arms dealer. The 
memo shows that North sought the 
meeting with the Chinese military offi- 
cial to iron out wrinkles that had arisen 
in the plan tc buy Chinese arms with a 
false end-user certificate. 

China had decided against the sale of 
weapons when the Canadian arms 
dealer produced an end-user certificate 
from a country unacceptable to China. 
Although the name of the country pro- 
viding the end-user certificate was de- 





the declassified memo, 


leted from 
sources identified it as Honduras, the 
principal staging area for Contra opera- 
tions against Nicaragua. 


Ag from the fact that Honduras, 
like four other Central American 
countries, maintained diplomatic rela- 
tions with Taiwan, a specific Chinese 
objection to the proposed sale appears 
to have been the close Honduran mili- 
tary ties with Taipei. In the memo, 
North noted that the Canadian inter- 
mediary had indicated that “the prob: 
lem appeared to be the number of [de- 
leted] military officers who are 
graduates of the [deleted]." the refer- 
ence, congressional sources said, 
seemed to be to Honduran officers, 
many of whom have been trained in 


psychological operations*and intelli-, 
gence in Taiwan. ; 

However, as the memo shows, North 
“advised him [Zhang] that the purchase 
was not really intended for use by [de- 
leted] but rather for the Nicaraguan r@- 
sistance forces.” North also held up the 
carrot of a Nicaraguan switch of recog- 
nition from Taipei to Peking. He told 
Zhang that “Adolfo Calero, the head of 
FDN, was willing to commit to a recog- 
nition [deleted] once the resistance 
forces had succeeded.” (The Anastasio 
Somoza regime in Nicaragua recognised 
Taipei, and that situation was not al- 
tered until late 1985.) 

Administration and congressional 
sources said that following the Cosmos 
Club meeting, China shipped several 
consignments of arms to the Contras 
through the Canadian arms dealer and 
intermediaries in Portugal. Weapons 
were flown from Portugal to 
Tegucigalpa in Honduras. Contra lead- 
ers privately complained that China 
charged US$42,000 a piece for the SA-7 
heat-seeking missiles — nearly double 
the regular price — for its first shipment 
of 10 

In a later shipment, however, Peking 
lowered the price. China also sold 82 
mm mortars, 57 mm recoilless guns, 
AK47 rifles and ammunition. A total of 
US$7 million was paid to China from 
the secret Swiss account set up by North 
with Saudi, South Korean and Taiwan 
contributions, to support the Contras 
when the US Congress cut off aid. 

In late summer of 1985 China sud- 
denly stopped the sales without any ex- 
planation. US officials familiar with the 
arrangement wondered at the time whe- 
ther there was a dispute between the 
military and the civilian leaders in China 
over the question of selling weapons to 
the Contras. But the US later learned 
that Zhang had discussed the matter 
with "China's Ambassador to the US 
Han Xu. The reason for Peking's 
change of heart became obvious when 
on 9 December 1985 it was announced 
that China had established diplomatic 
relations with the Sandinista regime in 
Nicaragua. 

Ironically, the announcement came 
a week after the Contras brought down 
for the first time a Sandinista MI-8 
helicopter with a Chinese SA-7. Nicara- 
guan president Daniel Ortega de- 
nounced the US and lodged a protest 
against the US at a UN Security Council 
meeting. However, after normalisation 
Nicaragua dropped the issue. 

While in the puru of its indepen- 
dent foreign policy China has estab- 
lished relations with Nicaragua and has 
even offered it US$20 million in aid, Pe- 
king has made clear its reservations 
about Managua's close links with Mos- 
cow. Peking may no longer be helping 
the Contras but, as one administration 
official said: *China has assured us that 
it would not provide military aid to the 
Sandinistas.” o 
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The election gambit 


Jayewardene announces polls he may not be able to hold 


By Manik de Silva in Colombo 


|: what the opposition has already 
dubbed a political ploy in.a country 
ravaged by civil war, President Junius 
Jayewardene plans to hold by-elections 
to parliament in August and nation- 
wide polls for local bodies in Sep- 
tember. But whether the government 
will be able to conduct these elections 
remains a wide open question. 

The parliamentary by-elections are 
for the 16 seats in the northern and east- 
ern provinces where Tamil guerillas are 

hting for a separate state. These seats 

ave remained vacant since 1983, when 
the MPs from the moderate Tamil Unit- 
ed Liberation Front (TULF) left par- 
liament after refusing to disavow 
separatism, required by the sixth 
amendment to the constitution. 

The sixth amendment, supported by 
both the ruling United National Party 
(UNP) and the main opposition Sri 
Lanka Freedom Party (SLFP), was 
passed in 1983 after the country was 
rocked by communal rioting in July that 
year. The constitutional provision to 
prohibit any demand to divide the coun- 
MS rushed through parliament. The 

LF MPs, elected on a separatist 
plank at the 1977 general election, pre- 
dictably refused to take an oath of al- 
legiance to the unitary constitution 
thereby losing their seats. 

SLFP leader and former prime 
minister Sirima Bandaranaike has call- 
ed the recent surprise decision to hold 
by-elections an attempt to appease the 
Western aid donors who were meeting 
in Paris on 25 June. Under the election 
laws, the polling will have to be held be- 
tween three and five weeks after nomi- 
nation day — fixed for 15 July. 

The TULF, most of whose leaders 
have lived in self-imposed exile in the 
south Indian city of Madras were quick 
to denounce the by-elections. “It is a po- 
litical ploy to create the impression that 
political processes can be reactivated in 
the north and the east. But the people of 
the country and the world will not be de- 
Een by this," a TULF spokesman 
said. 

The TULF's ability to contest the by- 
elections has in any case been seriously 
eroded by a ban on its participation in 
ioo d on it by the Liberation 

igers of Tamil Eelam (LTTE), the do- 
minant guerilla group which now calls 
the shots, particularly in the north. With 
two of their ex-MPs murdered by the 
separatists in Jaffna in 1985, the TULF 
understands very well that the guerillas 
mean business. 

But will the LTTE or any of the other 
guerilla grofips now claiming the mantle 


of representing the amilis of the north 
and the east take part? The present indi- 
cations are that they wil! not. A spokes- 
man for Eros, the Ee am Revolutionary 
Organisation, the L' TE s junior part- 
ner, said in Madras that the by-elections 
were mere eyewash, ominously adding 
that “those who disregard this warning 
will be regarded as enemies of the peo- 
ple and the militant movement.” 

Apart from the fact that any serious 
contenders from the Tamil mainstream 
is unlikely, the law requires that the 
anti-separatis: oath must be 
taken at the time of nomina- 
tion. Unless the government 
decides to repeal the sixth 
amendment before 15 July, 


the separatists would be shut out of the 
race. 


M? there is also the major 
question of Cclombo's ability to 
hold by-elect ons in the troubled areas. 
The writ of the Jarewardene govern- 
ment does not run m most of the 
Jaffna peninsula, though the govern- 
ment has re-:aken control of a part of 
the area from the L'TE following a re- 
cent military offensive. Although the 
Eastern Province :s in government 
hands, the insurgency continues to rage 
there too, with the rebels killing soldiers 
and policemen almest every day. The 
elections commissicner has remained 
tight-lipped on his ability to conduct 
free and fair electiors. 

From Jayewardeae's point of view, 
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giving the Tamils of the rforth and the 
east the opportunity of esecting their 


own representatives to parliame 
most desirable. He would then be in à 
position to negotiate a political settle- 
ment of the ethnic problem — which hes 
cost at least 6,000 lives in four years — 
with the representatives who have a 
mandate from the Tamils. 

The Indian Government is once 
more hard at work trying to bring the 
LTTE to the negotiating table. LTTE 
leader V. Prabhakaran has sent his dep- 
uty Krishnakumar, or Kittu as he is bet- 
ter known, to New Delhi for talks, ac- 
cording to reports published in Colom- 
bo. These reports say that Prabhakaran 
has two pre-conditions on starting talks: 
that the security forces withdraw to po- 
sitions held on 19 December last year, 
when what seemed to be the most work- 
able negotiating plank was devised by 
New Delhi and Colombo, 
and that the LTTE be recog- 
nised. as the Tamils’ sole 
legitimate spokesman. If the 
second condition is granted, 
Prabhakaran is reportedly 
amenable to ignoring the 
first. 

Meanwhile, the SLFP and 
five other opposition parties 
have announced that they 
will boycott the countrywide 
local government elections 
to be held in September to 
elect members to municipal 
and urban councils as well as 
pradeshiya sabhas which will re- 
place the old village committees. 
Only the Trotskyist Lanka Sama 
Samaja Party (LSSP) plans to run 
against the ruling UNP at these 
elections. The LSSP decision 
threatens to destroy its leftwing 
alliance with the communists and 
the Sri Lanka Mahajana Pak- 


shaya. 

The SLFP and most of the 
opposition parties fear that if 
the UNP sweeps the local elec- 
tions, as is expected, the rul- 
ing party might once again at- 
tempt to extend the incumbent 
parliament with a snap referendum as 
in 1982. On that occasion the UNP 
took advantage of Jayewardene’s pre- 
sidential election victory to obtain 
the people’s consent to extend par- 
liament until 1989. The opposition 
has condemned that referendum as a 
fraud. 

The LSSP, which is not represented 
in the present legislature, says it will go 
along with this argument provided the 
opposition withdraws from parliament 
— an option the SLFP and its allies are 
not willing to contemplate. These oppo- 
sition parties maintain they would 
boycott most of the parliamentary ses- 
sions, attending only the important de- 
bates. In their attempts to counter the 
UNP, they say, parliament remains far 
too important a forum to give up. Oo 
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By Rodney Tasker in Aranyaprathet 
T is a growing restlessness among 





ing along the Thai-Cambodian border. 
With security and social conditions de- 
teriorating in Site 2, by far the largest 
camp just north of the Thai border town 










gime of their Khmer Rouge adminis- 
tors, an increasing number of Khmer 
milies. are trekking north to Site "B," 
Meis an re model camp adminis- 
ed by followers of Prince Norodom 
anouk. 

The refugee population of Site "B," 
) km into Thailand from Cambodia's 
orthern border, has increased by 3,000 
ce the beginning of the year. Apart 
from the trickle of Khmers who still 
















border from Cambodia, many of the 
new arrivals are long- standing refugees 







Site 2 and Site 8 to walk north to Site 
“B, ^" 








-to Site “B,” and 416 others were trans- 
„ferred to the camp by truck, compared 
with à total of 619 for the whole of 1986. 
- When they arrive, most of them com- 













. lack of discipline and organisation in the 


Cambodians on border M Sihanouk camp 


the 260,000 Cambodian refugees liv- _ 


of Aranyaprathet, and refugees 1 in Site: 
8, to the south, kicking against the re- 


manage to trek across the dangerous 


ho have decided to break away from į. 
| temporary saactuary from Vietnamese 
| occupation forces in Cambodia, with lit- 
= ‘So far this year, 463 Khmers from. 
. Site 2 have walked the five-day journey : 


< plain about the lack of internal and exter- - 
nal security in Site 2 — administered by | 
-the Khmer People’s National Libera- 
-tion Front (KPNLF) — and a general. 











camp. Internelly, the crime rate appears 
to be rising, and externally the ref- 


ugees are well within range of Viet- 
namese guns across the border — seven. 
- were killed by three Vietnamese mortar 
rounds in early June: 


From Site 3 and other smaller camps 


-administered dy the Khmer Rouge have 
come 30 refuzees so far this year, who 
tell of the hazardous adventure of "es- 


caping" from a camp à acministered by 


the harsh communist Khmer resistance 


faction. “I think 95% of families in Site 
8 want to leave, but they can’t escape 7 
a recent arrival from Site 8 said; 


The situation is a new. worry: for the | 
Thai authorit.es, who would rather the | _ 
Khmers not be in Thailand in the first 
‘place, and a headache for the UN Bof- 


der Relief Crganisation (Unbro) and 
other voluntzer agencies which are 
charged with -ooking after these tx 





tle hope of resettlement in third coun- 


“tries.” 

| Site "B" is on top of; a fertile area. 
| called Greenaill. The 47. ,000 refugees 
. here seem happy enough, with their | 


own well water, vegetable . gardens, 
areas to raise chickens and. pigs, and 
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said camp. deputy administrator - 
| Kim Teng. This is the 
. 136 unarmed Khmer pol 
the camp is minimal. “One main reason 
order | the new arrivals from Site 2 give us for 
refugees — cfficially only being given |. leaving is that they can't stay because of 
the insecurity there," Teng said, adding 


that they also. support Sihanouk. The 





factions live E bs sid : with ! i 
loyalists and appear more unified than 
those in other camps, ‘swearing | 
legiance to Sihanouk and singing the 
Khmer national anthem every morn- 
ing. 

Unlike other camps, there is a large 


cooperative wholesale-retail organisa- 
tion, which provides shopping facilities 
for the camp population, with profits 
|.góing to support handicapped and or- 
phaned Khmers. The money is also used 


to buy goods which help the camp as a 
whole, such as spare parts for trucks. It 


isa comparatively relaxed atmosphere, 


with refugees being allowed out of the 
camp to buy’ things such as medicine. 

Sihanouk Nationalist . Army. (ANS) 
soldiers leave their wéapons in military 
mps before being all owed into Site 


-*B^ for rest and Tecuperation periods 


with their families.” 
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esponsibility of. 
e. So crime in 
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unifying force of the ne is a big draw 
for refugees fleeing the disorganised ad- 


ministration of the factionalised KPNLF 
leadership in Site 2, and the doctrinaire 


leadership ofthe Khmer Rouge. =. 
"Sometimes, some Khmer Rouge 


l soldiers ask us to look for relatives in the 
. camp," Teng said. “If we find them, the 


soldiers may stay for a night or two with 


at 


| them [without their arms] before leav- 


ing. 





a 


. One recent arrival who had travelled 
or 11 days from Site 8, Mey Thithiya 
Noupeap, 25, supported this view b 
saying that he felt 95% of the 30,000 ref- 
Son in Site 8 would like to leave, but 

ld not escape. "I left because I 
wanted to find freedom — and also to be 
able to contact my relatives in Austra- 
lia, Canada and the United States," he 
said. He added that he had been wor- 
ried in his previous camp because the 
Khmer Rouge “asked” him, and others, 
to cross the border to Cambodia to work 
as porters for Khmer Rouge troops. 
“The leader of Site 8 will be angry about 
my escape,” he said, adding that others 
who had been caught trying to leave the 
camp had been jailed by the Khmer 
Rouge. 


N opea arrived in Site "B" on the 
same day as a family which had 
trekked for one month from Phnom 
Penh. The family comprised Yos Sorn, 
sister of Heng Samrin's deputy foreign 
minister Yos Son, her husbsadi mother 
and her three children. Asked to ex- 
plain why the sister of a senior Phnom 
Penh official should escape to Thailand, 
she said: "We are brother and sister, but 
we have different characters.” 

She and her husband also said that 
they were worried that they would be 
called on by the Vietnamese to carry out 
“slave labour" along with other 
Khmers, cutting forests and erecting 
barbed-wire as part of Vietnam’s K5 
border-sealing policy. Many Khmers 
had been killed or maimed in minefields 
along the border working on this pro- 
ject. Her family had gone to the 
Sihanouk camp after listening to the 
ANS’ Radio Somleng (Voice of) the 
Khmers, broadcast from a mobile trans- 
mitter near Site “B.” 





















forces 
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sources, there 
with | in which 18 of 
them were Thai army along 
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Visiting the sprawling Site 2 camp — 
which has a population of 1*5 ,600 just 2-3 
km from the border — it is not difficult 
to see why mary families want to leave. 
For a start, the factionalised KPNLF 
leadership — with party president Son 
Sann at loggerheads with Fis fellow re- 
sistance leaders — has eroded discipline 
in the camp. A visitor sees many young 
men wandering around with surly faces, 
presumably KPNLF troops who have 
no stomach to fight inside Cambodia 
under a virtually leaderless banner. 
Stories abound of the men creating un- 
rest in the camp by gamb ing, getting 
drunk, abusing women :nd beating 
their wives, as well as taking part in rob- 
beries and banditry both inside and out- 
side the camp. 





Unlike in Site "B," water has to be 
brought to the camp in Unbro tankers 
from the nearby Khao-i-Dang refugee 
holding camp, so, it is no surprise that 
there are shortages. The refugees have 
no fertile land on which to grow their 
vegetables and other produce and, 
because of the crime problem, the 
Thai security authorities are stricter 
on inmates leaving the camp to buy 
goods. 

Thou Thon, administrator of the 
Rithisen section of the camp, with; a 
population of 68,000, told the REVIEW 
that crime had been rife in the camp 
from the start, despite a 200-man police 
force. Bandits were able to shelter in the 
camp "because it is so easy to get into 
the camp." Also, the refugees were be- 
coming despondent because they had 
been moved around from camp to camp 
so often over the past eight years. How- 
ever, he claimed that the KPNLF troo 
who had been resting in the camp for the 
past two or three months were now 
moving out in the rainy season to do 


P| some fighting inside Cambodia. 


Thon confirmed that a batch of 416 
refugees, KPNLF soldiers and their 


|| families, led by a commander Pheng, 


had recently been moved to Site *B." 
But he added that another group of 316 
refugees who had gone to Site “B” ear- 
lier had now returned to Site 2. One vol- 
untary agency worker described the ar- 
rangement as a kind of "prisoner ex- 
change,” adding that he thought that 
those deciding to return to Site 2 were 
doing so because of the lack of black- 
market opportunities in Site *B." There 
i$ a flourishing cross-border black mar- 
«et operating out of Site 2. 

How long the authorities will con- 
tinue to allow a musical-camp situation 
to continue remains to be seen. oO 


The arrests came as Task Force 80 
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Costly containment 


Thais repel Vietnamese intruders on Cambodian border 


By Paisal Sricharatchanya in Chong Bok 


fter trading bloody clashes with 
Vietnamese intruders for six 
months, Thai troops guarding this re- 
mote but strategic mountainous terrain 
— near the border of Thailand, Cam- 
bodia and Laos — appear to have re- 

Ised their enemy from Thai soil. 

ut though the battle for Chong Bok 
Pass — described as the largest conven- 
tional-warfare action on the Thai-Cam- 
bodian border since the Vietnamese oc- 
cupation of Cambodia in late 1978 — is 
over, minor skirmishes are likely to con- 
tinue as the Thai army carries on its 
cam to secure this thinly popu- 
lated and ill-defined border. 

The stakes were high for both sides 
from the start — so were the subsequent 
casualties. For the past two years, ele- 
ments from three Vietnamese battal- 
ions had dug in on a dozen hills, some as 
deep as 5 km inside Thai territory, 
around Chong Bok to seal off what 
Hanoi regarded as an important route 
used by the anti-Phnom Penh Khmer 
Rouge resistance to infiltrate the Cam- 
bodian interior. 

The Thai military however views the 
Vietnamese intrusion in a different 


BURMA 
A gathering 
of rebels 


By Bertil Lintner in Bangkok 


urma's National Democratic Front 

(NDF) — an umbrella organisation 
comprising nine ethnic rebel armies — 
recently concluded its second congress, 
which was held at the Manerplaw head- 
quarters of the Karen National Union 
(KNU) near the Thai border. Several 
resistance leaders described the meet- 
ing as the most important in the NDF's 
12-year history and even outside obser- 
vers viewed it as a turning-point for the 
front, which often has been criticised 
for inefficiency and obscure political 
goals. 

The most important move was 
perhaps to replace the old NDF leader, 
Bo Mva of the KNU, with Saw Maw 
Reh, a former chairman of the Karen- 
ni National Progressive Party, an- 
other of the NDF's member organisa- 
tions. 

Saw Maw Reh, 67, is one of the most 
senior veterans of the ethnic resistance 
in Burma. He fought alongside the Bri- 
tish against the Japanese during World 
War II and joined the Karenni insurrec- 
tion in the law 1940s. He led Karenni re- 
bels from 1964 to 1983 and is considered 


light. While acknowledging that the 
area was once a Khmer Rouge strong- 
hold, army sources claim the com- 
munist resistance had moved deep- 
er into Cambodia snce a Vietnam- 
ese mopping-p operation in 1985. 
Throughout the monthsJong engage- 
ment earlier this year. army spokesmen 
had emphasised the neec to regain Thai 
territorial sovereignty and eliminate 
what they saw as a menacing threat 
posed by the Vietnamese who were 
holding advantageous high ground. 

The army also had to cope with a 
domestic credibility problem. A virtual 
news blackout on the field situation 
fuelled widespread rumours in Bangkok 
of high troop casualties and allegedly 
mishandled operatioral plans. An (un- 
successful) oppositior bid to debate the 
subject in padiamen:- caused a public 
uproar (REVIEW, 18 June). 

Then in an unexpected pronounce- 
ment on 24 June, the commanding gen- 
eral in charge of the Thai operations — 
northeast-based 2nc Army Region 
commander Lieut-Gen. — 

0 


Noonpakdi — told ə visiting party 
senior diplomats anc jeurnalists from 





politically more flexible than his pre- 
decessor. 

Nor Mong Onn, of the Shan State 
Progress Party, has >een elected Saw 
Maw Reh's No. 2, and Tu Ja, from the 
Kachin Independence — Organisation 
(KIO), is the NDF's new general secret- 
ary. Other front presidium members 
include Nai Aung Tin, of the New 
Mon State Party, who is in charge of 
the NDF's foreign-relations depart- 
ment. 

The absence of any Karen represen- 


tative in the NDF's new top leadership | 


ok that the Vietnamese campaign . 
at C Bok constituted the first step 
of an alleged broader plan to annex 1 
northeastern Thai provinces to become 
part of the Indochina Federation. 

“Thailand is the frontline state and 
Chong Bok is the real frontline,” as- 
serted Issarapong. Although accusa- 
tions of Vietnam’s annexation plan 
were intermittently echoed by the Thai 
military in the past, Issarapong’s resur- 
rection of the issue now caught most of 
the visiting di ts by surprise. Many 
were private y sceptical, pointing to 
Hanoi's increasing attention on its 
domestic economic problems. 


rranged by the Foreign Ministry, 

the 24 June carried diplo- 
matic significance. With the exception 
of the European Community (EC), 
Bangkok's other main allies — includ- 
ing Asean, the US, Japan and Australia 
— have issued formal protests in recent 
months against the Vietnamese intru- 
sion. So the EC was clearly the prime 
target group — of the 19 countries rep- 
resented on the tour were ambas- 
sadors from four large EC nations. 

"It is too late to expect any formal 
EC protest now. But we hope this first- 
hand inspection would provide them 
with a better understanding of the situa- 
tion and lead to constructive ideas to 
emi solve the Cambodian conflict," 
said a ministry spokesman. Informed 
has been interpreted as a setback for the 
KNU leaders, who opposed the front's 
decision in March last year to forge a 
military alliance with the Communist 
Party of Burma (CPB). The main differ- 
ence in opinion seems to be that the 
KNU feared that such an alliance would 
lead to communist ideological influence 
within the NDF, while other members 
of the front argued that the CPB was in 
no position to win over its resistance al- 
lies ideologically. 

“Our alliance with the CPB is of a 


military nature only, and each one of 
the NDF's members should be strong 


4| enough to determine its own policy,” a 


delegate to the congress told the 
REVIEW. 


Tee leadership changes may have 
far-reaching consequences apart 
from the endorsement of the NDF-CPB 
pact, analysts say. The new NDF lead- 
ers advocate autonomous ethnic-based 
states within a Burmese union and have 
declared that this must be achieved 
mainly by political means. 

In the past, the NDF has been 
looked upon as a loosely organised al- 
liance of separatist groups. In order to 
transform it into a viable political alter- 
native to the Rangoon government, sev- 
eral spokesmen advocated at the con- 
gress the inclusion of an ethnic Burman 
group — a step which, if taken, would 
cleanse the NDF of its separatist image. 
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gources told the REVIEW the EC in fact 
ged an “eXpression of concern” over 

T 1g Bok incident with Hanoi in 

late May, but it was kept unpublicised. 

Before the diplomatic-press visit, the 
uftderstanding in many Bangkok quar- 
ters was that some small Vietnamese 
units remained holed up in certain key 
hills. But Issarapong confirmed all had 
been driven out by 18 April, 18 days 
after the 2nd Army launched the deci- 
sive final assault in operation Padet- 
suek(Win-the-Battle). 

With mopping-up operations follow- 
ing since then, the rugged terrain 
around Chong Bok foday appears calm 
— no firing was heard during the day of 
the diplomats’ visit. However, the 
heavy Thai fortification and extensive 
troops presence indicate the situation 
has yet to return to normal. 

ccording to the 2nd Army, 45 Thai 
troops, including army regulars plus 
members of the paramilitary Taharn 
Pran (often inaccurately referred to as 
Rangers), have been killed since the 
start of Padetsuek — with the Vietnam- 
ese side suffering an estimated 100 
dead. Adding another roughly 30 Thai 
troops killed since the serious push 
began last December, the total Thai 
death toll comes to about 75, or substan- 
tially lower than the figures rumoured. 


Army strategists were contented 


after retaking a string of five hills 1-3 
km inside Thai territory, including the 


No consensus on this 
point was reached but, in- 
dividually, some NDF 
members have  estab- 
lished links with a US- 
based group called the 
Committee for Restora- 
tion of Democracy in 
Burma (CRDB). This 
group is led by Kyaw 
Win, an exiled associate 
of former prime minister 
U Nu who led the resist- 
ance against the Ran- 
goon government in the 
1970s and later surrend- 
ered. He now lives in 
Rangoon. 

Although small and still rather in- 
significant, the CRDB has won sup- 
port from several Burma scholars in 
the US, and reports from the Thai- 
Burmese border areas say that the 
police on the Burmese side have is- 
sued an order stating that any person 
who receives a letter or a docu- 
ment from the CRDB must imme- 
diately hand it over to the local 
authorities, or face stiff penalties. 

The concern with which Rangoon 
views the emergence of a revitalised 
NDF was demonstrated during the con- 
gress. Although the Burmese army was 
unable to disrupt the Manerplaw meet- 
ing, a substantial force launched an at- 
tack in the beginning of June against the 
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notorious Hill 500 which effectively 

ave the Thais full contr» over the 

hong Bok Pass. The present Thai stra- 
tegy sees a combination of artillery shell- 
ing and the despatch of small patrol/ 
harassment units, targeting on a string 
of six other hills lying on the ill-defined 
borderline, some of which are believed 
to remain under Vietnamese control. 

Whether there will be an all-out as- 
sualt on the borderline positions has yet 
to be decided. “Since we wil maintain a 
permanent military presence here, it 
may not be worthwhile [t» try taking 
those positions]. The heavy minefields 
entail costly logistics and casualties. An 
inadvertent intrusion into the Laotian 
territory may cause an international dis- 

ute,” said one senior operations of- 

cer who pointed to Vientiane’s at- 
tempt to discredit Thailand over the 
three-village dispute in 1984. 

At the height of the battle in mid 
April, elements of army regulars and 
Taharn Pran with a combined strength 
larger than one T equivalent 
were supported by F-5E jet bombers, 
M-41 tanks, plus an assortment of heavy 
artillery pieces. The Vietnamese, num- 
bering an estimated 500 men, were also 
backed by an intense barrage from 
130-mm and 155-mm artillenies, rockets, 
motar and recoilless-rifles. The battle, in 
the eyes of most Thai , has 
gone down as the largest cenventional- 
warfare action in the border friction. 0 





headquarters of the Ka- 
renni army, ocated op- 
posite Thailand's Mae 

. Hong Son province. The 
attackers were repelled by 
a combined Wa-Karenni- 
Pa-O force — the NDF's 
central command — and 
suffered abowt 50 dead. 
Tai police saad. 

Shortly afterwards, 
about 200 severnment 
troops attacked Pang- 
tawng, a camp joint- 
ly maintained by the 
Shan and Wa sebel armies 
further to the north. Thai 
inteligence sources say 

the Burmese suffered 13 dead and 17 
wounded before retreating. 

Rangoon's military approach to its 
insurgency problems is expected to be 
the first major issue the NDF will raise 
internationally. Burma's application for 
the UN-conferred status >f a least- 
developed courtry is going to be chal- 
lenged by. the NDF, rebel sources 
said. 

"No such status should be granted 
Burma unless the government restores 
peace and normalcy in the country. 
Burma's present problems are self-in- 
flicted, and art ficial respiration won't 
solve them. Peace through rcgotiations 
first, reconstruction later is »ur policy." 
an NDF spokesman said. 
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Student dissent drifts 
towards extremism 


re the days past when the push for 

democratic reforms was the kernel 
of South Korean student dissent? A 
close look at what today’s students 
stand for rightly invites suspicions about 
their real intentions and motives, despite 
their pronounced struggle for full demo- 
cracy. Indeed, all indications point to 
the sharp end of the South Korean stu- 
dent movement drifting well off the 
course it once charted and further down 
the road towards extremism and vio- 
lence — ritualistic as the latter has been 
up to now. 

Aside from virulent anti-American 
slogans, what raises most eyebrows is 
the radicals' demands for the total re- 
structuring of South Korean society into 
a broader-based system built around the 
minjung (masses). Under this familiar 
Marxist concept, eue: to an issue 
of the underground Minjokminjusonan 
(National Piaceri Declaration) 
newspaper, the South Korean popula- 
tion is graded into three separate 
E — reactionary bourgeois, liberal 

urgeois and so-called revolutionary 
minjung. It is the minjung, their rights 
stifled and trampled upon, who are seen 
to be on the path of irreconcilable con- 
frontation with the reactionary 
bourgeois. 

The radicals dismiss the liberal 
bourgeois as opportunists whose dor- 
mant desire to govern the minjung in- 
hibits their professed wish for sweeping 
social changes. The minjung, they say, 
must get out from under their influence 
if they are to bring about the dismantl- 
ing of a political system they regard as 
military-fascist and solely dependent on 
US support, and establish a so-called 
people's democratic system where the 
interests of factory workers, peasants 
and urban poor are fully protected. 
Granted, many of the radicals are sim- 
ply going with the flow but the leaders 
are obviously serious and, unlike their 
predecessors in the 1960s and 1970s, are 

repared to go to the wall for their be- 
iefs. 

Ever since the April 1960 uprising 
against the corrupt Syngman Rhee gov- 
ernment, delayed democratisation and 
the failure of successive governments to 
guarantee human rights have acted as a 
touchpaper for student-led unrest. It 
was seen in the demonstrations that 
followed president Park Chung Hee's 
May 1961 coup, it was underlined 
again in the troubles that erupted over 
Park's third extension and it was 
repeated in the campaign in the late 
1970s to abplish the unpopular Yushin 
constitution. ° 


By late 1979, in tne wake of Park's 
assassination, many activists were con- 
vinced that no force, not even a dic- 
tator, could stand in the way of the 
country moving towards full-fledged 
democracy. But it was not to be. The 
bloody 1980 Kwang u uprising saw to 
that, leaving behind a legacy of fervent 
anti-Americanism — unheard of until 
then — and the firm conclusion that lib- 
eral democracy was virtually unattaina- 
ble. When President Chun Doo Hwan 
came to power as the head of yet 
another milicary-ba-ked regime, the 
tone of dissent was <lready undergoing 
a serious transforma ion, with students 
and other act vists refusing to credit his 





government with any form of legiti- 
macy. 

Another imporant development 
was the government's decision in 1982 
to lift a long-standing ban on Marxist 
and other ideological literature. Origi- 
nally intended to eahance the critical 
capabilities of dissident students, the 
measure bacxfired anc served only to 
hasten the erosion cf the liberal demo- 
cratic beliefs the activists once held. 
Alarmed at tne turn of events, the gov- 
ernment responded by re-applying the 


Pyon Chung vo ge English litera- 
ture senior at Seeul's Sungkyunk- 
wan University — one of the many 


campuses that have been the scene 
rA violent student-police confronta- 
ns. 





clamps — and inadvertently compound- 
ing the problem. 

A third factor has contribute 
equally to the change, providing as it 
has a convenient scenario on which to 
erect a framework of rudimentary rev- 
olutionary thought. As a traditional ag- 
ricultural country, South Korea has 
undergone a period of rapid industriali- 
sation probably unmatched anywhere in 
the world in the post-World War II 
period. The nucleus of the minjung, the 
factory workers and peasants, however, 
are seen to have been denied à fair share 
in the fruits of such remarkable econo- 
mic growth. 

The radicals contend that this repre- 
sents a major structural weakness in the 
South Korean economy — one which al- 
lows for speedier exposure to Japanese 
and US economic domination exter- 
nally and intensified class struggle inter- 
nally. Left untended, they believe, it 
could condemn the minjung to 
an endless breadline existence 
"deprived of their economic in- 
terests by monopolistic capi- 
talists." 


adical philosophy such as 

this is usually passed on 
through what is known as chiha 
(underground “study”) circles, 
that propagate on campuses 
across the country. As a rule, a 
newcomer to a chiha is subjected 
to an extensive course in Mar- 
xist-Leninist theory and to a pro- 
longed criticism of the con- 
tradictions in modern Korean 
society. Often he goes on clan- 
destine trips to so-called MTs, or 
member-training camps, for 
group discussions. This period 
of uisikhwa (ideological indoc- 
trination) continues through the 
candidate's four years in college, 
inevitably exposing him to street 
clashes with riot police and 
sometimes imprisonment. 

The lesson he must learn is always 
the same: South Korea today is under 
virtual US occupation. And behind that 
is the muddied contention that the 
South Korean economy is à mass of con- 
tradictions — monopolistic capitalism, 
peripheral capitalism, colonial 
capitalism and dependent state 
capitalism — which the regime seeks to 
maintain, by force if necessary, to en- 
sure its survival. 

As the breeding-ground of dissent, 
the chiha circles usually spearhead 
small-scale vanguard demonstrations 
with 200-300 members, but sometimes 
the organisation is expanded further in a 
telling show of campus-wide solidarity. 
Currently, there are estimated to be 
more than 70 such circles in Seoul uni- 
versities alone, working together 
through a low-profile linkup of word-of- 
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| sgage 
ons to avoid p police det zi 
ver the past two years, the cha 
network has developed into larger um- 
brella organisations encompassing uni- 
versities throughout the capital and 
| beyond: The twin extremist groups — 





Fascism) and Chamintu (Self-Reliant 


` — singled out for their roles in the May 


Konkuk University | 
- understood in this vein. 
1l : The more extreme of the two, 
| Chamintu, places the highest priority on 

removing the last vestige of US pre- 


siege can be 


© -| sence from South Korea in the radical - 
| conviction that only a direct struggle | 





| against imperialism can solve current 
| contradictions. Minmintu, on the other 


m : | hand, puts much of its emphasis on the | 


t. convocation of a so-called chehonuihoe, 
or constituent people's assembly, 
open the way for a new era where the 
workers would be promised an eight- 


E hour day, the peasants a fair and com- | 
| pee GISLTIONHON. of land and the gen- i 






< There has been very little 







. manoeuvre in an atmosphere 
^. where moderation is easily | 






sentiment. 






ub eral citizens a sweeping ange, of politi- 
calfreedoms. > 


These conflicting views can best be a 


seen in the way the two groups approach 


the now newly revived debate over | 


ap constitutional reform. The Chamintu 





tial. election as a means to an end: the 
crushing of what they perceive to be a 
US effort to restructure its "colonies." 











T conservative opportunists and advo- 
|: sional revolutionary government, which 
' blyto write a new constitution. 

ave inmintu, 

| sought to ideologically. outwrestle the 


other, has contributed markedly to the 
lurch into extremism. The Inchon riots 








| ties with the opposition establish- 
— a development which the politi- 
dound hard to. accept because of 





ialf during the 1985 election campaign. 
ias been very little room, at least 





| where moderation is eas 


| Minmintu (National Democratic Strug- | 
gle Committee Against Imperialism and | Í 
F | much a tradition as it is aa entrenched 

-Democratisation Struggle Committee 1 
Against the United States and Fascism) | 


| 1986 Inchon riots and last November's - 


oon at least until recently, for | "um | 
the moderate student groups to — 


IE identified with pro-government | | 


j turned out, 
finmintu regards the RDP as a band of | 


| cates instead the formation of a provi- |- 
|. in turn would choose a people's assem- | < 
- There seems little doubt that de | 


: mpetition. between Chamintu and 
| in which both sides have | 


articular underlined just how far the 
lents had departed from their tradi- _ 


out the students wielded on its be- ` 





noderate giam i 


groups: to manoeuvre in. 


with pro-government sentiment. 
Although the number ef radicals — 
4-5,000 by most official tallies — is 
miniscule compared witk an overall 
campus population of more than 
900,000, it is s:gnificant allthe same in a 
country where anti-comraunism is as 





| defence. Revelutionary themes may be 
tolerated in advanced democracies, but 





in the broader reaches 
rean society. still acwely 
. of the threat from the 
is only margi 


mindful 








nal midd ground be- 































what is com ried to 
munism. MT 


as anyone at government heavy- 






thorities place on their 1 


there is clearly a feeling that it must. be 
achieved within orderly boi 
sae A a PORE m 






colle es and universities. 


government would be 
cedented campus turm 








until well i in 


police did play a large pa 
-ingtheincideat. —— S 
In an effor: to win bac 









ment universety preside 
the management of private 











line. x E 
in the end; however, 






ef South Ko- | 


.. Given the emotional tell of the kill- ! 
ing, there wér? serious iura mar the ; 


tside politi- | 
cal Hevelopiienes interves ed, m | 


5 atmosphere 1 
y. identified | 





orth, there | | 


| tween progressive politic thought and ||. 


ATE South Korean slinch as aaah | 


handedness and the infrisgements au- | 
vidual free- | 
doms, as evidenced by taeir open in- | | 
volvement i in the latest out >reak of poli- , 


Jv a deep-seat- | 
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ers shad dealt | | 
ntcauseby ^| 
an precipitat- | | 


iore moder- | 
ate elements and build a broader-based © 
credibility, the activist leaders launched | 
-a so-called campus democratisation | 
drive aimed at deposing pro-govern- - 
improving © 
school foun- - 
dations, renovating welface and educa- ` 
tion facilities and preverting the stu- - 
dent press from toeing the F goveroment h 
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| Yy people who t had hoped 
a by artisan consensus. that, a re- 
int business. scandal involving Pan 


ire-death put the government's credi- 
at stake and dented its s moral in- 













‘contrary, anti-Americanism re- 
owing, simply because Washing- 
seen to be too close to the current 
>. From the students’ standpoint, 


lustrated by the big-character post- 
at adorn “democracy wall” 
ards on many campuses. Exposed 








Shipping and the student tor- 


. hberal 





Despite. ‘official US assessments to 


as fervent as ever and has even 


pport for Chun is always equated | 
acit endorsement of dictatorship 


dents tend to agree witht ie activist 
And in manr cases, so does a 


; segment of the population which simply 
- does not understand why a country that 

boasts of its democratic achievements is. 
. not playing a larger anc more forceful 


role i in South Korea's political develop- 
ment. 


By most accounts, the South Korean. 


student movement is at the crossroads 
today, divided over the choice between 
democracy and 


nounce their »roclivity for revolution- 
ary themes, they wil only end up tar- 


| nishing the cause of their moderate pre- 


decessors whc helped promote demo- 
cracy in firm convictic n of its beliefs and 
ideals. Just as important, the govern- 
ment must examine why the students 


have turned tc extrem ismin a desperate - 


expression of their ul&mate goals. 
Simply lifting the ban on ideological 
literature is not enough: authorities 


ment ot critical capabilities and provide 
for mature judgments on issues of na- 


radical 
philosophy. Unless radical leaders ‘re- 







tional importance. It would also be wefl | 
advised to resist taking the sort of draco- | 


nian measures. it has over more recent ° 
.years. Indicting students on charges - 
under the National Security: Law, par- 


ticularly when. authorities. appear to 
have difficulty. differentiating between 
simple activism and pro-communist ex- 
tremism, is. simply forging, a double- 


edged sword. 


The bottom line, however, will. ak 
ways remain the government's sincere 
commitment to far-reaching political re- 


- forms and the introduction of measures | 


aimed at improving economic parity. 
and income distribution: It is only. 
through a more democratic system that 
radicalism: will-be held in check. The 


much as:they are, even moderate 





FOREIGN RELATIONS 


rtugal an and indonesia re-open negotiations 


By Peter Wise in Lisbon 


donesia has resumed negotiations with Portugal. on the 
uture of East Timor as Lisbon steps up. pressure for 
Jakarta to withdraw from its former colony in.a diplomatic 
campaign that could lead to a UN showdown next year. | 


hat Libyan leader Moammar Gaddafi has given.support to 


outh Pacific region. 


ype indicate guerillas killed more than 100 Indonesian 
: in May and shot down'a military helicopter, con- 
A icting Indonesian claims they have reduced the insur- 
ents to a few demoralised men. 

Sources said Portuguese and Indonesian delegations, led 
their UN ambassadors, met in New York in June to re- 








refused to countenance Portuguese demands:that it allow the 
ast Timorese to decide their own future. — 

_ Indonesia invaded the former Portuguese colony i in 1975 
nd subsequently absorbed the territory as its 27th provirce. 


rocess of self-determination. Fretilin has been wagirg a 
guerilla campaign for independence. 
es in Lisbon said Jakarta had decided to re-activate 





ive prega " 


TT 


| greeing to talks but drag- 
ssi He,” said a source, who 


T LEA anxious to o qois ontr n roversy ' when: Indonesian Presi- 
dent Suharto seek on next year and Jakarta renzws 
8 bid for the pres cy of the Non-Aligned Movement. 


Ina separate development, East Timorese guerillas have | 
enied charges by Australian Prime Minister Bob Hawke. | 


heir movement as: part ofa wider effort to destabilise the E 


Leaders of the Revohitionary, Front for an Independent: 
] fast Timor (Fretilin) also say documents.smuggled to- 





pen talks that broke down i in October 1986 when Indonesia | 


carta has defied repeated UN calls to withdraw and initiate. 


avoid a public clamour over East Timor, as Por- 

me Minister Anibal Cavaco Silva and. President: 
es mount an increasingly militant campaign- 

in th European Community (EC) to force Indonesia to 


b ng. the issue s back: to the UN. | 


stick alone wili niot do. |, Dp 



































General Asie ibly: possibly next year, ‘sedking: a vote callin, E e 


for an Indonesian pullout from East Timor. In talks overseen. 
by UN Secretary-General Javier Perez de Cuellar, Lisbon is 
also pursuing humanitarian concerns, chiefly the repatriation 
of former coloníal em loyees, officials said. Í 
Meanwhile, Fretilin has strongly denied Hawke's allega- 
tions that the movement has established links with Gaddafi’s 
fewerrnmene and sent guerillas to Libya for training. 

! A statement sent to the Australian 
and Portuguese governments as well. 
| as the Lisbon embassies of all. EC 
| countries said Fretilin had “never had 
| any relations with. Libya nor received 
any support from the government of 
that country — be it material or dip- 
lomatic." | 
| The allegations, based on informa- 
| tion supplied by US and Australian in- 
| telligence services, led to Hawke's 
government closing down the Libyan 
.People's Bureau, or embassy, in Can- 
| berrai in May. (REVIEW, 21 May). 

.. ;Fretilin foreign affairs spokesman 
Jose Ramos Horta said the charges 
against his movement were an attempt 
to divert attention away from Austra- 


Tias support for Indonesia i in the East Timor dispute. We 


have not. received a penny from Libya nor ever asked for any- | 
thing," he said. 
He pointed out that Libya had not supported Fretilin i in 


the UN and said the movement had turned down invitations | 


to send delegations to Tripoli. Sources also told the REVIEW _ 
that Australia recently sounded out the Portuguese Govern- ~ 
ment over the possibility of Libyan support for Fretilin, but 
they said Lisbon officials had ruled out any such links. 
Guerilla communiques reaching Lisbon in June said Freti- 
lin insurgents had killed more than 100 Indonesian soldiers in 
May. A helicopter was brought down over the central town: 


of Barique by guerillas using Mauser rifles: to shoot either : 


the pilot or the rear rotar blades, a Fretilin spokesman said. 
Other guerilla documents smuggled outof East Timor gave 
details of an Indone: ian anti-insurgency. operation 
n, during which Fretilin claimed 
to have killed 132 soldiers from last November to January. 
The documents listed clashes chiefly focused in the centre |- 
and rugged eastern tip of the. territory where. Indonesian | 
forces have failed to dominats z ud 
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If the city never sleeps, 


A0275/1-110/01/06/A 





when can 


the Financial Director go to bed? 


You and your company are in business to make money, 


and one thing is for certain, you don't make money witout 
taking risks. 


If vour business means that you trade abroad vou will 


sooner or later come face to face with Foreign Exchanges, 


perhaps the most volatile markets of all. 


Unless you are aware and can manage the risks invclved, 


that overseas investment or dream contract can, overnight, 


turn into à nightmare. 


At NatWest we're dealing around the world from 


London to Tokvo and New York, twenty four hours a day. 


in every major currency you can name. 
Nothing moves on the market without us knowing 


about it. And because we're up all hours of the day and 


nigat we can respond instantly to a change in rates whilst 
youre tucked up soundly asleep. 

Our Treasury Specialists, together with an Account 
Mamager assigned to your business will help you develop 
a teilor made strategy that will cut the risks down to size, 
while making the most of your opportunities. 

They, after all. can draw on experience gained from 
our network covering 37 countries with the security of an 
asset base in excess of $120 billion. 

A chat with NatWes: could not only make a big 
dif erence to your profits, it could, we suggest, save you a 


for une in sleeping pills. 
Risk Management by NatWest « 
The Action Bank, 


Teles- Australia 177326 - Bahamas NS201) Bahraie A294 - Belgium 21208 Brazil 2190051. € anada 06-2257 Federal Republic of Germany 416500 France 210993) Greece 216673 - Hong Kong 61672 - Ireland 25166 - Italy 120663 - Japan 28292 


Malaysias 13044 — Merica 17 71 786. Monaco 489588 Netherlands 50641 New Zealand NZ3901 — Samgapore 28491 


© Kore K33 282. Spain 21572. Sweden 15050 - Switzerland #12186 UK 385361. USA 233563. 1 SSH 4112558 





You can enjoy Chateau Mouton Rothschild ‘81 durine the monta of July on all our flights fro n Europe to Singapore. 
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Hennessy — 
The Original X.O 








ranci markets, on the last inde ry: we aos established a pres din 'e in 
ajor financial centers everywhere, building the global resources and. 
erience multinational clients need. ‘Te day, whether we're rai sing capita 


ry 


okyo. trading currencies in Fra 
' muringa assets in New York, - : — — on in- Po n: 
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er firm c can uM 








For over 125 vears 


THE PRECISE PASSAGE OF TIME IS MEASURED IN 
THE STRENGTH OF SAPPHIRE AND STEEL BY DUNHILL 


s « 


(ina p il P : s 





Everything that carries the Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most precious metals or supple leathers. Dunhill has become a hallmark not 
just of inherent British values but of quality the world over. 





The Dunhill Watch. The sapphire zlass is second only to diamond in hardness and 
the meticulous enamelling ensures the clarit* of the classic face. It has a Swiss movement for supreme 
accuracy and the case of satin steel ensures that the watch is not only elegant but extremely durable. 
In short, this watch will continue t» give a precise measure of the passage of time. 
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peptide that his décisióri 1 to close: is 
crude form of subterf age” which ep 
sents “a brazen chalk t 
ity of the secretary [of la 
chances seem slim that L 

ordered to reopen the newspape 
: there could be heavy fines | levied igal 
: the company. 7 
Ignacio Lacsina, a prominen 
| lawyer who is representing the 
-| says Locsin will face a suit if he a 

| tempts to start another newspape 

-Businessnight Corp. or whatever yo 
want to call it opens up next m 












) our alied pome 
Circumstances beyond our control inhibit our 
. | Bability to sustain the publication of a newspaper 
"| {within the tenets which have made Business Day, 
| Bmany will agree, a standard of fairness, integrity 
1 and credibility in the journalistic game. 
f It is therefore with deep regret that we 
TN announce that this will be the last issue of the 
| Newspaper. Business Day. — | 
B We wish to thank our readers, subsctibets, ia 
y advertisers and alf those who have kept. faith with B 






























: Bus for the last 20 years. 


The Publisher/ Editor 








By Margaret Scott in Manila 


IR 


-4 „down his newspaper, Business Day, 
- $ June. Some of his staff, though, sa 
was the final play ina game of union 
bashing. 
The grey tabloid considered. by "t 


ET 






to be the finest newspaper in the Philip- 


pines, survived the years when former 
president Ferdinand Marcos boasted. 


that he snuffed out newspapers he dis- | press 
liked and used the rest. Business Day |n Y 


-o| Was the maverick, it was independent 
“|. andit was successful. But nowit is dead, 
torn apart from within just when its cir- 


|. culation and profits were the biggest. 





is ‘since its debut 20 years ago. 


The battle lines were drawn last ! Oc- | Loc 





ber when a group. of employees 


. formed a labour union. Locsin, who 

founded the newspaper and was its | 
etests unions and | 
hinted. he would close Business Day | € 


|. editor and publisher, 





n endure one. Slowly, the 


Business Day building split into hostile 
pro-union and anti-union camps. There 
was a week's strike in March. There 
were charges of harassment and firing of 
union members, met "by counter- 
charges that the union’s strike was an 
llegal one. The Department of Labour 











"Then, pu morning Locsin. read thé 
secretary of labour's decision on the 


\sia’s 
first financial daily 


aul Locsin says he is a man of prin-. _ news 
ciple, and that is the reason he shut | retary's 
on 





niewstodm ‘on the second floor of the | 


labour dispute, Locsin closed Business cu 
Day, saying his right to n his _ me 
























by the sec- 









porters an - editors hò- : 
= ce that the 









Avither! ‘the oppin 
| panying set - 
i raised by. the 











newspaper and } | 
the unusual position of 
à is tl athe. has qu 





d the rights - 
















every nove, particular! | 
| with Business Day's plan and whether ` 


he starts ano 





none say that what happens next will be- 
important prece diit, probably 
setting the parameters of a legal re- 
sponse by managemen : ner a com- 
pany is unionised. | 
. “What Mz Locsin 
| call ‘union-basting,” 
| bérto, Who. Sad been 















iape: I 
Ramon is- 
siness Day's 





$a 






"there will be a lot of explaining 
«do. We are operating under the 
of law, and there is no way you: 


| our this time. without a union, 


privately held company. of whi 
owns about 30% and controls a 


d. E : 
vists | the newspaper is not. H 




















| newspaper, but admits that h 
| approached both by ir inves ceto d 
| newspapers eager to fill je 


ur hod Business. Day. “There: Mg: neve 
50. | another one, * he says, surrounded b: 
: x thé awards and citations he and h 


n ades. In 1986, for instan 
. Day was awarded the Inter a 













m _ ternational Editor by the. ‘Work 
Py Review. i : 


ding-off ac- | 


m. And his | family which belonged to 
hat he does 1 


her news sper, is under | 
scrutiny. Lawyers and labour organisa- " 


p-chaitman eda. 
| the staff quit with 
















go out of business and start a 
















10% through his family. He says 
presses and the building are for sale, b 


no immediate pan to star 

















porters have collected over the two de 










Press Award and Locsin wa 


























L: ocsin grew upi in Bacolod ; 
island of Negros. He 
younger sons in a larg 


speaking elite. His mo 
in the literary classics an 
taught him the newspaper bus 
Locsin first job was to sell his fat 
Spanish newspaper, Negros' first « 
on the street corners of Bacolod. 

Locsin left Negros for Manila an 
newspaper career of his own after 
tending Ateneo de Manila Univ sit 
He worked. for the Manna e^ 







































Eventually, there was. aro 
owner and in 1966 Locs 









i staff who | | rád quit ! 






























a's, first business daily, published 
.hose young reporters coined the 
rm: “envelopmental journalism," a 
lay on the term "developmental jour- 
lism" in vogue among foreign jour- 
lists. It referred to the envelopes of 
ash often passed out to reporters along 

th the press releases. Locsin required 
is reporters to turn those envelopes 

er to his wife who donated the cash to 
charity and sent the receipt and. à 
hank-you note to the donor. 











alien-fi 
-By William Wetherall in Tokyo 

F oreigners who have refused to be 
€ fingerprinted in defiance of a regis- 
tration requirement have touched off a 
_ debate over what some have dubbed 
Japan's “passbook” law: They are being 
_cheered on by some of Japan's major 
labour groups and local politicians as 
the government goes about strengthen- 
“ing its alien-control policies. The plan- 
.ned restructuring of the alien-registra- 
tion system has been condemned as dis- 
criminatory and a threat to local au- 
tonomy. AP S 
. The All Japan Prefectural : and 


r example, is opposing a proposed bill 


was drafted by the Ministry of Justice 
id submitted to the Diet on 13 March. 
The union, which has 1.3 million 
embers and is a major affiliate of the 


Japan, contends that the ARL -bill 
would increase the authority of the na- 
l government at the expense of 
unicipal governments. Further, it 
ould give the national government im- 
mediate access to on-line computer in- 
ormation on resident aliens. Both. 
amendments would enable the Ministry 
of Justice, and at its request the Na- 
ional Police Agency, to keep tabs on all 
foreign residents in Japan. It also allows 
B 




















register, give fingerp 








unicipal Workers’ Union (Jichiro), 


hich would revise the controversial - 
lien Registration Law (ARL). The bill | 


eneral Council of Trade Unions of- 





nment to prosecute those who |. fice an. i 
T | Certificate, a 15-page booklet with the 






* 


pride : 


n 





tial readership dwindled down to three 
broadsheets end Business Day. It was 
editorial .conaections to Malacafiang 
Palace. EE B vl 

When martial law was declared in 
1972, Locsin scotchec the editorial 





p of 


ngerprinting row 
























Koreans in Japan protest the APL. 





carry their alien registration certificates.. 
. The present law requires that aliens 
over the age cf 16 who have lived in 
Japan for more than 90 days register at 
municipal offices. When first register- 
ing, and when renewing their registra- 
tion every five vears, aliens must submit 











| fice. then issues an: Alien Registration 









a recent photograph and let a clerk take | 
, à print of their eft index finger. The of- | A 
_ to a regional 

regional. b 






pressed for the creation of a union. “If 
you were a dissenter then you had to be. 
i articulate," Locsin Says. “Th. e military 


saw anything that was pink as red and 


munist.” 


| photo, ‘the’ fingerprint and other infor- 


mation. Foreigners are required to 
show the booklet to “competent au- 


ans thorities" when requested. Failure to 


carry it at all times could result in arrest, 


prosecution and a fine or imprisonment. 


~ The revised ARL would require 


[aliens to be fingerprinted only once, 
| when first registered. The booklet 


would be replaced by a lami- 
nated plastic card showing the 
photo and the fingerprint, but 
the bearer would still have to 
carry. the certificate at all 
times. - 

s- Municipal governments en- 
force the present ARL, which 
gives them the authority to reg- 
ister aliens and issue the regis- 
_ tration booklet. There is some 
centralisation of alien registra- 
tion records now, but the. files 
are maintained in local offices 
and cannot be seen by the police 
withoutasubpoena. 
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shot as he returned to Manila from 
le, Business Day's role as the record- 

+ of events and the source of credible 

. news was defined. Business Day was the 

- newspaper of the Makati business class; 
.. and a barometer of its discontent. 





| “We gave them [readers in Makati] | 
- what they wanted and we reported what- 





“they were saying. It was their news- 
- paper. It was their mouthpiece,” Locsin 
-says of the years 1983-86. "And when 
they moved to the streets against Mar- 
‘cos we reported that, too. Maybe what 
` they read in Business Day was part of 
what made them go into the street, but 















thing." 

A sits circulation inched up to 30,000, 
1& 40,000 and then 50,000, Busi- 
5s Day chronicled the Philippines’ 
shrinking economy and growing politi- 
-cal unrest. It extensively covered the 
country’s foreign debt and it was the 
first in the Philippines to reprint ex- 











documents, issue the laminated card à 
and up-date files on a recently installed 
computerised Alien Registration Infor- 


mation System. 


" Municipal governments could not | 
prevent national government officials | 


from getting immediate access to infor- 
mation on ARL violators. Through in- 
formation obtained from the Immigra- 


tion Bureau, the police would be ableto | 


| identify and arrest all violators without 
< interference from the municipalities. 
Japan is usually thought of as a 


highly unified country, but prefectural | 


and municipal governments covet their 
local powers and have often opposed 
the impulses of the national government 
sity. 


"m R 1983, ‘the National Council of 
^|: É Mayors adopted a resolution calling 


© | for an end to the fingerprint system and . 
| therequirement to carry the registration | 


booklet at all times. In June 1985, 





_, Ministry memorandum to report finger- 
print refusers to the police. 


..  Kawasakis stance inspired. many | all nati 
^^] other municipalities to declare their 
support for those refusing to be finger- | 
printed. The assemblies of about one- | 


third of Japan's 3,300 cities, wards, 


towns and villages — including many of 


the large municipalities where most 


aliens reside — have expressed their 
opposition to the fingerprint require- 


.. ment. 









| wealth that was complied by tke US news- 


did not seemt 


| day Corp. as an extended family. 
Everyone called him boss 
: tell of the lunch: | 

hat wasn't the reason we printed äny- 
' business 


than Business Day, talk o* forming a 





to eliminate regional and ethnic diver- 


. Kawasaki city was the first municipality ' 
to formally defy a May 1985. Justice 


| tration certif cate. A lawyer by profes- | 






















the 


sued hiso 






series on Marcos! hidden 













'rpts from a 5 


most been lost in the: Fwi 


paper, The San Jose Mercur? News. 
After Marcos fled and Aquino be- 
came president, a free-for-ali newspaper 
war broke out in Manila. The number of 
newspapers tripled, poaching between 
newspaper stafís began aad salaries 
‘starting rising. The allure of working for 
Locsin began tc dull, reporters say, as 
company profits rose but their salaries 
mtoxeeppace. —— ^ ^. 
'Locsin had always run his Business- 









tween the union and manage 
the workers who had been 
Locsin saw it as his right to mana 
the union workers’ rights w 
The order was mild, and both st 
unhappy. it called for the reinsta 
ef three workers, but only if positia 
were available. It granted P675 (US$3 
in a wage increase to be spread o 
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| fhree years, asettlement much less th 
one granted recently to another nev 
paper, Malaya, And it ruled that 
March strike had not been an illegal on 
^] just couldn't live with it. I had 
faith in some of those in the union an 
did not want to work with them. Bt 
aess Day relied on faith in our repo 
ers,” Locsin says. La 
“I tend to see things in black 
white. Those were the qualities it too 
to start this newspaper and make 1 
good one. Maybe those are the sa 
qualities that killed it," he says. d. 







Reporters 
*es he arranged to teach 
hey would 














them how to drink wine so: 


: contacts. Unions were 
anathema. But when anether news- 
paper, the Bulletin, started paying more 









union started sounding good to a lot of 

reporters. Last October, they teamed 
up with the pressmen and truck drivers 
and the union began. ; i 


























































sion and a member of the lower hou: 
Judicial Affairs Committee, Sakagam 
said that ISP wants the ARL revised t 
|. protect. foreigners, not treat them : 
| enemies. ARL opponents feel that th 
| law smacks of police-state control ove 
| minorities. While admitting that a lam 
| nated card would be physically easier to 
carry than the booklet, they believe 
| that the card system is aimed at gi 
| ing the national. government mor 
- The Ministry of Justice is arguing 
that responsibility to enforce the ARL 
`| must be transferred to the Immigration 
| Bureau, because the machines that 
would produce the plastic cards are to 
expensivetoinstalllocally. — — — 
Foreign communities in Japan a 
| full of stories of lengthy police interr 
| gations of aliens caught outside t 
homes without their registration cet 
. cates. Foreigners pat their pockets te 
| sure that they have not forgotte 
| lost what Kawasaki Korean € 
—— — ——— Church minister Lee In Ha t 
,000. other | pared with passbooks in South 
|» .*. -. | which have become symbols of 
TEN A og nationality is ba 
| on whether one has a fami 
; The family register also serves 
| tional register, and so only 
. Japan can have one. A foreign 
becomes Japanese through natura 
tion is given a family register and is 
longer subject to alien registration. B 
family registers are kept at local offi 
not carried for identification. Mo 
over, the only characteristics reco 
 ed-in a family register are c 
. birth and sex. The register has n 
or fingerprint. Es 
Discrimination against ali 
very subtle in Japan, s 
and Japanese minori 


JAPAN S. ASSIMILATION 















WHY BREST DOGS 
CINGER PRINTED 2! 


| Published by the Amer-can Friends Servite Committee- Hawaii | 






















75,000 Chinese, and 











 cates. 4n N 
Earlier this year, Jo 
Party (JSP) Diet m | 
_Sakagami said that the firgerprinting of 
aliens should be stopped. and also call- | 
ed for the elimination of the: provi- | 
sion requiring aliens to carry their regis- | 


an Socialist 

























































panese. And contrary to -the 
reotype of homogeneity promoted 
by the Japanese Government, Japanese 
come in all ethnic groups and races. — 

Less than 15% of Japan’s Koreans are 
foreign born. Most of the others are the 
second and third generation offspring of 
the 1 million Koreans who freely immig- 


some are the offspring ofthe nearly 1 mil- 


brought to Japan between 1939 and 1945. 

ntil the end of World War II, when 
sa and Taiwan regained their inde- 
lence from Japanese rule, Korean 
| Taiwanese colonial subjects were 


Dt full citizens. After 1945, the great 
ajority of labour and pyre gn 
pts were repatriated. But the 600,000 
ans and 40,000 Taiwanese who 
sé to remain in Japan were deprived 
heir Japanese nationality. They were 
de subjects of alien control laws pass- 
| to ensure that they and their future 
pring would be denied citizenship. 
“If we win [our struggle against the 
ARL]." said Lee, who is. of Korean 
scent, "our sons and daughters will 
'njoy.a fully human life." i 


ww 35-year-old coffee shop owner Kim 
Song ll, are adopting novel ways of ex- 


who dislike being treated as though 
. Japan was not their rightful home. Kim 
_ was arrested in November last year and 
. fined 3 30,000 (US$200) for refusing to 
give his fingerprint. Kim mailed the 
 Amagasaki City, Osaka - prefecture, 


ang to pay the other Y 1,910 — the figure 
representing the year that Japan began 
to colonise Korea. The prosecutor has 
hreatened Kim with imprisonment 


inues to withhold the balance of his 
; Last October, Immigration Bureau 
-hief Shunji Kobayashi said the Japan- 
se Government cannot permit civil dis- 


content with national laws. Then in 











lives are inseparably ti 
try’s history. Our root 
run deeper than the la 











: POLITICS 


The doubl 


. York. No price given. 


Wi Harry S. Truman was presi- | 
. WW dent of the US a new, ‘double- 
_ edged China policy was forged. The cru- | 
cial years for this mew policy were. be- 
tween 1948 and 19-2. June M. Grasso | 
years and 


rated to Japan from 1910 to 1939, while | 


on Korean labourers who were forcibly. 


sidered. Japanese nationals though | 


| NR 20. o s | prove its war-torn econom 
S ome Japan-born Koreans, such as | 


id seizure of his property if he con- | 






bedience as a means of expressing dis- | . E a MEER F m. coro T 
t s. Then in| SHORT STORIES — 
March, Kobayashi told the Judicial Af- | 777 ——- — ———— ——— Ds 
airs Committee that the Justice Minis- |. A : 

ry is denying re-entry permits to those | 


| AG ri Like Me and Other 











| tions of mainland Chinese writers fill 


tackles the events of those 
their significance in chis book. 


In contrast to otrer authors such as | l 
Michael M. Hunt and Steven M. Gold- 


stein, Grassc defencs the thesis that the 


| split between the US and the. People's 


Republic of China (PRC) was not in- 
evitable in the Truman administration's 
attempt to secure American interests in 


. East Asia. 


Hypothetically, tre young PRC gov- 


| ernment, in particmlar the moderate 
"group which had Zhou Enlai as its 
spokesman, would have under certain — 


circumstances accepted financial and 
technical assistance “rom the U S to im- 
y. One of the 
down by Zhou 





~ 





basic conditions la 


_ back then was that tke US abstain from 
a | giving support to Taiwan. 
pressing the frustration of native aliens | 


The US had major economic in- 


| terests in China, maialy in the oil sector 
| with the Standard O | Cc. of California 
. (Standard Vacuum Oil? and California 
. Texas Oil Co. (Caltex/Texaco) as the 


two major American oil distributors 


| a and principai competitors of British- 
: prosecutor only ¥28,090, and is refus- | i Wi ne 


owned Shell Oil Co. ge Ea ne 
In addition, Truman and his advisers 


did not admire or respect the. corrupt and 


| unpopular NationalEt government of 


Chiang Kai-shek. They did not want the 
US to “go down to defeat” with the 


Nationalists. However, the unpopular- | r | 
tween the US and the PRC. The 
Chinese, the North Koreans and the 


ity of Chiang’s regime and the bilateral 


| economic interests couid not counter- 
balance some major c dstacles to forging 








beok stores, the majority 





























The Mukden incident, in which the 
then US consul-general, August Ward, 





and hisstaff had been imprisoned by the 


communists from November 1948 to 
December 1949, constituted the second 
major hurdle to closer ties between the 
US and the PRC. | 

This violation of the international 
rule of diplomatic immunity proved to 


be the decisive factor in the US refusal 


to recognise the PRC. Since China did 
not abide by the basic rules of interna- 
tional law, US officials said at the time, 
it could not be treated as a member of 
the international community. There- 


fore, secretary of state Dean Acheson 


commented, “nobody could think 


about" recognition. Furthermore, mem- 


bers of the US Congress, and, especially 
the pro-Taiwan China lobby Republi- 


| cans, urged the continuation of econo- 


mic and military aid to Taiwan. 
"F"he outbreak of the Korean War, 


B and the subsequent Chinese involve- 
ment, nullified any form of relations be- 


Soviets were suspected of hatching a 





perbacks,. Research 















| mic rivalry in 


: Wóridwide and thus ‘endangering 1 















acing i 
ommunism. 


dicy was caused by t ng 
| decided te 





policy | 
» government. “By do | 
| Could rescue their ect 


quo in ‘Hongkong 
cern and dish 


Despite- : 
| perhaps because o | 
CI | economic ties 


E with the PRC | US the outbreak 





-I of the Korean War. For a while, this was 


E “kept secret from the general public and 
congress. Truman's dual policy, which 
_was to have “the best of both worlds," 


|: was doomed to fail because of the un- 


compromising stand of the PRC, dissen- 
sion within government circles and the 
Korean War. 

Grasso's book provides a useful con- 


tribution to the historical portrait of the | 
man administration faced in the. process i s 


dilemmas and contradictions the 





of securing American interests in East 
. Asia. Much of the book is based on re- 
cently released government documents 
. and recollection of those who worked 
for the State Department from 1948-50. 


It seems that Truman's dual policy laid. 


the foundation for the way many coun- 
tries contend with two Chinas even 


today. — granting either China or- 


"Taiwan de jure recognition, while 


simultaneously maintaining informal | 


economic ties with the other. 

Yet the Truman administration 
failed to sustain this policy, mostly be- 
cause of the general climate of the post- 


war era, when Western nations felt a. 
. genuine paranoia for the proliferation - 


of communism. Grasso's book places 
| that failure within the complex web of 
, [US iin policy after World War II. 


| Sidi | 


a wed in writlüg. But there are several i 
' writers who deserve a place in the inter- 


> ‘| national library. Xi Xi is one of these. 
— , Xi Xi is the pen name of the woman 


| writer Zhang Yan, who was. born. in l 





| but moved to Hongkong in 19: 


In: A Girl Like Me is a collection of seven 

| of her short stories, written over the 
past two decades and rendered into — 
English s various translators, often. 


pairs. Collaboration between 


| "MVC English a 


.Xi Xi's world hovers between the 







youn ing wooed, reluctant 
to > let her suitor into the secrets of her 
| — beautician for the dead; or 


i k “free wone z inel Korean toad was on ty | 


ferent 


| He has an eye fcr 


the Middle East. 
jungle clearings on the islands of In- 


| soldier homes € 


| and native Chinese speak- | 
if a ode XI Xe silo 


: i and the bizarre: the coyness of 





or identity in in a drawer full of | writers ney select. 


sh mr. And: now ‘that vitm has be 
come such a mundane bus ness, and. 
| technically precise by necessity, there is 


even Tittle: rom; e in it. AE 





i 0: P. 
20 hours Poids Every ev ning, the 


plane would land, there woald be din- 
ner and a good night’ s sleepat an aero- 
drome. The passengers stopped at 35 dif- 
laces it tres. It was 






more like a safari than a journey. impe- 
rial went on to become BO : 


e men 








lowing the Im De: rial 





| much more than his idl te tra- 


velogue. By recounting the old Impe- 
rial reports, he has conjured ap what fly- 
ing was like 50 years ago. 
journey, a pilgrimage in ho 
travel, he describes 22 modern airlines 
and all the problems of air tavel today. 
everything, from viva- 
cious air-hostesses to airline service on 
obscure country routes. 7 








Some of those aerodromes on Impe- 


rial's route have disappeared, others 
have become in:ernational snow pieces. 
The old Imperial flying beats and bi- 
planes put down in empty desert forts in 
and in the middle of 





sa 





donesia. The acventure wa: xtraordin- 


ary. paeneee filled od petrol anks of the’ 


every: thin; 5. Her characters are as 
diverse as their locations ios 
k in Hongkeng, a young 

posing in euet cos- 





caught up in the Congo war: of f indepen- 
dence, the story which launched Xi Xi's 
literary career. 
The book is one of a newly released 
aperback series, put eut by the 


Chinese University of Hongkong’ s Re- 
search Centre for Translation, which for 
many years has been prodacing Rendi- 
tions, a quarterly journal o? translations 


from Chinese Kterature. The move into 
| paperbacks n 





hopefully si an entry 
onto a wider stage for the centreand the 
~~ Thiresa Munford 





hrough his 
age to air 
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A T Po NT 
Flying back to the future 


> | Beyond the Blue Horizon: On the Track of Imperial Ai Airways by Alexander Fr rà 
| ter. wien Heinemann, Longon. No price given. ` 


| machines started up other airlines 
Frater gives a witty description of | 





| the night at Raffles Hotel and then. 


| a mystery to the Baluchis. Gawadai 
| the world's smallest international 
a Gurkha | 


| since it is off-limits to journalists 


| world with so many tickets that his Lon 


b 


mail service for the empire 


to start the first airmail service in India. 


| | Thailand, 


worried about his royal blood. 


‘hotel lobbies complete with bars. Tho: 


-cat that brings the Baluchi sold 
ing with the Sultan of Oman home oi 



























































aircraft in the. desert, where suppl 
dumps were buried. in the sand fo 
em rgencies, they fended off wild an 
als at deserted aerodromes, and suj 
ed luxuricusly at hotels that are no 
lege dary, before reaching A tralia 
‘he Imperial route st 








extended its route, enterprising 
slightly mad young men 


ofthem. |. 

In Bombay, Frater meets Jehang 
Tata, the. Indian multi-millionaire. 
dustrialist who started Air-India: 
was the first man to receive a pilot's] 
cence issued in India. He flew a Pu 


Moth from Karachi to Bombay in 1932 





Bullock carts laden with petrol drums 
were stationed: along the route. From 
these beginnings grew Air-India. 


the national airlines 
came about because of the. royal fami: 


he was grounded, 


Ie 


by his family. who. 
In Singapore, the passengers. spent. 


transferred to Imperial's newly formed. 
sister company, Quantas, to fly over the 
shark-ridden Timor sea to Darwin in a- 
flimsy 10-seater De Havilland. Flying. 
across Australia was an adventure in it- 
self, and it was these early flights that. 
made flying so important for the deve- 
lopment ofthe Australian outback. — 

The old planes were built like luxury: 


huge flying boats that landed 
Gawadar, an obscure village on t 
Baluchistan coastline in Pakistan, we 


port. There is a weekly flight from 


leave. Frater arrivesin Gaw 
be met by Pakistani secur 


Frater travels half way round 


don travel agent writes off to the Guin 
ness Book of Records. He returns t 
London on a single ticket direct fror 
Australia. in less than.a day. That is th 
boring marvel of air travel today.. - 
Frater has captured an extraordi: 
time, which so few people ex | 
and which lasted for less rues 





Textiles worker: seeking higher quotas. 


BUSINESS AFFAIRS 











US TEXTILE AND APPAREL IMPORTS 


(Year to end-April 1987) 


Overshipment to US puts pressure on new pact 


China’s textile tangle 


By Nayan Chanda in Washington 


he chaotic state of Chinese textile 

shipments to the US is likely to cast a 
shadow over this month’s talks on the 
renewal of the US-China bilateral tex- 
tile agreement. Washington has im- 
posed an embargo on certain categories 
of Chinese textile imports, holding up 
millions of dollars worth of goods at US 
E. after a sharp surge in shipments 

sted by a flood of forged export 
papers. 

China, now the leading exporter of 
textiles and the fourth biggest supplier 
of garments to the US, is estimated to 
have already used 60-70% of this year’s 
import quota. The country's textile ex- 
port volume to the US in the first five 
months of this year increased by 4095, 
compared to the same period of last 
year. Volume grew by 6396 for the 
whole of 1986. Exports of textiles and 
clothing grew by 43% in volume terms 
and 69% in value in the first four 
months of the year. 

"This level of growth is unsustaina- 
ble," a Reagan administration official 
told the REVIEW. He said the US was 
seeking growth of 1-5% under the new 
textile pact. The current five-year 
agreement, which covers Chinese ex- 
ports of cotton, wool and man-made 
fibre textiles and textile products, ends 
on 31 December. 

But so far, two rounds of talks on the 
renewal of the pact have concentrated 
on the huge stockpile of Chinese goods 
impounded at US ports. Under Article 
8 of the current pact, the US is permit- 
ted to seek consultations with Peking if 
Chinese imports in cafegories not co- 


vered by the pact cause “market disrup- 
tion.” Washington sought such talks in 
August last year after a sharp rise in im- 
posts of ramie and silk-blend sweaters 

ut they failed to resolve the dispute 
and China maintained its high level of 
exports. 

In February, the US exercised its 
right under the Multi-Fibre Arrange- 
ment (MFA) to embargo imports of cer- 
tain categories of products. Currently, 
24 categories — from cotton sweaters to 
silk id vegetable blend (mostly ramie 
and cotton) sweaters and skirts — are 
embargoed. Only five of the 24 are sche- 
duled to be reopened before the next 
round of textile talks this month. 

According to administration sources, 
the import glut has been caused by 
lack of planning, the poor manage- 
ment of quotes and a flood of forged ex- 
port certificates, or visas. Peking is re- 
sponsible for operating the quota sys- 
tem by issuing visas to cover each export 
consignment. [t also cistributes the 
quotas to provincial authorities who in 
turn grant them to the various enter- 
prises. 

China reportedly became aware of 
the counterfeit papers late last year and 
alerted the US, and sources estimate 
that about US$6 million worth of goods 
have been held because of 600 false 
visas. But Peking has refused to replace 
the forged papers with genuine ones, 
thereby avoiding any implicit admission 
of responsibility for the problem. Its 
stance will mean the confiscation and 
destruction of the goods. leaving the US 
importers to suffer the losses. 





The Chinese authorities allege that 
some of the forgeries were done in 
Hongkong because all the goods ex- 
ported under forged visas originated in 
Guangdong province and were trans- 
shipped through the territory. A Hong- 
kong official said he could not rule out 
such a possibility but he noted that 
neither China nor the US had asked 
Hongkong to investigate the matter. US 
officials refuse to discuss the origins of 
the counterfeit visas, only noting that 
during the last round of textile talks in 
Canton in May China asked Washing- 
ton to help investigate the problem. 

Sources say the forged visas were 
likely to have been produced by un- 
vii cr uas officials at the enterprise 
level. The forgeries are apparently very 
crude — even the size and colour of 
paper are wrong. “Nobody in Hong- 
kong would do such a sloppy job,” said 
one Washington trade specialist. 


Q ne Asian trade specialist, however, 
said the forged papers were a result 
of limited US quotas and mounting de- 
mand. "It is a question of supply and de- 
mand. Counterfeit visas arose because 
the prs did not meet the steep de- 
mand." 

Another factor behind the surge in 
textile exports is China's desire to 
achieve high quotas for categories not 
covered by the current bilateral agree- 
ment, such as ramie, silk and blended- 
fibre textiles. Peking appears to have 
calculated that a sharp rise in ex- 
ports of textiles in these categories 
in the 12 months preceding agreement 
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| tio comes," says raul Ryb TES a textile 
specialist. - | 















» Robert Delfs write 
officials in the € 
problem. of fo 
being tackled by 
dures. When à si 
countered, US cu 
the Chinese - 
which then: feed: 
the computer 8 of th 
| Economic: 
| (Mofert) in Shangh 

‘| documents are not Verified within four 


¿|e days, US customs assumes they are 


|. fraudulent and the shipment is im- 





| bers the visa forms issued to licensing 
authorities and audits unused or spoiled 
papers. 

Officials © hope that Mofert's com- 
-puter in Shanghai will be linked directly 
. to US customs by the end of this year. 
© Such a move would in theory eliminate 
d counterfeiting, becausé US customs 
would be notified of incoming ship- 
ments at the time export documents 
were issued. This kind of automatic visa 


‘| verification system is already in use in 


-| South Korea and is expected to be 
i operating in Taiwan soon. 

| . China signed the new MFA in April 
to the last major textile exporter to do 


^| so —'and the new agreement extends 
| coverage to all natural fibres. China 

.used the exclusion of ramie and silk 
from the earlier pact to boost exports, | 
se unilateral. 
categories of © 
clothing made from ramie and ramie‘ 


: prompting the US to im 
import curbs on several 


blends. 


US officials have described the first | 


‘two rounds of talks on a new bilateral 
agreement as positive and non-conten- 










nonths after the first bilateral. pact e ex- 
pired at the end of 1982.. > 


| ing a new accord. They say Peking 


| may be willing to accept reductions in 
| |. volume growth in order to guarantee ac- 


 cess.to the huge US market. Future ex- 
port gains would then come from high- 
value goods. 

Current agreements between Wash- 
. ington and other Asian textile and gar- 
vent exporters limit annual growth in 
volume terms to 1-2% a year. The US is 
ikely to seek limits in all categories 
f go mods But holdin g rien to single- 


| wen the suspect i 
pounded. In addition, Mofert now num- - 


| flight; feeding on fears of « 


| has Ro Tels ofi its 


a nka class susceptibil 


tal flight are the same: tha 


themselves useful only 


| ofthe rupiah failed to attac 


.tious and are pleased with the progress - 
made so far. Negotiations on the cur- 
rent agreement dragged on for six | 


US officials say now: that China is a 

. | major supplier of textiles and garments | 4 ; 
. 4. to the US it has a bigger stake in secur-- onena is ; still kel to iu ti 
it of USS2.8. 
| billion in the year to nex 


flight of capital from Indonesia can only 


| aid, some economists argue. 





" [Home awa 'from home - 


F port like crazy iint the call dp sonata 
Indonesia’ s domestic policies fail to stem capital fight. 


- By Vaudine Englard in Jakarta 


enewed assurances by. National 
Development Minister J.B. Sumar- 


[lin that Jakarta has no plans to restrict 
‘the movement of capital eut of the 

| country, has higklighted the role of cap- 
ital flight in Indenesi | 





rent-account d ficit. 
‘Estimates of the amount f Indone- 
sian money now held abroad “ange from 


.US$6 billion to $100 billion, revealing, 
-if nothing else, how little the subject of 


capital outflow has been seriously 
studied. The Harvard Institate for In- 


ternational Development ha: scheduled. 


a seminar on the subject for next year, 
the first study of its kind. — 

‘The sensational aspect of capital 
evaluation 









and uncertain political de 


The contrary view is that a lack of faith 
in the rupiah shows deb 


vousness about the economi! and politi- : 
| cal state of the nation. | 







Either way, the implica 


ment has yet to shore up 
the business community. Tachnical ad- 
justments in interest and central bank 
instrument rates have Ic 










term. Even last year's 31% devaijuation 


which had already been sent offshore: It 
was also the first devaluati 
not seem to.cause a rise in ! 
fidence. What is needed ow, appa- 
rently, are signs of new growth in trade 
and industry. | 
While concern mounts 
debt of E dieu. and a 










ver a foreign 


he country 
with a current-account def 
Marzh.. The 


increase the country's dependence on 





Suhardiman, the leader of a faction 


within the ruling Golkar party in parlia- 


ment, called a press conference early in 


May to point out bluntly that money. 
abroad because certain . 


is parked 
monopolistic practices i} Indonesia 
frustrate: business plans. — 
nessmen] think the. government has 
done nothing serious on monopolies, 


| especially. in: plastics, stes! and flour 
ul among € others,” 


said a prigate banker. 








-resulted in some. capital outflo 


market when exchange controls we 


categorically denied the governmen 


or rescheduling debts. 


count and the absence of other ways: for 
Indonesians | 


ck capital 
t | define flight capital. When First Pacific 
which did . 
iness con- . 
share in Sears World Trade in the US. 


planning" which adds to the grouj 
bt-service. 


of US$6 billion as the amount 
foreign banks claim are Indonesia 


“Most [busis 


| entry in the country's in 
ance sheet. According to the 
item was negative US$60: 



































































“It is a matter of trust." Most at thes 
monopolies are held by groups wit 
some special relationship to the famil 
of Presiden: Suharto. T 
The .current system - ofca 
convertible rupiah, established 
Suharto's New Order governmen 


this, economists insist, is-preferab 
the earlier disincentives to investi 
that. accompanied the currency bl 


force. But the existence of capital flig] 
highlights t the failure of existing policie 
to divert funds into domestic inves 
ment. = 
So far there have been few calls for 
return to. the days of foreign-exchang 
controls and. on 25 June Sumarlin 


had any intention of reinstituting ex- 
change controls, devaluing the rupley 


. Nevertheless, an open capital. ac- 





fo express . discontent . 
means foreign-exchange movements 
are seen asa major indicator of business 


monopolies and an under-developet 
economic infrastructure, market senti- 
ment also reflects the fears of Jakarta’ 
vital Chinese business communi 
which is wondering if Suharto’s yet-t 
be-named successor will be:as suppo 
tive of the Chinese as he has been. .. 

There is the question too, of how to 


Indonesia slargest multi-national, use: 
millions of dollars to buy a controlling 


for example, the argument is that this 
not capital flight but part of "corpora 


structure i in ways that benefit Indonesi 





kes Swiss-based Bank: of 
tional. Settlements. record 





posits. But the practice of many Inc 
sians to claim Singaporean origin le 
to another estimate of US$14-15 billi 
held in Singapore. The "gut feeling" 
three Jakarta-based private bank 
managers is that this is nearer US$ 
billion — still a far crv from the figure. 
US$100 billion quoted in the army” 
newspaper AngKatan "Bersenjata. | 
cently. 

Another indication of the amo: 
outflow is the "Errors and Ommi 

























positiv 


US$1.83 billion in 1984-8: 





have been negative US$2.35 billion in 


1986-87. This could lead to an overall 
deficit in the capital account of US$3.22 


Sheet item is defined as private capital 
flows, valuation adjustments in foreign 
assets and the liabilities of domestic 
money banks. As such it too cannot give 
| accurate picture of capital flight 
lone. ^ | - BE 
The most popular destination for In- 
nesia's money remains three- to six- 
onth time deposits in Singapore. “So 
s the rumours have never stopped, 
deposits are always rolled. over," 
i1 private Indonesian banker. But 
ding to a Singaporean banker 
ased in Jakarta, despite strict rules on 
nking confidentiality in Singapore, 
he Indonesian business community 
irs for its money every time Suharto 
nd: Singapore Prime Minister Lee 
«uan Yew provide evidence of their 
close friendship. 4 "Cu 2a 
Foreign banks with Jakarta branches 
act as conduits for funds to Singapore. 





ach month moves to Singapore. 

* Indonesia also played a part in the 
rapid growth in deposit-taking com- 
panies (DTCs) in Hongkong in the early 
1980s. Almost every private bank and 


lished DTCs in recent years. However, 
details of Indonesian deposits with the 


Hongkong’s bank confidentiality rules. 

‘There has been an increase over the 
house representatives visiting In- 
securities houses Daiwa, Nomura and 
Nikko and Merrill Lynch of the US have 
iken to holding day-long seminars to 
iscuss world economic developments 
and sell fund participations at the same 
> The Japanese funds are attractive for 
their low charges and the lack of with- 


Express have started selling multi-cur- 
ency deposits and 

«Most recently, 
have begun to get into the capital flight 
usiness more aggressively. One large 


W it is starting negotiations with a 
anese securities house to help set up 
a Singapore-based: fund geared to the 
.Indonesian market. |... oo 











-its commitment to avoid exchange con- 
trols, and fails to offer greater invest- 
. ment security at home, the interest in 

i nue ind the as- 








many e groups have estab- 


past 2-3 years in the number of finance: 


zaw | Survival of copycats 


_US$741 million in 1985-86 and likely to | 


billion this fiscal year. This balance- | 


Statements by these banks' fun mana- — 
gers suggest up to US$5 million a bank 
DTCs: are not available because. of | 


donesia. In particular, the Japanese | 


are finding ready | 


ading and investment group told the | 


 Aslongasthe government maintains | 


An rtv hee en 


-are likely to | 


| in South Kerea. Park Sung 


. Edge model has made it one 


was very worried.” Now, he 


pact [of the new computers] 


holding tax. Banks such as American | | 





By Mark Clifford in Seoul 


ud move to knock per- 
sonal-como»uter clone mak- 
ers out of the ring witha new 
generation cf powerful com- 
puters has yet to draw biood 


Kyou, president of Daewoo 
Telecom, whose Leading 


of the country's mos: suc- 
cessful computer manufac- 
turers, admrs that at first “I 


says: "I do not think the im- 


isgoingtobethatlarge." |. 
A large iastalled base of 
users, much of which will re- 
main loyal to the existing em 
MS-DOS software standard and the 


likelihood that software compatible with | 
IBM’s new CS/2 system can be designed, 


seems certam to undermine the. com- 
puter giant's clone-killer strategy. 

: The effect of IBM' s new computer 
on South Korean manufacturers, who 


are confideatly predicting. personal- 


computer exports will double this year 
to about US$800 million, may not be 





South Korean computer makers are not worried by IBM's move . 





that great. Bat the immensely successful | 


personal-computer industry faces a set 


. of problems. common to many indus- 
tries here, as it tries to move beyond its. 


early triumphs in export markets. . 


South Kcrean manufacturers need 


to establish a distinction between their 


products and the multitude of other 


ECONOMIC RELATIONS | 
Tightening up Asean bonds 


By Susumu Awanohara in Hongkong 
- high-powered Asean private-sector 





gration, has completed a study calling 


for drastic measures to boost intra-re- 


gional trade aad industrial cooperation. 
-The study by the Group of | 
comprising business leaders from the six 


Asean countries, led by Malaysia's Paul - 
and indonesias Mohammad — 


Leong 
Sadli, both prominen: former economic 
ministers — vill be presented at meet- 
ings of the Asean Chamber of Com- 
merce and Industry in Bangkok and 
Asean economic ministers in Singapore 


in July. The two groupings will consider - 
proposals to be presented to the third 

; Asean summit in Manila in December. 

‘Some of the study’s key recommenda- 


tions have a reasonabie chance of being. 





of 14 — 





. F"& body, formed last year to promote | 
further economic cooperation and inte-- 


| 





another a min 


























































copycat personal-computer | 
offerings. Yet, dependent 
as the South Korean makers. 
are on imported: technol- 
Ogy, they cannot hope to be 
technological innovators. 
They have little control over 
marketing of their products, 
. and now the won revalua- 
tion will force companies 
to shave profits or raise 
| prices... ^». | . A 
1 Companies like Daewoo 
are betting that they can be 
innovative — especially in 
packaging their systems — 
a; without being at the fore- 
` front of technology. “We do 
— nothavethe kind of capabil- 
ity that will make us a leader that comes 
out with a revolutionary product," says 
Park. "But we can come up with innova- 
tive products." Daewoo's Leading Edge 


computer, for example, made a big 


splash in the US market, not only be- 
cause of a low price, but through such. 
simple features as moving the off-on 
switch to the front of the machine in- 
stead of placing it at the back, where 
IBM putit. |. : | 


South Korean. personal-computer 


manufacturers increased production 10- 


fold from 1983-86. Personal-computer. 
exports nearly tripled last year to 
US$395 million, most. of which went to. . 
the US. But those companies that have | 
been successful over the past year or- 


heads of government in Manila. © 

The group's study reflects the cur- | 
rent thinking among interested Asean 
officials and businessmen that intra- 
Asean economic cooperation has been 
inadequate in the first 20 years of the 


endorsed, at least in part, by the Asean 


group's existence and that the members 


can and should do more to boost it. The | 
cular a report produced for the Asean 
secretariat by US academic and former 





In the area of trade, the study says 
Asean members should accord one | 
imum 50% margin of prë- |. 
all agricultural pro- 


Asian Development Bank economist, 


























"ducts, such as 256K RÀ Ms. "The | 
“software sector is even less Ceveloped. 
Most of the manufacturers here have 
licensed the, heart of their software from 
a US firm, Phoenix Technologies. 
South Korea has had only limited 
success in its ambitious progzamme to 
make. more electronic cemponents - 
“| domestically. Ar official at the Electro- 
nic Industries Association of orea, the - 




























Mi rket Jeader Daewoo Telecom, "o 
example, recently cut. another US$200 
from the prices of its ‘Model D computer. 

! nce the product hit the 
dap Toller. al ied a 

























this year, p^ pa 
flat at US$100 

More sophis 
vide an escap 
















































gins of low-] e biggest. localisation is “the top priesty.” But. 
production incr ear will be in | imported components continue to 
step up from | hover around 38% for all electronic pro- 






IBM AT pon 

E o ducts. Personal-computer makers im- 
port around half of their com 
" The stunted developme 


re been the 


re ai Danan | 













z t | merits, because p purchases of 2 
“which the company gear from US. manufacture 
goby compare” with trade tension with : 











op are: naking computers for mar- 
-f keters in the US, who sell the 
machines under their own 
names. “Those customers alb [7 
. want to be IBM compatible, but | gmi 
they put the onus on [South] 
Korean manufacturers,” says |  . 
William Sala, vice-president of | > < 
Western Digital, a US manufac: | ^" | 
turer that sells components to | 
personal-computer manufac- - 


turers. 

| FS microprocessors and |, 

p sophisticated semiconduc- 
-| tors to disk drives, the most ad- | 
. vanced components are largely | 
imported. While South Korea's 
leading business groups have | 
made investments of over US$1 
billion in semiconductor pro- | =" 
duction, domestic production is | 











































































in cases 
s to cause 


new “safeguard measures” 
where liberalisation threate 


: ducts, but on the “six-minus-x princi- 
ple” — a code phrase for excluding 












5 E : Si apore and Brunei. injury to certain economic sectors of | 
c] Singapore is excluded because itsim- | member countries — megsares. which . 
Cub port ‘duties are already virtually nil and | could defeat the purpose f the group's E 


< thus it cannot offer real preference to | exercise. 
m imports from the rest of Asean; while, 
| onthe other hand, being the most indus- 
_ |. trialised member country, it has much 
2. to gain if its exports to Asean are given 
A preference. Brunei,. while. rich, is the. 
| least industrialised and is excluded to 
- | allow its infant industries to grow. In- 
donesia may also choose to go slow- 
er than the others for the same rea- 
son. 


ucts with 






Prefereinilal treatment un 
if there are no domestic-< 
quirements, then non-member products 
can first come into Singapore and from 
there enter the rest of Asean under pre- 
ferential terms. But if domestic require- 
ments are too high, this would raise the 
he proposed trade-liberalisation | cost of production and discourage intra- 
Masc would require that the pref- | regional trade. The group feels that 
be raised from the cur- | the existing 50% cumulstfive Asean- 

content requirement is too restric- 
T arrangements. P A) tive to permit substantial trade flows 
apiy oducts! be | in manufactured products and recom- 














to 40%. 
Like other advocates or. Asean eco- 





jar- | country's official trade group, says | 


localisation programme has ts s political i 








. The group: also calis for: relaxation j 
if of the rules of i sign, oy oo: estab- - 


than they are for technolo z 


prospered with its Leading I 


tion: it took only 10% of last year's 
. Guction. Lowered tariffs on foreign 


| Europe may offer a way to ease pen 


| South. Korea's US$10.6 billion: 
 sumer-electronics industry.. Prodücts 
like microwave ovens and video tape- 
recorders still make up 
| dustry, though growth 
“sonal comp 
puters are important for psychological 


i i a d over ma eUu a andi distribution. 
BEVIEWDIAGRAM y andy Tang and ivan Kwong M 


| lieves canbe developed into a mea 


| aaea tial in particip 
| countries. — 


mends that this requirement be reduced 


placement for existing personal 
| puters?” asks Park. Fortunately for 
| South Koreans, Compaq, the le 
-| maker of IBM clones, has opted : 
with existing MS-DOS software. - 


_cord in the market has been: x a ¥ 
r becca mastery r 


nomic cooperation, the group places s 
hope 


operation... ALJVs involve -invest 


equity. © 


_in participating member countries. 


. aid funds to flow to AB Vs. e 







- South Korean comp 
more dependent on the 1 












turers have yet to develop their o 
marketing channels abroad. Dat 


tributor. But. Hyundai flopped becausi 
of poor distribution in the US, 
‘Ultimately, the success of South Ko- 
rean personal computers will de pend oi 

how US buyers react to the new IBMs 
“Will IBM be.accepted as a new. 
tion of personal computers: al 
the existing one, or will it become 

































= The domestic market offers no so 











sonal computers, which takes effect o 
July, will make the situation even mi 
competitive for local .manufa 


dence on the US market. a 
~ The personal- computer market is 
still little more than spare change 


most of the in- 
rates for per- 
uters are higher. But com- 








reasons. They are one of the few are 
where South Koreans have leap-fro 
zed ahead of the. Japanese, whose Ti 


on Asean industrial joint ventures 
(ALVs) (REVIEW, 2 July), which it e- 





| for Asean industrial 





‘from at least two Asean countries 
aaa hold: * minimum of 51 % of 


The group calls for 
cation of ALIVs by rel 
of eligibility and conferring the A 
status on numerous existing intra 
Asean joint ventures. It is furthe 
suggested that AIJVs should be give 
further incentives, including a 100% 
margin ef preference for imports of 
ALJV inputs and for all ALJV products 





though not discussed in th: 
port, some group membe 
work out ways to enable fre sh 



















mare of all in 


- The dual propensities to i 


acer 





When Yasuda Fire 
| and Marine Insurance 
paid US$39 million 
for 

| Sunflowers in March, 





_| Finance (MoF) took - 
AM the company to task 


the international art 


distorting" 














_ times higher than the highest price ever | 





-Yasuda's policy-holders thought the - 
money could have béen better spent in 
cutting premiums. - DON 

.. But another bidder, probably Japan- 
-ese as well, at the Christie's auction in 
London also had trained its sights on the 
painting, and only after the auction, - 
When Yasuda revealed itself as the 
purchaser, were art critics able to 
understand how the price had risen so 
igh. To observers of the Tokyo 
.Stockmarket, there was no riddle at all, 
st a stale sense of deja vu. Once again, - 
apanese businessmen were ascribing 
alues to traded commodities which - 
made sense only to themselves, and ` 
hey were prepared to take the price as 
gh as their peculiar reference for value 
Ould permit. © ^ X 
^. Yasuda perhaps could be forgiven - 
or the extravagance. It is in any case 
he norm in Japan for business to pa- 
ise the arts, and Yasuda is cele- : 






































rn the wall of the 
artgallery. —..— 

-Van Gogh purchase 
funded from beer 
1-life insurance com- 

ecember 1986. g 
18.6% to ¥14 trillion (U o 
-Yasuda ranked second; wi 
lion. Yet sumsof this 
ny fractio& of the asset 










































crash involving Japanese passengers is the night- 
“Ar rnational airline companies. Settlement 
of claims often runs into millions of dollars for each victim. In 
fact, the value of life assurance per capita in Japan is the high- 


me dual pr ities to insure life and save more than 
ny other nation has turned Japan's life-assurance industry 
; a monolithic financial behemoth. Assets of more than 











J apan’s . Ministry of | 






| ese tosave, and growth in 
rket with a final bid that was three | 







aid for any painting. And some of | 





personal savings in calen- 
` dar 1986 shows year-on- 
' year growth of 18.6% for 
life policies, which at 







| surpassed im volume by 






sits (X337 trillion). But 
¿such orthodox savings T 
"grew only 7.4%. Investment trusts 










education. The broad mesh of the 
government's welfare safety-net causes - 
most Japanese to worry constantly | 


| 


2025, according to Japan's Economic - 
















| ese were over 65; The figure is expect- 











Nippon Life, 
around US$103 b 


the world in their 


assurance majors, which 
in calendar 1986 balloon- 
ed 21% to ¥62.5 tril- 
lion. 
= The source of the im- 
dustry's strength is rocted 
in the penchant of Japan- 










is second orly to fascina- 
tion for stocks. A Nom- 
ura Securites study of 


X111 trillion were only 


postal and bank depo- 


holding stocks and bonds), mean- 
while, grew 37.4%, to ¥21.9 tril- 


<= The Japanese feel they must save 


for their olc age and their children's 


about what would happen were the 
suddenly unable to work. While the 
proportion of aged citizens in all in- 
dustrialised mations is rising, Japan's is 
growing fastest. In 1980 9% of Japan- 


ed to rise to 12% by 1990 and 21% by 


Planning Agency. n g f 
_ Firm growth of household savings re- 
flect the age worry. Average savings per 
family grew €.596 in 1985, and 5.9% in 


. 1986, to Y 7.3 million, for a high ratio of 


_| © The property game: page 58 
|. Boom for gaijin: page59 


The US solution: page 60 





Y60 trillion (US$420 billion) easily exceed the sum the Ja- 
panese Government spends in a year to run the count e 


— by some US$30 billion. 
Japan’s life assurers are now the wealthiest investing 


financial institutions. 
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SEVIEWDIAGRAM by Andy T 





Japan's biggest insurer, boasts assefseof 
illion, topping Prudential Insurance Co. of 





the US — usually regarded as the world giant in the business - | 


of their kind in the world, following on the heels of Japanese 
stockbrokers and banks, which have become the largest in 


respective categories by most yardsticks of i 


... Japan's life-assurance firms look overseas - 





savings „against yearly 
take-home pay of just _ 
over t.5 times. — | 

. The spoils of the life- 

assurance industry are di- 

: vided among 23 colossal 
Japanese firms, with tid- 
bits distributed to a hand- 
ful of foreign operators. 

Big in size because their 
number is small, thé as- 
surers, like the banks and 
Securities houses, are a 
close-knit group which 
compete as a unified force 

against other financial in- 
stitutions, rather than 
against one another. By 
comparison, over 2,000 

assurers operate in the . 

sparsely populated state of Arizona 

alone has about 600..— 

By cumulative life assurance in 
force, the Japanese life-assurance in- 
dustry is the world's second largest, 
after the US. A recent study by. the 
Japan Life Insurance Culture Centre, 
using an exchange rate of Y200:US$1 for 
1985, put US life policies in force at 









THRUST 
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-< The- more in 







-| and 38.6% in the fiscal year just end 






e assurers' assets have more 


^|. .In the space of five years, the assurers 
| than doubled." And they stand to benefit most from Japan's 


| drive to deregulate financial markets — because they are the 


-| customers. Deregulation has resulted in more of their assets 
| beinginvested into overseas stock, bond and real-estate mar- 
keff as they diversify risk and search for higher investment 


J | yields. . 


In the past year, the assurers have set up a network of 
overseas subsidiaries to invest and manage funds, and more 
| are in the offing. Suddenly, their home offices are sprouting 

departments of “international finance." Staff are being sec- 
onded to foreign investment banks to master new skills. —— 
. "They have the power to move overseas securities markets 


with even local investment decisions about their portfolios ia - 





E. Nippon Life’s cash exports grew 40.1%. 
| in 1983, 40.2% in 1984, 24.1% in 1985 


ed. MM 

... Nippon Life achieves this rate of 
| growth, however, by increasing assets. 
| invested abroad as a share of total assets 
by just one or two percentage points 
Between fiscal 1984 and 1986, for exam- 
ple, investment in foreign stocks and 
bonds rose from 8.7% to 10.3% of as 

sets. | 
. These figures identify one driving 
force behind. the phenomenal increase 
in Japan's net purchase of foreign stocks 
in calendar 1986, from US$995 million 
to US$7 billion. 

While the revaluation of the yen 
played a part, of more consequence 
was the decision of the MoF to lift, 
in two stages, the restriction on the per- 
centage of assets the insurers could in- 
vest in foreign securities, from 1076 to 
^ 3096. x 

Furthermore, most of the insurers 
saw shrinking investment opportunities 
at home: interest rates had fallen to 
their lowest ever level, while they were 
rising in the US, and the Tokyo 
stockmarket was wobbly. Also, the 
MoF had suggested that the insurers re- 
frain from making much new real-estate 
investment, which would have only in- - 
tensified the speculative fever roasting 
Tokyo property prices. NS 

None of these influences has 
changed, and as long as the insurers are 
all well within their MoF quota on 
foreign investment, they are bound to 


currency 





Yomiuri Shim 





| the Tokyo st 


f players. 








REVIEWDIAGRAM! 


trading and -eal-estate companies. 

Japanese media make a point of 
chastising the msurers for i 
much money in dollar-denc 
vestments since the yen's « 


| pro-Liberal Democratic Parzy daily, the | 


















ckmarket. Conservative est 
ket value of their domestic shareholdings at at 
total Tckyo market va ue. GONE a 
The» also move exchange rates with their purchases. 
foreign bonds, and have been the object of more than : 
Ministry of Finance inquiry into wild yen movements ag 
the US dollar. Short-selling of dollars, the assurers find 
neat wzy to hedge US bond purchases. a 
Nov that they are fhrowing their money hats stra 

















































nt strategies of fhe world's major. financi i 


ready in a class of their own worldwidi 
points to how introverted public sent 
ment still is, not just on matters. 

To facilitate their overseas advanc 
the insurers have constructed a string o! 
subsidiaries for fund-management and 
real-estate purchases, as well as ente 
ing into a number of cooperative r 
lationships with foreign insurers. Aft 
banks and securities firms, the insurer 
represent the third Japanese financia 
force to step outside Japan. N 


ww aggressively, opening ahead of the 
ethers in New York (1972) and London 
(1980). Three of its 10 overseas sub-. 
sidiaries were set up only last year (two. 
in Hongkong, the other in Toronto), as. 
were two of its five representative of- 


(inne has perhaps moved most. 


fices (in Paris and. Frankfurt). Its To- 
ronto investment company, opened in 
March, is an industry first, and a similar 
venture probably will soon be launched 
in Sydney. Dai-Ichi Life now has six . 
investment off-shoots in the US and . 
Europe, and Yasuda Life has, since Oc- 
tober opened three investment sub- 
muli sidiaries (in London, New York and th 

Ardy novio ayman Islands). i Um DE. 
Nippon Life, which despite its siz 
- established an international finance de 
_ partment at its head office only in 
| March, has joined with Daiwa Securi 
ties to set up a securities firm wit 
she Australia New Zealand Banki 
‘Group, called ANZ Internationa’ 
venture, 20%-owned by Nippc 

















| office buildings in New York and Los 









keep stoking the US bond and 
stockmarkets, and to a lesser extent | 
other securities markets. m 

More US real estate is sought, too. 
The US Commerce Department puts 
Japanese real-estate investment in the 
| USincalendar 1986 at around US$5 bil- 

lion, 3.8 times the 1985 figure. Al- 
though much of this spending has 
centred on Hawaiian tourist properties, 
Japanese companies, the insurers prom- 
inent among them, are also gobbling up 


trillion and *511 billion for Nippon Life 
alone. The losses are paper ones, 
though tax breaks have been allowed, 
and would dert the insurers’ balance- 
sheets about as much as Senflower did 
Yasuda's. : i 





In response to the criticsm, Nippon 
Life has felt the need to issue a 
paper explainimg why it is anportant to 
balance a portfolio, and bow the bal- 
ance can best be achieved t} rough a cur- 
rency mix. That this needs to be 
explained at all when Japar has become 
the world’s largest creditor nation, and 


when its securities and banks are al- 







geles, and their collective stomach is 
| still grumbling. A how-to seminar on 

US real estate; held in Tokyo in April 
and hosted by the architects Nihon Sek- 
kei Jimusho, drew about 40 representa- 
tives of Japanese assurers, banks and | 















+$ now represented either through 
.fices or-subsidiaries in seven ci 
tries. : ` mW E 


ment banking arm of American E 


done a poor job in broki 





0 
underwrites and trades Australian. 
New Zealand securities. Nippon 




















Of the insurers’ overseas excursio 
by far the grandest — and most tellin 
— was Nippon Life's deal to buy 13% « 
Shearson Lehman Brothers, the inves 


press, for US$538 million. which was 


ura, Daiwa, Yamaichi- and ~ 
which the insurers regard as 









The insurers also 
























ment advisory services, also showed 
how little confidence even the biggest 
Japanese life company has in its ability 

o. play the US markets sensibly by it- 
Twenty-eight Nippon Life staff are 





nd management and stock and bond 
ading at Shearson Lehman's New 
ork head office from September to 


ime size as Shearson, but nonethe- 
cof excellent repute. ‘Sumitomo Life 
ght-lipped about the chances of a 
-in, but admits to seconding staff to 
Hutton’ s Tokyo office for train- 


"Unlike « 
mpanies, 














j apanese 
which prefer to. 





issue 







rs are not allowed to originate debt. 







ake out loans, Japanese insurers can, 
y MoF decree; invest only from their 
asset pool. That means they must sell 

en for the portion of their US-dollar in- 
vestments which is not funded by di- 
pends. from previous dollar invest- 
ments. . 
~The: 

















insurers are, therefore” big 


JAPAN'S TOP 
REAL-ESTATE HOLDERS 


Nippon Life Insurance | 5 


Sumitomo Life Insurance 





Mori Building 


| Sumitomo Real Estate | 


c Knowledgeable 
| sources say that on one day in late 
“March twe of tbe life firms bought. 











pies But the Shearson deal, which in- . 
cludes plans for a joint venture in Lon- | 
cdon for fund- -management and invest- | the yield or a 30-year US Treasury issue 
known to plunde- forex markets for 
Stock purchases, which appear mostly 
financed from bond dividends. | 


receive training in corporate finance, | ‘easing of the rules separating the bank- 


- stitutions, only life and non-life insur- 
. ance companies are not allowed to resell 
| the bonds, vet the ife firms hold nearly 
"X44 trillion: of them. The MoF seemsto | 
i hope that tbe insurers will be more keen 


pubid is Sumitomo Life’ S 
ship of E. F. Hutton, not quite of 


. chance to get rid 





manufacturin g 
policies. 
:urodollar bonds to fund their US stock- |- 
nd. bond-buying sprees, J apan's assur- | 


ile their US counterparts are free.to - 
> commerical paper and bonds and - 






players i in Ls wane foreign-exchange P 
























foreign“ 


around US$1 billion in Tokyo, just as 


rose from 7.5% to &%. They are not 












Consistent with the MoF's gradual 


ing and securities ndustries, the insur- 
ers are about to receive permission to 
retail government bonds 
from October. Of all major 














on buying :he bords if they have the 
of them over the 
counter and ihren. their network of 
around 350,000 agents. who. Solicit 


|^ part re‘lecting the trend. AOWA; 
securitisation of debt, growth in the in- 


surers' loan business has declined mark- 


edly, from 57.996 of assets in 1975 to 


just 40.1% m calendar 1986. The insur- 
 ersare attempting to combat this fall-off 
|. by expanding their lorg-term loan busi- 
. Dess, PU inh abr jac A 












at their own c erty fim 


| J apan's premier real-estate nd 


es are run by ife-assurance. com- 


| panies, and the assurers are on the 
prowl for prime of'ice-block buildings 
abroad, mainly in tt e US. Nippon Life, 
for example, 
. US$500 milbon for -ore:gn property in- | 
. and 30 years for returns on such invest- 


has earmarked -about 


vestment this year alone, the. same 
amount it had invested in total’ foreign 
real-estate upto March 1986. — 

In Japan. assurence firms have al- 


ways been a quiet dominating force in 


office-block rentals They are the only 
type of financial insutution permitted to 
deal in real estate, though Ministry of 
Finance guidelines prevent their spe- 
culating on propery. Five life-assur- 
ers are in the top 10 of Japanese real-es- 
tate holders in terms of owned floor 


area. Nippor Life issecond only to Mit- 


subishi Estate. 
^ Wildly spiralling domestic: real-es- 


tate prices in Tokyo and Osaka have 
forced the major assurers to allocate 
more of their investment funds for | 












8 are paying ju 
securities "percentage point more than the long- 






wers in tbe 





term; Japanese prime rate of 5.5% 
charged to “AA” borrowers. Of such 


loans extended from August 1986 t$31 


March, 20-year loans accounted for 
Y 164 billion, or 2396, of an outstand- 


t ing balance for the period of *700 bil- 
| lion. | 


"This sales drive, encouraged by the 
MoF’s decision to Scrap arule which had 


“kept the insurers’ share of long-term 


loans to less than:50% of such lending 


` by all financial institutions, began with 


Nippon Life's *20 billion loan to 
Canada’s Quebec province in October 


| 1986. Not to be outdone, Dai-Ichi Life 


won Nova Scotia province for a 21-year, 


: €30billion loan in March. 


In June, 20 assurers, in a syndicate 
led. by. Nippon Life and Dai-Ichi Life, 
broke more new ground by extending a 
21-year, ¥30 billion loan to the World 
Bank, the assurers’ second such loan, 
following a 30-year loan for ¥40 billion | 
to the bank in December. Respective 


fixed interest rates on these loans are 
4. 9% and 5%. 


China is. considered a client of vast 
potential for long-term loans. The in- 
surers have absorbed much of China’s 
debt in the form of yen or “samurai” 


' bonds issued in Tokyo, at rates lower 


than any other foreign government has 
been able to negotiate. Now they are on 
the offensive. Nippon Life was the first 


. of the group of 23 to establish a repre- 


sentative office in Peking, formally 
opened in March. The firm's China de- 


partment says the office will solicit lend- 





| orei property, where yields in rela- 


tion to acquisition cost make the invest- 
ment more profitable than at home. As- 
surers reckon it now takes 10 years to 
produce profits from renting out a new 
Tokyo office building, because of 
stratospheric land and building costs, 


ment to match the annual capital gains 
and yield on domestic stock and bond 
investments. 

Nippon Life estimates that the group 


of 23 Japanese assurance firms has in- 


vested around US$1.7 billion in more : ie 
than 30 buildings abroad. Nearly all of |. 
the buildings are in big US cities, and 








tenanted by. blue-chip: corporations. 






Most have been developed “or are 
owned jointly with major US real-estate 
or life-assurance firms. Such investment 
shows up in the assurers' balance-sheets 
as stocks, since the buildings are owned 
by subsidiaries, whose stock is wholly 1 
owned by the assu rers. 
»Sumitom Li 










ing business aswell as assist the Chinese > 


| to develop thtir own insurance indus- 
try. Toho Life followed this lead, open- 
ing a Peking office in April. 


Isewhere in Asia, the insurers are es- 
pecially active in reinsurance, a sort 
of double-cover similar to a bank guaran- 


tee of a loan. Dai-Ichi Life, for exam- | 


| ple, has reinsurance contracts with 10 

life firms in South Korea, Malaysia, 
Taiwan, Thailand and Indonesia. Com- 
monly under this relationship, a Japan- 
ese life-assurance firm will introduce a 
Japanese company operating in, say, 
Taiwan, to a Taiwanese insurance firm, 
and in return for the introduction, ex- 
| pect to be given 50% of the resultant 
business in the form of a reinsurance 


contract. Most recently, Dai-Ichi Life- 


.struck up such a deal with the Ma 

| laysian Cooperative Insurance Socie- 

ity. -— | 

| © Athome, the assurers are reluctantly 
joining hands with their competitors, 


the securities companies, to offer an- 


nuity policies whose premiums are paid 
from the dividends produced by bond 
investment trusts. Nippon Life, for in 
stance, began doing this with Nomura 
and Daiwa in 1985, and sales of a related 
product, E n life policies, 
started in 1986. Product diversifica- 
tion, the insurers hope, will compen- 
sate for a slowdown in new policy 
growth. : : 

Nippon Life, to the annoyance of 
banks, has diversified even into credit 
cards, which clients can use to withdraw 
loans, pensions or dividends, while 
Chiyoda Life is hawking insurance at 


tive in US real estate, through its 
Sumitomo Life Realty (NY). In De- 
cember 1984, Sumitomo Life bought 
5096 of the New York skyscraper Man- 
hattan Tower, following that in. July 
1985 with the entire perdi ide Busi- 
ness Centre Building near Boston. It 


later helped finance Japan Air Line's | 


Chicago Nikko Hotel with a convertible 


mortgage. Los Angeles, home to about 


1,000 Japanese companies, is next. 
Sumitomo Life is putting up a US$145 
million, 21-storey  office-block — in 
the Los Angeles central business dis- 
trict, so far the biggest single investment 
in foreign real estate by a Japanese as- 
surer. | | m 


f" raditionally, the assurers' real-es- 
M tate business was limited to renting 
surplus floors in Japanese buildings 
bought for their own use. That changed 
in 1975, when a relaxation of govern- 
ment guidelines gave assurers the green 


<| light. to put up office buildings as 


straight investments. In the past 10 


| years, the assurers have been erecting 
around 100. new. buildings a year in - 


Japan, and the rate of growth in their ren- 


of the real-e: ate companies. ^ 








petrol stands throughout the country vin 


.move. independently of the 


at around ¥300 billion. | 


|_THE TOP 10 OF JAPANESE SHAREHOL 













A (million shares) 


| Dai-Ichi Life Insurance 


| Meiji Life insurance 


and by persuading land owners not to 


land. 


abroad, but a let will. As Sadao Yasuda. 


tal office floor space has matched that 













a deal with Cosmo Oil Co. - 

But the insurers remain most power- | 
ful in the Tokye stockmarket. Nippon 
Life humorously likens its share 
portfolio — of 9 8 billion shares repre- 
senting most companies traced on the 
Tokyo exchange and 3.2% o all traded 
shares — to an index fund oí the entire 
market. None of the life conspanies can 
move 2 market, 
though through their trust-bank tokkin 
accounts, whose profits are aot treated 
as capital gains but as account yields, 
they cari move anonymously. And they 
do. Nippon Life s tokkin furds are now 


u 
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No. of 
:ompanies 











eei t EA rr err tin 


From the po:nt of view c fund man- 
gement, real estate makes perfect sense 
because profits are guaranteed from 








sell but to participate in tke equity of 
new building developments on their 


As a proportion of the assurers’ as- 
sets, real-estate investme:t has been 
constant at abcut 6%, andis restricted 
by the Finance Ministry tc 20% of in- 
vestment funds. But, as a result of total 
assets growing by over 15% a year, the 
assurers’ yearly increase ie real-estate 
investment is running at about ¥300 bil- 
lion. Not all cf that will be funnelled 





director of Sumitomo Lie’s mterna- 
tional investment department, puts it: 
“There are so many attractive real-es- 
tate opportunicies in the US. We have 
only just begurrinvesting." 



















lof the investment 
| funds of Japan's life 
ssurers are ploughed 





IA "AM bonds, with only a 
trifling amount going into foreign 
equities. This investment preference is 
not a result of Japanese Government 
"guidance," though Japan's trade offi- 



















swirling investment flows contribute to 
depressing the yen for years. aa 






eve US capital markets are the only 

ig enough to absorb the bulging 
(46 money at their disposal. In 
idar 1986, the assurers put US$50 
billion into foreign securities. The 
amount thus invested for the period 
l-December 1986 grew by US$18 












months to March 1986. Clearly, unless 
several foreign governments could 
somehow be persuaded to get them- 
selves into as much debt as the US Gov- 
.ernment, bond markets outside the US 
. would be severely distorted by the entry 
. of Japanese insurance funds. 













.regards Swiss-franc and Deutschemark 
Securities markets as too small to invest 
much in. The Canadian dollar is 
favoured over both currencies because 
_of its link to the US dollar. Australian- 
-dollar securities markets were thought 
fo be secure enough, but all major 
_assurers have been burned badly enough 





























| Notes: (1) Tokkin accounts are opened 
(2) Sushi bonds are foreign-cun 
(3) Years are fiscal, starting 1 
















ere are © simple. 
answers to why most. 


| into US Government 
and US- corporate 


| Of stock-investmen: 


cials must have been happy to see the | coststhe assurersnothing 
| - | foreign-government 
Fund managers at the major assurers 
ieve | "sensible stock invest- 
ments requires teams of 


: lion over the amount for the 12 


- Nippon Life Insurance, for instance, 





with trust banks for anonymous inv 
rrency bonds issued overseas by Japanese corporations. 
Aptil, except for 1986, whichis calendar. | 


by Austraban holdings 
to not want to have 
much to co with the 
currency for some 
years. 

.. US bones have taken 
precedence over US 
corporate stock  be- 
cause of the cost | 


analysis, fund managers 
at Nippon Life say. E: 


ratings for 
bondissues. but making 
in-house analysts, as 


well as the services of 
foreign bro«ers, which | 


may be free, though commissions on. 


equity trades are a sizeable expense. 
Bonds maturing over 10, 20 or 30 


| years are easy to buy and forget about. | 
Doing much more requires a comple- | 


ment of investment staff, and a good 
deal more sophistication than possessed 
by Japan's life assurers, who do not as a 


rule buy to trade, but to hold. Because 
the assurers have put most emphasis on- 
sales for premium income, they have as- 


tonishingly few people engaged in 
portfolio investment. “Managing funds 


with only on? lung,” 


Nippon Life, puts it. 

Nippon Life is a good example. Of a 
staff of. 90,496, only about 730 are in- 
volved in fund management, including 






Total amount invested: ¥ 30.1 trillion 


. REVIEWDIAGRAM by Andy Tang 


"is how Haruaki De- | 
 guchi, a finance planning manager at 














age of ¥20.5 billiorf or 
around .US$140. mil- 
tion. One Nippon Life 
fund manager, Yuji Mi- 
nakawa, has at his com- 
mand a US$20 million 
global fund for short- 
term buying of “hot” 
stocks alone. Bv con- 
trast, European fund 
managers based in 
Hongkong or Singapore 
often handle funds as 
-small as US$1-2 million. 
', Equally incredible is 
the fact that none of the 
assurers. has a single 
| domestic branch charg- 
ed principally with in- 
.estment. responsibili- 
ies: all branch staff are 
.. employed in.sales and 
administration. It has only been in the 
past year that Nippon Life and its fol- 
lowers in the group of 24 have begun to 
plan for the assembly of head-office 
teams of stock analysts, fund managers 
and traders. 


24.3% ; 
Life companies 






Hen to trade is often cited as 
Wthe worst deficiency in the assurers' 
investment habits; Responsible Austra- 
lian merchant banks recall several times 


| advising, if not warning, some Japanese 


life assurers to ditch Australian-dollar 
bonds before the currency crunch came. 


| Citing long-term investment goals, the 


assurers declined, and got out at the 
very bottom, when the Australian dol- 
lar had plummeted to below the X 100 
mark from around ¥210 in January 1984. 




















pertise 
versifi- 


| nent of their total portfolios, a result of | 
| the trend towards debt securitisation | 


ind also cut-throat lending at little more 
than cost by Japanese banks. — ^ 
p * This could have implications for 
. | their investment in Tokyo as well as 
| foreign stocks. Without naming names, 

ers: are appalled at 












The funds are not supposed to be man- 
aged. on a discretionary basis, but at 
. | least some of the money has been fed 
p into broker-churning vats to 
 . commission income. ZEE 
Japanese life assurers are permitted 
to manage up to 3% of their investment. 
funds on a discretionary basis. The re- 


: mainder must be allocated in propor- | 


he major assur- |- 


generate | 





 Peking's portplans williboost Hongkong into t 


By Ellen Salem in Hongkong 


H ongkong's position as China's prem- 
| | sed impor- | 
tance since Peking adopted its open- | terna 
to be threatened by Peking: ambitious ` 





“Hier port, with its ado 


plans for port expansion over the next 








entrepot. 
However, 


hinterland extends far beyond the bor- 
ders of neighbeuring Guangdong pro- - 
. vince: Under-estimation of central and |. 
to. Hong- 


north China's contributio 





tions determined by the Insurance oe 


Council, an advisory body to the Minis- 
try of Finance. The 3% rule is harsh, 


and compares with, say, 15% for US as- | | : 


surers operating in the state of New | | 


York. But as small as the proportion 


may be, the assurers would like to man- | Tie 


age the funds at their own, not their 


|. brokers’, discretion. - 


“For US stock investments, life assur- |. 
ers are tending to adopt a conservative - 


approach. Some fund managers say 


|; they will not buy a USstock until it is re- |] : | 


commended by at least three analysts 

whose track record is proven. Balance- 

sheets must look good not for one year 
| but for at least five. ~ AN 


“Analysing factors such as price-earn- 







-foreign-stock investment decisions is 
helping the assurers cast some of their 
. | own Tokyo stock trading in a more ra- 

"| tional light. Major foreign merchant 
| banks and stockbrokers: have sensed 
| this gradual change in attitude and, in 





^| amaffort to win more business, are hur- - 


| riedly translating their Tokyo market 
| reports into Japanese for distribution to 
^| the assurers and other institutional in- 
vestors. < 5o | B 

E Dum Before, 
| held that not even a tiny segment of this 

| business could be wrenched from the 
claw-grip of the Big Four Japanese 

| | brokers — Nomura, Daiwa, Nikko and 
| Yamaichi. But there have been some 
recent foreign successes, and con- 
sequently a revision of the view that for- 
igners can succeed only in selling 
reign stocks in Japan. “Blue eyes or 
ayes, we do not make the distinc- 
ny more;" says Nippon Life's De- 
‘We accept the best advice, and 
rice — Bruce Roscoe 


















ings and price-book values in making. 


| calculated risk. $20 0 


t was almost universally - 








kong's China trade could 
for long-term port dev 
Hongkong inte more of a ; 












Between 1979, when C 

its open-door policy aimed 
ing foreign trade and inv 
the end of last year, ocean 
flying the Chirese flag cal 
kong increasec more than: 






x-foid. from 
age handled 























River trade over the same period 


also posted impressive gaias, with calls 


by craft from ports and quays along the - 


Pearl River Delta (excluding Macau) 
growing three-fold to 4 
tonnage incrézséd by 340% 





.trom 2 mil- 


-| lion tonnes in 1979 to 8.8 raillion tonnes 





m 
S ; 


fes 


*Projéction basés on tst quarter 1987 figuras. | 
HEVICWGRAPH by Ricky Hun 


| foreign-trade ships — both Chines 
1 | foreign flag — averaged 11.1. dé 

| 1985. Smaller- coastal and rive 
> | fared mueh better with ju 
nalaunched | port time. However, turn-roun 
t encourag- : H 
tment, and 


| tic ships and 8.7 days fo 
ships. In contrast, port time 


averaged about 13 hours last year \ 





days. 
port management and high 


| high value-added produ r 
1096. Cargo | 














he 1990s i 





g's pr 
cat 





























container vessels (apart from. 
undeveloped harbours in 
< Zone, bordering Hongkong 








China's . container . facili 
. though. growing, is small. — jus 
315,000 TEUS last year compare 
with 2.8 million TEUs in Hongko 
— arid conventional ports are ha’ 
ing difficulties handling the rapic 
rise in trade. Road and. rail link 
- are poorand port back-up faciliti 
inadequate and badly managed. 
1985 the backlog in. stc 
§ facilities in Shanghai was so: 
that the army was called in to c 
"outtheterminals. |... 

























§ Turn-round. time in. Chin 
§ ports is among the slowest. in A 
















and costs among the hig 


ES 


tics, the © turn-round . time 


for both foreign- and domesti 
ships had risen compared to t 
ous year — up from 1.6 da 








kong's Kwai Chung containe 






turn-round time for conventiona 
mixed-cargo vessels averaged abou 
According to several shippers, poi 
: costs . 
China have been responsib 





central-and northern a 
south in Chinese vessels, 
the: 10,000-tonne ck Of, 

























port have to pay to move to the head 
of the queue. Clearly, the system 
fits port authorities keen. to de- 














ran 
lo much. to alleviate bottlenecks. 
owever, the reluctance of local au- 
rities to implement managerial re- 
rms does not augur well for rapid 
provements. =o o = m 















rt development 





land's general cargo foreign-trade 


JOf the Rmb 10.6 billion (US$161.2 
ion) set aside for port construction, 
lion will be used.to construct 





he Bohai Sea. in north 
na. ^od e 
These ports are used, and will. 
tinue. to be used. for pe- | 
Oleum and grain exports, as | 
wel as shipping coal from 


— Indeed, much of the planned || 
evelopment is aimed at increas- 
ing coal-handling capacity in an | 
effort to.alleviate China's energy 
shortage.. Freight. volume, ex- 
clusive of coal, is projected: to 
tise by 23% and reach 600 mil- $ 
Hion pu 1990, while.coal- | 
handling capacity is forecast 
to increase 51.5% to 500 mil- 
Hon tonnes over the. same 


















i 






rall, much of the rise in. | 
andling capacity will be for the w 
estic market. Excluding ex-- 







he Yangtze and will therefore benefit 
internal trade far more. than foreign 





trade. 







tinal in Shenzhen's Da Peng Bay. 
gue plans announced to date suggest 
' three-stage development of the site 

d be lengthy process. But the State 
which. controls the purse- 












| "and river p 
maximum use of I 
ater facilities to support 









system, in which vessels lined up in | 


as much revenue as possible from. | 
andling fees. A system in. which |. 
erminals. compete for business would 


hina's decision to forge ah c4 d with | 
; Beveropm under “its: five-year |. 
n is unlikely to do much to make the 


. more. cost-efficient than. Hong- 


n 60 berths in.six seaports 


nsion at coal ports, the total increase | 
in capacity will be 113 million tonnes, - 
ut 35% of this will occur in ports along | 


'he minister of communications has 
ust. given go ahead for.a container 



























tion. Almost all the loading and unload- 
ing of containers takes placeat the port 
itself, negating the advantages of door- 


.to-door delivery and rapid clearance. 
Until. China develops the supporting 
infrastructure necessary for competitive 
container cperations. Hongkong will 





SEVIEWDIAGRAM by Andy Tang and ivan Kwong 


continue to be the mainland's major 
container port. 


. «For the lenger term, however, con- 


flicting and imcomplete data on the 


China trade could make projections for 
| Hongkong port use a planner's night- 


mare. Statistics on Chinese imports and 
re-exports chrough Hongkong are 


gathered in value terms, but there is no - 


breakdown for volume, nor a com- 
prehensive sct of data on the geographic 


origins of Chinese imports and re-ex- 


ports. - 


..* Most shippers believe that Hong- 
kong serves as a port fcr south China, 


| with some marginal business originating 
in the central and nortbern provinces. 
| Research, however, suggests that cen- 


| | tral and north China contribute more to 


‘Hongkong’s role as the mainland's 





! e premier port than is generally realised. 
is | It is generally assumed that much of 
'y | the cargo that enters Hongkong via. 





million tonnes in 1986 — is retained in 








DO 

(10.2 million 
onsists of foodstuffs for Hong- 
consumption... According to the 
owloon Canton Railways, about 75% 
f the freight that arrives by rail — 4.8 











Hongkong. Most of it originates in Can- 


| ton or points further north. 


A random survey of published ship- 
ping schedules for 1987 indicates 
that most of the China traffic in and out 
of Hongkong originates in or is destined 
for ports in. central and north China 
rather than Guangdong. Moreover, 


| sampling by the Hongkong Census 


and Statistics Bureau show that in 1986 
about 80% of incoming cargo originated 
in Shanghai or ports. further north. 
Some 60% of outgoing cargo was also 
shipped north, — . . ^ u — 

On the basis of such figures, it ap- 
pears that as much as 50-60% of Hong- 
kong's re-export trade is with central 
and north China. This suggests that 
longer-term port development -plans 


must acknowledge that expansion of 


ports in those. areas could 
cut into Hongkong's entrepot 
role. 

At present, the container ter- 
minals at Kwai Chung consist of 
six berths with more than 2,300 
. mofquay backed up by about 90 
....ha of cargo-handling area. Last 
. year, approximately 2.2 million 
_. TEUSs were handled at the Kwai 

Chung container terminal. A 
further 800,000 TEUs were 
loaded or unloaded by lighters 
midstream.  . n 

. Terminal Six, scheduled for 
completion by late 1989, will in- 
crease handling capacity by a 
further 800,000 to increase the 
container port's capacity to 3 
million TEUs. Terminal Seven, 
which will be up for tender in the 
fourth quarter of this year, 
will provide. the capacity to 
handle an additional 800,000 TEUs. 

Current development plans do not 
extend beyond the construction of Ter- 


| minal Seven. According to Director of 


Marine Gerry Higginson, development 
plans for the next few years are based on 
à cargo growth rate of about 9%. But 
this forecast could- be too low. in the | 
short term. The volume of cargo handl- 
ed midstream in the first three months 
of this year increased 6196 over the 
same period last year, while the use of |- 
container port facilities has increased by | - 
about 22%. am pu 21 

A decision. on whether to go ahead 
with an eighth terminal will be made at 
the end of 1988 and would then take 
about five years to build. Planners will 
face a difficult task.i | deciding whether 
China's development plans will reclaim 
much of: the traffic that originates in 


central and north China for mainland - 
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. Growth opportunities worldwide 





PRIVATE BANKING 


WITH A SWISS OPTIO 


N ow American Express Bank (Switzerland) AG 


offers you the security, convenience and con- 
fidentiality of a private account in Switzerland — 
with important additional benefits. 

To start with, you have your choice of a full 
spectrum of global banking services: accounts in 
Swiss francs or other major currencies, investment 
advisory and asset management services, foreign 
exchange, precious metals. And all are provided 
with American Express Bank's traditional commit- 
ment to excellence. 


Utmost discretion 

Secondly, your personal Account Officer at our 
Zurich or Geneva offices is fully committed tc 
handling your affairs swiftly, accurately and with 
utmost discretion. He coordinates American 
Express Bank's worldwide facilities (99 offices in 
43 countries) on your behalf, supported by one of 
today’s most advanced telecommunications and 
computer networks, 

Our private banking clients enjoy still another 
exceptional advantage: access to the worldwide 
investment opportunities available through the 










American Express Bank Led. 


An American Express company 


Amesican Express family of companies — offering 
you many additional ways to protect and increase 
your assets. 

Finally, we not only meet your private banking 
needs; we also provide the broad range of personal 
serviees so valuable to the international client. 
These include American Express Bank Gold Card” 
privileges and our exclusive round-the-clock 
Premer Services;" for the personal and business 
trave! needs of certain clients. 

Your personal objectives 
As yeu see, our concept of private banking is truly 
exceptional in many ways. We'd be pleased to give 
you full details on how American Express Bank can 
help you reach your objectives. Contact us today. 
In Hong Kong, telephone 5-844 06 88; in Singapore, 
22-023 11. 


Amercan Express Bank Ltd. is a wholly-owned subsidiar) 
of American Express Company, which has assets of more 
than T8899 billion and shareholders’ equity in excess of 
USSS 7 billion. 





AMERICAN 
EXPRESS 
BANK 











Exceptional service in private banking 
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To convey speech, text, 
data, even pictures by wire 
has been possible for some 
ime. To transmit all these 
Signals over a single pair of 
wires is new, exciting and 
infinitely more effective. 


SDN, which stands for 
integrated Services Digital 
Networks, is a new world 
standard for combining all 
communication functions. 
Siemens not only stays 

in the forefront of digital 
communication systems for- 
public and private networks, 
it is also the first manufac- 
turer worldwide of the high 
integrated, economical, 
ow-power ISDN chips. 


co 


Only high technology will 

solve the problems of the 

future: in develooment and 

application, Siemens is 

out in front. 

For further information 
lease write to: 

siemens AG, ZVW 16 

> O.B. 103a 

D-8000 Munchen 1 


High-tech 
from 
Siemens 
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Yet, here you are in Asia, only hours away. For more information about Bali, call 


your Garuda Indonesia airline office. «e Garuda Indonesia > 








The Minolta 7000. 
The world's best-selling and 
No.1 award-winning autofocus SLR. 


Minolta s Hi-Tech autofocus technology that revolutionized SLR 
phorography. Astonishing speed. Brilliant accuracy. Incredible 
ease cf operation, even in flash photography. They re all 
convincing reasons why the Minolta 7000 is the number one 
choce worldwide. Isnt it time to take a firsthand look at the 
autcfocus SLR that's second to none? 


THE HI-TECH AUTOFOCUS SLR } OOO 





THE FIRST REALIST 
GLOBAL EQUITY 


Introducing THE SALOMON- 
RUSSELL GLOBAL EQUITY 
INDEX?"' and THE SALOMON- 
RUSSELL NON-U.S. EQUITY 
INDEX? 


In one highiy effective packag 
Salomon Brothers Inc and Frank 
Russell Company bring global equi 
managers the first real:stic picture c 
the universe of international equities 
available for foreign investment. — 
These indexes are: 


TRADEAELE : 
All closely-held, iliiquid and restrict 
ed issues are eliminated. 

CONSISTI :NT | 
The eighteen local indexes combine 


with the Russell 1,000 are weightec: 
according to the market capitalizati 

































ARK Mori Building, 1-: 







Exchanges/ SIPC. 





terrce marka of Salomon Brothers 












3.32 Akasaka, Minato-Ku, Tokyo 107 


NEW YORK. Salomon: ‘Brothers Inc, One New York Plaza, New York, NY 10004, USA- > 
LONDON: Salomon Brsthers International Limited, Victoria Plaza, ill Buckingham Palace 
Road, London SW1W £33, England. FRANKFURT/M: Salomon Brothers AG, Große - 
Gallusstrafe 10-14, Fre: wikturt am Main 1, German 
Stadelaoferstrasse 22; 33024, Zurich, Switzerland. 
Chicaco, Dallas, Los Aageles, San Francisc 


Sie snd Frank Russell Company 












actually available to toreign investors. 
So, they provide for standardized 
comparisons worldwide. 


FLEXIBLE 


Qver 700 sub-indexes provide the 
ability to implement strategies derived 
from regional, country, or industry 
perspectives. | 


FULLY-DEVELOPED 


The Salomon-Russell Indexes are 
accompanied by a data base of over 
10,000 issues representing more than- 
40 equity markets worldwide. 

The Indexes are supported by 
Salomon Brothers’ research, capital | 
commitment, and unparalleled execu- 
tion capabilities in markets world- 
wide. For an cverview of our approach 
to the global equity markets as detail- 
ed in our report, International Equity 
Analysis, contact Salomon Brothers. 










































. ZURICH: Salomon Brothers: ne, 
THER OFFICES- Atlanta, Boston, 
co. Member cf Major Securities and Com: : odities 





























Exclusivity 


Sought after by many, acquired by only the few. 
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e. THERE has been much confusion in 
-i Tokyo of late as to the distinction be- 
“|. tween a Japanese private placement and 
public offering. Wags say there really is 
io difference at all, because both dis- 
lace the public with private offers. Of 
course, the subject is still the sale of 
-| shares in Japan's telephone monopoly, 
NTT. The monopoly's share register at 
March shows that the nine biggest 
areholders, after the Ministry of Fi- 
nance (MoF), are all trust banks and 
Sumitomo Life Insurance Co. In 10th 
place are NTT employees. The MoF 
ow holds 14.28 million shares, while 
4.95 million are listed. 
“It is strange how institutional Japan- 
se investors seem always to know pre- 
cisely the right amount to bid in such a 
-4 (public) government share tender. The 
| other explanation for this grouping of 
|. $imilar-suited shareholders is that finan- 
| cial institutions of the power of Japan- 
| ese trust banks can bid any share price 
up às high as necessary to shake out un- 
|. desirable owners. 
4 The MoF, which knows a high share 
|. price when it sees one, has decided to 
1. sell all remaining NTT shares later this 
| year, rather than in stages over the next 
| four years, as earlier planned. A syndi- 
_| cate of 20 (Japanese only) brokers, led 
| by Nomura Securities, has been ap- 
qe pointed by the MoF to buy the shares at 
.| a 3-596 discount to the market price, 
| which is now. hovering at about ¥2.8 
] million (US$19.42) — not quite double 
the low for the year — for a modest Ja- 
panese price/earnings ratio of 277. 
| Thirty-five foreign securities companies, 
_| licensed to underwrite, will be included 
in a sub-syndicate of 94 brokers. 
€ JUST when investors were beginning 
to tire of weight-of-money guesses, 
which hold that Tokyo stock prices rise 
^] because the market is "liquidity-driven" 
-F (as if markets could be driven by any- 
thing else), Barclays de Zoete Wedd has 
produced. a study which actually ex- 
he relationship between excess 
dity in Japan on the one hand and 
both rising domestic stock prices and 
| higher Japanese investment in foreign 
.] equities on the other. Barclays argues 
“that Japanese capital markets will be 
|-awash with money for some time. 
» But this study was the more remark- 
able for concluding that the major risk 
to the Tokyo market was not the supply 
of funds, but "rather a secular change in 
| the supply of equities, which would alter 
e gemand/suppty balance seen thus 



































" iquidity would be drained neither 
as a result of government share sales 
such as NTT nor convertible-bond is- 

| sues, because the money raised in these 








. ment paper, sc somebody 





TSE trading floor: liquidity power. 





liquidity. The government would use 
the share-sale proceeds to redeem 
bonds, or spend on public works with- 
out issuing new bonds for tlie purpose. 
Investor funds, therefore, would buy 
NTT shares instead of new government 
issues. Similarly, money raised through 
convertible bond issues wou d be chan- 
nelled straight back into one 'stockmar- 
ket or another, continuing t^ e trend of 
Japanese manufacturing cony 
dabbling in “financial engi ocring” 
“zai-tech.” 

Cross-holdings. are old hit in Japan, 
but the Barclavs s study estime 
much as 60-70% of all out 
panese listed shares are eff 
zen, by holdings designed 
tight business ties and guard ae 









anding Ja- 
ively fro- 
to ensure 
igainst un- 


welcome predators. This means that. 
more than half of all Tokyo shares do - 


not figure in share turnover and there- 
fore are inconsequential to share prices. 
The danger is that were corporate 
profits to deteriorate, perhaps as a re- 
sult of a still-higher yen, firms 





` tempted — or forced — to sell « off big 


blocks of shares. 

e SHROFF has wondered these past 
brave, Or silly, enough to bey Eurodol- 
lar bonds, rather than hold “heir invest- 
ments in the rising yen. Japanese com- 
panies went to London to rzise millions 
in Eurodollars for transshipment across 
the Atlantic into US stocks and govern- 
omewhere 











must be holding them. : 

When a snippet of a Eured 
was found among the papers of the de- 
parted father of a close friend of Shroff's, 
the mystery really was no mystery at all. 
The sale had been made ogly recently, 
from a batch o? bonds underwritten by 
one of Japan's Big Four brokerages. 
Shroff wonders how many ether elderly 
and ill Japanese were mercilessly 
targeted by Big Four salesren, whose 
bosses knew better than o hold the 


| bonds i in the company or client account. 


tor John. Richardson, if we implied c 
wise. But the document s dis 










tes that as: | holdings between Base and Crus 


_ Wittgenstein’ S question: “What is. the 


rest toiling in the Brazilian jungles on 







® JUDGING by the latest a 
tions of Australia's National 
Companies iti 
Commission, Lee Ming Tee 





few credibility problems. ES 
Shroff would like to give hi 
heiping hand by assuring reat 
ers that remarks made: 
| Shroffin the 14 May 
. not intended to cast d ub 
the accuracy of the « 
issued by Wormald 
associate Crusader 
ments in connection with 
acquisition of Brazilian- 
mining. leases from a priv 
company called Chience. . 
The admirably detailed Crusade 
document made it clear that the sha 
holders in Chience, two othe pr 
companies called Fiscal Adv itage 
Northern Territory Resources 
were "not associated with Crusader 
Sorry, particularly to our old mate i 
Hutchison Whampoa managin; 






































































Base Resources. There ore eee: 


This Shroff will be off on 
contemplate linguistic. philo : ph anc 





meaning of the meaning of a word?” 
But before he goes, he sends good luc 
to Lee Ming Tee, lan MacNee and the 


shareholders' behalf — not least those 
who bought Gartmore's Oriental Ven- 
tures Trust this year on the basis that it 
was the world's best-performing fund 
last year. Its 312% rise in 1986 wa 
partly thanks to holding a big slab of 
Crusader shares and warrants and 
more to sharing in the B 
bonanza through NTR. At en 
the (unquoted) NTR shares. constitu 
12% of the trust assets having. 
according to the managers, a 
rise in the previous six month: 
So far this year the trust | n 
performed the world despite the orier 
tal boom. One reason might be th. 
Oriental's underlying assets are most! 
outside the orient — in Australasia and 
Brazil. But not to worry. It still has one 
rabbit to bring out of the hat — un- 
quoted shares in Brazilian platinum 
leases which surely will be worth asm 
fortune one of these days. It all make 
Shroff we nostalgic for . 
(circa 1971) when the. Ai 
boom coincided with. a 
trust boom and “high in 
were loaded up with Poseid 




















By John Mulcahy in Hongkong 






in Hongkong hoping for a less in- 





parture of Banking: Commissioner 
obert Fell will be disappointed. His 
successor, Tony Nicolle, on second- 
















to be a tough regulator, and off- 
lance-sheet financing, a recent spe- 











e under particularly close scrutiny. 
Remarks coinciding with the distri- 
tion of proposals for the redefinition 
jJles within the Hongkong banking 
tem suggest that Nicolle is likely to 
iw heavily on his British central bank 
perience in regulating the territory's 
nancial sector. Set to succeed Fell as 
anking Commissioner in 
ctober, Nicolle hàs given 
idication of the super- 
sory: structure he will in- | 
all or indeed whether he © 
has any intention of ap- - 
pointing a successor as | 
"deputy commissioner, a 
* position created for him. 
A cabal of four assist- 
ant commissioners exists - 
_ below the deputy commis- 
sioner, but opinions vary 
on their ability to adapt to | 
the role of qualitative 
supervisors, with some 
discretion over key bank- 
ing requirements, from 
the regimented watchdogs. 
f old, "with their simple 







































Nicolle has expressed concern that 
he banking issue has gone off the boil 
ince the searing crises of 1983-85. He 
elieves this may act against him. 
“When banks are failing, and the ad- 
renalin is flowing, there is a readier ac- 
ceptance of the need for supervision, 
there is preparedness to will resources, 
pass legislation and cooperate with the 
supervisor. With crises passed, people 
tend to relax, and supervision risks 
being forgotten,” he says. 
Nicolle is expected to build on the 
systems set in place by a Bank of Eng- 
and colleague, Richard Farrant, who as 
pecial adviser to Fell accomplished 
much in establishing the commission's 
regulatory mechanism. The iconoclastic 
Farrant alienated the Hongkong estab- 
lishment by calling for the abolition of 
the oligopolostic interest-rate agree- 
ment and suggesting troubled banks 
should be allowed to collapse. 
Nicolle's entry to Hongkong has 
been less dramatic, but there is little 
































l ‘ough i in spirit only 


No regulatory relief in sight for SIOQQSong: s banks 


B: anks and other financial institutions | 


tense supervisory regime after the de- | 


nt from the Bank of England, is- 


ty of Hongkong institutions, will - 





: doubt that he will have taken counsel | 


from Farraat befo-e taking up the dep- 
| uty commissioner’s position. 


Although most of the six options 


' contained im the banking proposals have 
' been aired in various forms for.at least 


two years, banks and deposit-taking 


companies _DTCs are being asked for 
the first tirae to 





make suggestions di- 
rectly to the Bankizg Commission. 


The firstof the cotionsisthe creation | 
of a limitec-service bank category; the 


second provides for no change at all 


until after 1988; the third and fourth are 


"moderate-change options; the fifth, 
providing fer structural change, would 
converge licensed anc registered DTCs 
into a singie grouping; and the sixth 
"porate the fifth option, as 
well as creating a layer of 
licensed banks with re- 
strictions on their ac- 
tivities. 

At the eats of the ef- 
forts to redefine Hong- 
kong’s. banking system is a 
determination to tighten 
the qualitative and quan- 
titative framework within 
which the territory's banks 
and DTCs operate. Under 
the 1986 Banking Ordi- 
nance institutions will 
have tə meet specific capi- 
tal adequacy criteria, 
ranging from a minimum 
of 5% across the board to a 
maximum of 8% for banks 
and 10% for DTCs. 

DTCs have complained 
of discriminatory z:titudes in existing 
legislation amd in the bank proposals be- 
cause of the less fzvourable weighting 
attached to DTC cebt in determining 
bank ratios and the limit of 25% on fi- 
nancial exposure to anv single party. 





A to the Banking Commis- 
sion, DEÉCsowred by foreign banks 
with a licensed branch in Hongkong re- 
present the biggest group falling below 
the statutory capital adequacy ratios, 
which become binding in September 
next year. OF 84 such companies, 38 are 
above the outer limit of 10%, but 31 
have a ratic below the lower limit of 
5%. Some of these are only marginally 
below 5%, and the commission con- 
cludes that 22-25 DTCs in this category 
would have difficuky meeting capital- 
adequacy requiremexts if enforced now. 
Of these, more than half are Japan- 
ese DTCs, which are funding on the 
strength of their parent banks’ balance- 
sheets, and fall we? below capital re- 


quirements. A war of wills has been | 








| Banking Bill, and has ranged from sug- 
-| gestions that Japanese institutions could 
pack their bags and transfer interna- 


| adequate, anc 





tional syndication business to Singap®re 
or elsewhere, to more conciliatory ex- 
changes that implore consideration of 


 limited-service banks. 


The DTC Association has asked for 
the creation of a revised three-tier struc- 
ture, comprising licensed banks, mer- 
chant banks and deposit-taking com- 
panies. The new merchant bank cate- 


gory would recognise the situation al- 


ready. in.existence, where DTCs have 


built up their securities, corporate fi- 
 nance and fund management activities. 


A degree of status is also involved, with 
licensed DTCs, especially. those con- 
trolled by banks, of the. opinion that 
they are worthy of the title “merchant 
bank", in preference to the seme wnat 
tarnished DTC tag. ue Seta 

A curious ped oft 










prohibits the us of E he te | Um 
the title of any organisation r ot spécifi- 
cally licensed as a commercial bank. _ 
Fell was: unmoved by Japanese 
threats, and Nicolle seems equally de= -| 
termined to apply his rule without fear 
or favour. An exodus to Singapore by 
Japanese institutions, while regrettable, 
would not prompt any relaxation in 
supervision, Nicolle says, arguing that 
Hongkong should not gravitate to a 
common level of supervisory laxity. 
Attention has been focused on the 
numerical pertinence of statutory capi- 
tal-adequacy requirements. Nicolle is 
clearly of the view that such strict 
parameters are best omitted from legis- 
lation, and left to the supervisor's dis- 
cretion. In the UK, the Bank of Eng- 
land has the Jouer to decide what is 
even though the super- 
visors do have their own guidelines, 
these are not disclosed. 
While conceding that current legisla- 


| tion does give the Banking Commis- 


sioner considerable power, Nicolle is 
disappointed that some of the rules ap- 
pear directly in the Banking Ordinance 


. instead of in supervisory guidance pro- 


cedures. “I think that my apprehension 
is greatest with respect to the risk-asset 
ratio,” which, he says, could lead to a 
situation where perceived capital | 
shortfalls may be debated between the © 
commission and a bank or DTC's law- 
yers, rather than by the bankers. E 
“If supervisors and bankers become ..| 
mesmerised by the letter of the regul 
tions, and not by their spirit, sound . 
supervision and sound banking are | 
weakened,” Nicolle told a recent con- — 
ference. Stating his clear preference for 
supervision over regulation, Nicolle of- 
fers as his philosophy for the Banking | 
Commission a determination to root out -| 
imprudence in banking and to encour- * 
age high standards, rather th 
monitoring. slavishly breaches of. 



















f cousations s fly over airport c concession 


B Michael Westlake in Hongkong 









ind tobacco concessions at Hongkong's Kai Tak airport 
ht look like a storm in a tea-cup. But at stake is up to 
$4.76 billion (US$609 million) in guaranteed roy alties for 
th territory's government. 

he losing bidder is Duty. Free Shoppers, which operates 




















lavish parties. 





involved in the territory’s retail sector through 
y Stores and other outlets and is backed by main- 







film star Fu Chi. 








| declared successful several weeks ago. However, when the 


1 amount bid was disclosed on 26 June, Duty Free officials- 
| were outraged and accused the Civil Aviation Department 
and the Hongkong Government, which awarded the franch- 


E: ise; of being unable to analyse Kiu Fat's business plan. 

l] ^ Kiu Fat’s bid, which is estimated to be about 25-30% m 
i than Duty Free’s, involves paying the government a gua 
| teed royalty on liquor and tobacco sales of HK$450 mil 


| forthe first year, increasing by about 8.5% a year thereafter. 


|... Duty Free said this was impossible to achieve, and that = 
T Kiu Fat was bound to lose an estimated HK$1.4 billion over 





.| the eight-year period. It accused the government of accept 


j  ingthe highest bid regardless of the potential damage it could | 2 
| do to Kai Tak'simage if services deteriorated because of Kiu | 


| Fat s alleged inexperience. 


Duty Free said Kai Tak generated HK$600 million in sales | 


| last year, of which about half was taken by the cost of goods. 
Different. accounting years. make. direct comparisons dif- 


| ficult, but from 1 September 1985, to 31 August 1986, it - 
nt of HK$253. 4). 
987, it paid. a || 






| guaranteed the government a. royalty pay 
| million, In the. financial. year to 3l Marc 
| royalty of HK$269.1 million.. & 
















royalty" calculated from revenue from liquor (4096), cigaret- 


Yort of the guarantee, there is no matching refund: 

— Duty Free said that because of the scale of its operations 
its airport business was characterised by huge volumes traded 
at: vafer-thin | margins. It said that this year it was “struggling” 
and that in recent years it had made losses at Kai Tak because 








st part of its market. 
Kiu Fat dismissed Duty Free’s comments as "sour grapes" 


| and claimed that the actual royalty paid last year was about | - | 








| HK$300 million. The company said.its bid was. based on an 
expected doubling in the number of Japanese tourists and the 
prospect of easier travel for visitors from South Korea and 


id other currencies was also a factor. 
ike Duty Free before it, Kiu Fat has had to put up.a bank 


guarantee of six months’ estimated royalties. as a perform-..|. 


| ance bond. And in the words of a government spokesman: 


¿by the bank guarantee." 


ow created by the losing bidder for the duty-free liquor - 


e outlets worldwide and has held the Kai Tak conces- . : | | | 
26 years. Among its four shareholders is millionaire | f> 
ller who, with his wife, is well knowni in Hongkong 


nning bidder is Kiu Fat Investment Corp., *ehich 


ese interests. Its chairman is former leftwing 


| . But the real star of the show is money. Kiu Fat's bid for a T 
.| the eight-year airport franchise from.1 September this year. | - 
| — five years guaranteed with an option on three more — was | f- 













|<. Under the royalty system, the MN EE holder has to. i 2 
< pay the government the difference between the guaranteed | |» 
sum estimated. at the start of the franchise and the "actual. | 


tes (25% ) and other tobacco (10%). If the actual royalty falls. ie 


urrency fluctuations. Terrorism and political unrest had i4 
educed the number of Japanese tourists, who form the |. 


. purchasing power. 


aiwan. The depreciation of the Hongkong dollar against the ; 


| “In the unlikely event ofa business failure, we are protegted : 
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By Nick Seaward in Kuala Lumpur 


T former president and a former 
executive vice-president of Hong- 











ur in a coordinated international 
ohice operation on 26 June. They are 


piracy to defraud, conspiracy to steal, 





NO other former Ka Wah executive 


longkong police on similar charges and 
re believed to be in Malaysia and 
Taiwan respectively. 

«The Hongkong Government came to 
the rescue of Ka Wah Bank in 1985. 


over - 
International 
Corp. 





amount to some  HK$3 billion 
(US$384.6 million) — remained with 
_ the government. 

. The recent arrests show just how 
. great that deficiency is likely to be: at 
. the session court hearing in Kuala Lum- 


—€————— dnlg aN: 































= resh from a highly successful meet- 
ang of the Inter-Governmental 
oup.on- Indonesia (IGGI), at which 
$$3.19 billion in aid and soft loans was 





'ressing optimism unheard of recently. 

... “We have turned the corner,” said 
Minister. for National Development 
3. Sumarlin on 25 June. He went on to 
ategorically deny any intention on the 
part of the government to devalue, re- 








rency controls. 


financial-aid packige agreed at the 
3GI meeting. The World Bank had re- 
ended that Indonesia receive at 


: the type of financing offered. The pack- 
age of bilateral and multilateral com- 
 mitments (US$1.51 billion and. US$1. 68 
billion respectively). comprises in- 
creased rupiah financing and untied 
(pragramme) loan components: along 
with increased flexibility over project 
financing. a 

-The untied loan component, US 


Hongkong seeks extradition of former bank directors 


| kongs Ka Wah Bank, brothers Low. 
Chung Song and Low Chang Hian, were- 
detained in Singapore and Kuala Lum“ 





ecf to extradition proceedings to 
gkong on numerous charges of con- 


se accounting and other offences. 


residents, Victor Tan Khai Chong and- 
w Chun Seng, are being sought by the 


In June last yeat, Ka Wah was taken | 
by  Peking-controlled | China | 
Trust and Investment | 
though responsibility for the |i 
bad loans — thought at the time to |’ 


A boost from IGGI 


. necessary 


pledged, Indonesia's planners are ex- | 


. facilitate the compl-*tion 


:'hedule debts or impose foreign cur- 
| medium- 
_ Part of the euphoria stems from the” 


:$2.5 billion (the same nominal 
s last year). More. significant i is 


Hongkong- den Asean Resources, 





| ing on a flight from Perth; 










| | | E wil ‘reveal a "total deficiency in "the 
| pur on 27 June, senior federal counsel 

John O'Hara said that the 92 charges 
faced by C. H. Low relate to M$293 mil- 
|. lion (US$1:6 million) — equivalent to 
 HK$900 million. These include a total 
of HK$230 million to three directors of 


bank's fund of HK$4 billion. E: 
ests are the culmination of 
d nine- month: investigation involving 
‘Hongkong’s Independent Commission: 
Against Corruption, officers from the 
Hongkong Attorney-General’s office 
and a team of loan-recovery specialists 
— acting on behalf of the Hongkong Gov- 
ernment. ^ — ; 
As it turned. out; the months of hard 
work by the team came very nearly to 
nought. Only the arrest of Low Chung 
Song, the eldest brothér, went as plan- 
ned: he was apprehended. at Singapore's 
Changi Airport upon his arrival. ona 
flight from Taiwan. — 











































C H. Low was ranap to be | 
s detained in Singapore after arriv- 
“but was | 
picked up in Kuala Lumpur a few hours 
later at the offices of his stockbroking 
firm, Ariffin and Low Securities, by a 
party of Malaysian police originally de- 
tailed to arrest Victor Tan. Unknown to 
them, C. H. Low had caught a flight 
back from Australia the day before. Tan 
could not be located and the third Low 
brother, Chun Seng, was variously re- 
ported to be in Singapore. then Kuala 








milion of the. tote 
pledge, will help pzy for 
ports even 
though individual conor 

edges con:ain va-ying 

imitations cn their use. 
The rupiah compcnent 
of the IGGI package will 


1 


» o 








of many delayed pro- 
jects and the start-ep of 
new. ones, obrovidiag a 
te long-erm 
boost to employment and growth. The 


“stated project prior ties are for clean- 


water, flood-contro , irrigation, roads, 
plantations and fisheries. 

The government denies the IGGI 
pledge will have a se-ious impact on the 


already bad debt sitaation (with public 
and private debt tcetalling ` US$37 bil- 
lion). | 


But. the need for austerity remains, 
at least for the next hree to five years, 


with the major ques:ion being how far ` 
} growth indices can oe allowed to fall} 


with more beit-tighte eios From govern- 
ment calculations of l 5 








NDONESJA me 
g CONSUMER S 
li ince INDEX B 


———À ever, the fact that pres- 





"GDE growth de 


INDONESIA 


ofi 9%, and 2. 5% last year, the predic- d 
tion for 1987 is 2-2.5%. This is regard- 

ed as manageable. ‘but | 

bal EP dod ‘a rate 
"of 4-5?6. is. needed if 

~ yearly aces in the 
labour force are to be ab- 

sorbed. WS ae anh 

*. The > ‘currént-account 

q deficit, estimated by the 
IMF to be US$4.23 bil- | 

| lion in 1986-87, could | 
- drop to US$2.5 billion | 

|| this year, according to "E 

$ official estimates. How- 











sure is on for all of the IGGL. money to 
be spent should increase the deficit by |. 
perhaps. US$200-300 million above that 
devel: - 

But there are other sources of o 
timism: the oil price of over US$] 
' barrel is pleasing planners who based 
this year's budget on a US$15 estimate. 
Sumarlin claims, without proffering fig- 
ures, that national i income is on the rise 
and non-oil export revenues are increas- 
ing. He highlighted the export of | 
| plywood, textiles, pepper, palm oil, fer- 

tiliser, cement, chemicals and pro 
in this regard 2 and say s 





















Lurapu but sujfsequently it was learn- 
.ed he was in Taiwan. 
` s Although two of the four. sought by 
team are still at large, the arrests of 
*H. Low and Low Chung Song were 
i impdttant to the success of the opera- 
ion. In opposing bail at C. H. Low’s 
first court appearance, O'Hara told the 
udge that "there is a real danger here of 
tnesses being tampered with . . ." 
hould Low be released on bail. O' Hara 
eferred the judge to a section in the in- 
formation for the warrant of arrest, 

: which alleged that C. H. Low warned 
.'à “co-conspirator” named Peter Boey 





























- some of his colleagues that if they re- 
- vealed how Low had used them to front 
for. bogus loans from Ka Wah, “he 
^[Low] would look for them upon his re- 
ise." 

"O'Hara also told the court that C .H. 

— Low was facing charges of having com- 
-mitted 17 offences of conspiracy to de- 
raud, 17 offences of conspiracy to steal, 





; fora commission as a director of a bank. 


"overwhelming evidence of the misap- 
"propriation of the Ka Wah Bank's 


; funds." He told the court that these. 


funds were channelled into nominees, 
. individuals and companies controlled 
by the directors. 
. fn his unsuccessful application for 


o tries.. 


| Money market movements have im- 
proved too. The third week of June saw 


-..the end of the latest run on the rupiah, 


< with Bank Indonesia (BI), the central 


| bank, recording surpluses of US$14-81 


s million in daily trading. The latest pro- 


. visional figures for MI money supply, 
| currency in circulation and demand de- 














Radius Prawiro had claimed that M1 


un. BI’s slowing down of M1 growth 
from 2% in February and another 2% 


an employee of Ariffin and Low) and | 


50 offences of false accounting, six of- 
fences of theft, one offence of soliciting 
an advantage and one offence of asking 


The federal counsel alleged that there is 


Fi investments are on the way in auto- 
motive-component and rattan indus- 


sits, show steady increases since the 
ginning of the year. Finance Minister 


versupply was a major reason for the 
. March, to. 1960 in April was an 
$ ort to control the pressure on the 
But interest rates are still in the 18- 


2095. range, levels reached during May- 
- June this year to help stem the dollar- 


"bail, Low's counsel offered to ; surrender 


Low's international and restricted pass- 
ports and claimed that if his client was 
likely to abscond, he would never have 
returned voluntarily from Aastralia a 
day before his arrest. Counsel also 
claimed that his client “comes from a 
distinguished family” and added that he 


was a respected businessman end chair- 


man of a firm of stockbrokers in Kuala 


Lumpur. He suggested that the loans by 
and the 





Ka Wah Bank were bona fide 
prosecution was s lcokin gaton > one side 
of the picture. i 

C.H. Low s next court appe ‘arance is 
scheduled for 1 September, 
time the Hongkong Governi ent is ex- 
pected to have 3,500 exhibits t support 
its case for extradition. Meanwhile, C. 
H. Low has appealed to the High Court 
for bail. 


The first Malaysian civil isuit Was 








filed by Ka Wah in the High Court on 


26 June, naming — among ethers — 
the Lows, Tan and the fosmer law 
firm of deputy trade and industry 





ter Datuk Kok. Wee Kiat, és defen- 
dants. 3 E 3 
In allege case a Lows desi : Tan, the 





Bhd, a hd company « 
two prominent Malaysian bus 
Mohamad illas and dis 


essmen, 
thman. 

































5y which | 


munis- 


(REVIEW, 26 Feb.). 


am Malaysia. The man who succeeded 


get the parcels subdivided into indi 


employee of Ariffin and Low), Doreen 


investigating team from Hongkong is | 
T ast anxious to interview in its attempt | 
| tounravel the tangled Low empire. 


to have obtained. 10 arrest warrants: 











publialy listed Paper Products \ was pare 
tially financed by Ka Wah in 1981 


-‘Kok’s former law firm (of which he 
was a senior partner until he was made a 
deputy minister in August last year), 
Mah-Kok and Din, is alleged to have 
been in breach of duty and negligence. 
while on retainer from Ka Wah as 
the ‘bank's adviser on its transactions 
















































Kok as senior partner of the firm, Loh 
Yoon Kwai, is alleged to have con- 
spired with with the Lows to defraud the 
bank.. ! 
- Also named as a defendant is 
Cristina Lim Oi Wah, who acted as 
guarantor of Zanadu's overdraft. The 
writ alleges that Lim accepted third- 
party charges on some parcels of land in 
Perak as security and then subsequently 
gave the land titles back to Zanadu — 
supposedly to enable the company to 








vicual building lots by the land author- 
ny E 


*he REVIEW understands that Gu 
tina Lim is Victor Tan's personal. 
secretary. She, together with Li Bee Ho 
(secretary to C. H. Low), Renee Lee (an 


Yong Ah Lin and Margaret Kwek Mooi - 
Moorform the core of a group which the: |: 





“The Hongkong team is understood 


from the Hongkong courts. The extent 
to which they would be exercised . 
seemed to depend on the extent to - 
which those named cooperated with the ‘ 
investigations. ; 

As the investigating: team has al- 
ready discovered, the Lows are well 
cornected in Kuala Lumpur and they 
are expected to put up an immense 
struggle to avoid extradi- 
tion to Hongkong. C. H. 
.Low is a Pahang Datuk 
and was recently granted . 
permanent residence. His 
political connections ex- 
|| tend to members of. the 
| government and he has 
boasted in the past of his 
social acquaintance witha 
senior member of the 
judiciary. The existence of 
this latter acquaintance ` 
was alleged by Nik 
Othman (who was with - 














Low when he was arrested 
in Kuala Lumpur) in the 
presence of the arresting | 
police officers and a soli- | 
citér acting fer Ka Wah. E 
According to local sources, there . 
was on the night of C. H. Low’s arrestan — 
attempt to shred documents housed in. 
the offices of a company called Eternal- 
Link Sdn in Kuala Lumpur's SEK b build. U 
Ing EUER C. H. Low has an office. UB 


/ buying spree. Even though analysts ob- 
^,serve that 2-3% movements in rates 
have little impact on growth, BI must 
continue to tread a fine line between the 
ed for credit for growth versus the 
need to keep the rupiah strong. Deep- 
seated scepticism in the business com- 
| munity about the pace of deregulation | 

remains a psychological hindrance to. 
both the rupiah’s stability and new in- 





























































































By Hamish | McDonald i in Sydney 


# Lee Ming Tee has met deep suspi- 
cion among investors and the renewed 
ttention of sharemarket regulators in 


business group. 


security and fire-protection firm Wor- 
nald International, in which his Sun- 
shine Australia won a controlling 3696 
stake early last year after a brief battle. 

- 1n itself, this should have won im- 
mediate applause from investors who 
have long had difficulty understanding 
the complex ownership web of Lee's 
empire, which aside from Wormald and 
Sunshine has four other listed com- 





neers Abigroup and financiers Hast- 

ings Deering Corp. and HDFI). 
"Wormald itself is regarded as ex- 

| tremely sound in its mainstream service 





-to drop off low-yielding manufacturing 
-arms and add new services while ex- 
^panding further in foreign markets. 


-Swedish-led consortium which recently 
the Royal Australian -Navy. Some 


_ analysts see this alone adding about A$5 
- million to net profit in the financial year 


-> But Lee's tidying-up operation has 
: been clouded by yet another brush with 
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| (US$120.1m) | 












HK$1:94m b 
(US$248,717)] | 









"| Nz$1789m | 
(735105 im) | 








ar. | ¥2011b — 
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alaysian-Australian businessman 


ie. latest reshaping of his Australian 


- Lee is planning a consolidation of the 
diverse group into its prime operation, 


panies (car-park operator Enacom, en- 


activities, as are Lee's announced plans 


-Wormald is also 25% partner in the | 


- gained the A$3.9 billion (US$2.8 bil- 
^ lion). contract to build submarines for 


just started. After an A$36.7 million. 
: profit in 1985-86, a profit of about A $43. 
: mu is tipped for the year just ended. 












Australian watchdog e: examines s Lee e Ming Tee shashdidihge: 


. the. National Companies and Securities 


Commission (NCSC). The Melbourne- 
based authority had earlier taken a close 


interest in Lee's suddenly withdrawn 
` bid for Hooker Corp. in 1985, and is still 


pursuing a case of possible collusive 
share trading in. Lee's companies in 1984 


and 1985. 
In mid-June, NCS officials visited. 


Sunshine's head office in Sydney with- 
out warning to take possession of docu- 
ments relating to shareholding struc- 
tures of the group. Shortly after, Lee's 
companies filed rotices. of changes in 
"substantial shareholdings” (above 





10% under Australian law), and Lee 


himself announced his resignation from 


all directorships, save that in Wormald, 


where he is executive chairman. 
This, Lee indicated in several state- 


ments, was a precursor to Wormald tak- 


ing over ali the group members, increas- 


ing its assets by about 50% to A$1.5 bil- 

lion. The key move wculd be a takeover 

bid by Wormald for Sunshine, which is- 
valued at about A$165 million. 


"he Wormald board announced on 
25 Junz it wa: considering such an 


“offer, at the same time moving close to. 
the 20% takeover threshold by adding 


about 9% of Surshine to its previous 
9% holding. To do this, it paid A$2.80 a 


share for 5.2 müliom shares held by 
"Tymora, described as a trust for the 
-benefit of Lee's w fe and family. - 


Wormald secretary, William Shan- 
non, said Lee had not taken part in the 


206 — Caan Bud a three-for-20 bonus issue. its 
1 international telephone service recorded; binds growth 
| than most other services. Aem 


i Profit contrasts with previous year's loss ol H 

Accumulated loss at end 1986 was cut to: 'HK$26. 69m 
following 
_{ HK$59.28m transfer from general reserve. 








5$390.7m 
(US$1&4.3m) 


NZ$153b — 
(US$9C5.3m) 


#730 78b 
(US$5.9b) 


At A$3.15 a share, 


discussion or decision on the purchase | below the A$3.60 of a few weeks ago. pg 


$ tothoseotthefirsthat. 


technically, he | 
ired to raga tech However, 





the. payment of a price of 35 A cents 


above the market level, for a stock not 
too tightly held, has raised. eyebrows. . 
Shannon said. it was justified by Sun- ~ 
shine’s net-asset backing of A$2.90 a 
share and earning capacity, and by the: 
opportunity of securing a large parcel. 

A bid from Wormald will have to 
wait until its results for the year ended 
June are ready, around mid-September, 
as Australian law requires financial data. 
not older than six months to be included 
in offer documents when, as expected, a 


share component is part of the offer. A 


share swap, or share-plus-cash offer, 
will be necessary for Lee to maintain his 
hold on Wormald, though it will proba- 
bly be diluted. (Sunshine' s holding in 
Wormald will have to be cancelled or - 
placed elsewhere as Australian com- 
panies may not own their own shares.) 
The NCSC, meanwhile, has not indi- 


cated whether evidence gained in its | 
mid-June call on Sunshine (which one. | 
newspaper called a “rai 
Sunshine director Alan Jones cálled a 
“routine visit") will lead to any action. 





Lee's group is also understood to be 
under the scrutiny of authorities in Lon- 
don and Melbourne in connection 


-with the HDFI affiliate. HDFI has 


.expanded its financial 
Hongkong and 


recently. . 
services in. Britain, 
Australia. | 

. While some investment analysts say 
all entrepreneurs" tend to get ahead of 
the necessary - paperwork and that a 
"secretive" Chinese business culture 


might be part of Lee's problem, the sus- 


‘hee and conjecture settling on him — 
is background, his original source of 
funds, his choice of associates and so on 
— has had a dampening effect on the 
share prices of his group’s companies. 
Wormald is well 






HK$426.51m capital. reconstruction and a 


ny expects results 1 in we second half to be simi 





























N orid Bank warns that em — and time — is running out. 


By Anthony Rowley in Washington 


less measures are taken quickly to- 


ounteract the imbalances in the 
orld economy, the next decade will be 
1e of protectionist barriers, economic 
agnation and possibly decline, the 
rld Bank warns in its latest World 
Development Report. 


While such gloom may appear out of 


ace when many economies and finan- 
al markets are enjoying robust 
owth, the bank makes clear the 

s unbalanced, achieved in many 


ses by manufacturing exporters at the - 


nse of commodity exporters. Con- 
ation of the growth is threatened by 


fundamental payments and trade imbal- - 


ances in the industrial countries. 

“The world economic recovery that 
started in the US in 1983 is slowing 
"down," says the report, published on 1 
daly. ‘Last year was the “second succes- 
sive year of sluggish growth in the world 
. economy. There was little progress in 
. reducing international payments imbal- 
ances and the debt problems of the de- 
veloping countries persisted. Another 
year of limited progress has made deci- 
sive policy action in the near future all 
The more important.’ 
=o *What buoyancy there still is in the i in- 
E ternational economy stems largely from 
the two years of rapid growth tn the US 
after 1982, peaking at 6.6% in 1984. The 
pace of recovery in the US and else- 
where in the industrialised world slack- 
ened in 1985, so that real growth in the 
major developed-country group fell 
| on 4.6% in 1984 to 2 8% i in 1985 ane 


-2.5% in 1986. Growth in the dev. 
countries fell to 4. 2% last * 


pared with 4.8% in 1985 and. an average 
of 6% à year in the two decades up to 
1980. ) i 

: While. cheaper comm 
proved the terms of trade of 


countries which: export m 


and helped restrain inflatio 
tinued decline in real prices 
primary commocities has br 
hardship for industrialising countries or 
those which are reliant on commodity 
exports. | 

"The reasons for the depressed state 
of the commodity markets are “com- 
plex, "says the World Bank. Demand in 
the industrialised countries has been 


weakened by savings in their use, as 


well as the development cf alterna- 
tives, because of past high prices. 
Domestic price-support programmes 
(especially for agricultusal com- 
modities) which have encouraged over- 
production in industrial countries are 
also to blame. i wa 


Tx consequer 't decline in he econo- 
mies of commodity exporters has 
been exacerbated by a general falling 
off in lending to:developing countries, 
the report points out. “In 1986, net 


lending flows to developing countries 
of their 


remained at abeut one-thir: 
levelin 1981." ^ « . 

Debt problems, coupled with inter- 
national payments imbalances, sluggish 
economic ic growth andi increasing protec- 


ETAY 


— Qáá ine 


tasih, provide what the W rid Bank 


calls an “unpromising base for sustaina- 
ble growth in the world económy." The- 


-bank has been saying similar things for 


several years but the latest World Deve- 
lopment Report argues that "policy op- 
ticns have narrowed since the beginning 
of the 1980s," so the time for heeding 
warnings is running out. 

The US fiscal expansion which pro- 
vided a strong stimulus for growth in the 
early 1980s — an unsustainable expan- 
sion — is now the biggest obstacle to ba- . 
lanced growth. *Unless the US makes: 


progress in reducing its fiscal deficit, in- 


ternational payments imbalances will be- 
harder to reduce. Increased protec- 
tionism and new fears of inflation might 


.then prevert the world economy from 
returning - to a path of long-term. 
| growth." | 


"The repart points outthat though the 


US dollar has been falling since the be-- 


ginning of 1985, its trade-weighted 
value by December 1986 was only 6.4% 
lower than its average level in 1982. The 


-dollar's fall so far has thus “done little to 
Change the relative price of US goods 

Until the US 
cal imbalance, or expenditure falls rela 


reduces its underlying 


tive to income “for some other reason, 


. tlie current-account deficit will persist 


put T gre! U TS goes reduce i its fisc 


which, Pad hp andi ‘West 
offset the loss of deman 


' World Bank. Expansion of domestic c e 
mand: will be necessary to com 


for falling export demand. Intere 
ingly; the bank suggests that such 
domestic demand expansion should be 


achieved. Teui through fiscal ex: 


pansion. 


i e previous insistence on. 
non- -inflationary. growth, 


ruling. out: 


monetary expansion, appears to have 


been softened somewhat. 



















































3 y John Mulcahy | 


mbattled. Malaysian bunker Khoo 
'eck Puat, faced with a M$1 billion 
$397.14 million) claim from the 
Brunei authorities in respect of loans 
'"xtended to his group by the National 
ik of Brunei, has liquidated another 
OCk of assets. Khoo's asset sales pro- 
ramme; concentrated so far in Singa- 
e;is seen as a desperate bid to fend 
: demands: from the Brunei 





eral Southeast Asian countries. 
The latest deal involves two residen- 
iL sites in Singapore's prime Orchard 
Road area, sold for S$62 million 
|US$29.25 million) to- prominent prop- 
erty developer Ong Beng Soon's Hotel 


4n Australia in a bid to boost. his 
. threatened liquidity. 


Khoo of an additional holding in Lon- 

.] don bank Standard Chartered, appa- 

- 1. rently in advance of another bid for the 
bank. | 

rium was shattered last November when 

d related to the family-controlled Na- 


: Ban Hock, the heir-apparent. Alleging 


d tacheat, Brunet md with civil ac- 


ECONOMIC RELATIONS 


i pat ime m in Ka nl m a Sr Peer teer dri thes rrr eri 


Taking a hard lin e` A 


| By Shada Islam in Brussels 


general hardening of its trade policy. 


rope, | EE 





rr fants in E 





| ley. 





ing to surmount EEC. 
Europe. EEC X indus 









dy 





 posals come on the eve of. 


.bid for Stanchart. Repel- | 
au- 
es, expressed through civil suitsin | were a coterie of investors 


| friendly. to 


. Properties group. Khoo:s also believed | 


_to be considering realising some. assets | haviour wth busiaesses in 


Asia and Australia, Khoo 


One notable exception to the dic 
posal strategy has been the purchase by - 


: A reclusive but influential diode m 
Asian banking circles, Khoo's equilib- 


Brunei authorities arrested five people - 
tional Bank of Brunei, including Khoo | 


-| criminal breach of trust and conspiracy | 








he EEC has extended i its P d edie ake rules to in- 
clude the manufacture of products within EEC member 
borders using cheap imported components. The move signals 
i new aggressiveness in EEC trade relations with Japaa and a 


^ The new rules, which were adopted on 22 June, are de- 
. Signed to stop foreign. firms from circumventing EEC anti- 
dumping action by setting 1 od low-cost assembly or “screw- 

officials said. Japa 
| f the new measures, but South Korea and other Asian 


| they could be affected by the same rules and because they 
‘generally dislike th the increased toughness i in EEC trade po- 


The main impetus. for the change i in EEC anti-dumping 
rules has come from European firms who accuse Japanof try- 

arriérs — especially panitive 
etting up local-assembly plants in 
ists claim that those Japanese fac- 
ely linked to companies whose 


tion against Khoo in that 
country aswell as -n Malay- 
sia, Singadore ard Hong- 
kong. 

Khoo's latest asset dis- 1g 


the 12 July anniversary of 
Lloyds Baak's unsuccessful 


ling the boarders a year ago | 


S-anchart,. 
among them Khoo, Hong- 
kong financier Sir Yue- 
kong Pao and Australian 
corporate raider Robert 
Holmes à Court. 

Contrary to his be- 


earlier this year raised his 
stake in Stanchar?t to 7% from 6%, add- 
ing fuel to specuk tion surrounding the 


bank's future. 
Where Khoo undoubtedly needs 
cash, the common perception regarding 


his positioa in Staachart is that another 
bid for cortrol seems inevitable, and he 


is relying cn a price high enough to give- 


him a prof table ezit. Of late, the Stan- 
chart share price “as slipped to 750-760 


pence (US$12.10- 2.25), well below the 
| average 800 pence paid by last year's. 
| white knigats. | 
Stanchatt, along with the other Bri- 

, and indeed the US. 


tish clearirg. bank: 








tegy "regarding xj s 


„America. No accurate figure on the ex- 
‘posure has been disclosed, but reliable 


sources say a full provision woul be - 


| equivalent to about three years’ earnings. 


As aes a prospect as this 
seems, the need to provide. | 
“| for non-performing debt is 
.not confined to Stanchart. 
Analysts in London esti- 
mate Lloyds: Bank's .non- 
performing portfolio at up. 
to £600 million, treatment 
of which is seen to be 
preoccupying -the bank's 
management to the exclu- 
sion of any thoughts on a 
repeat bid for Stanchart. 
. Itis tbe first anniversary 
_| for the. white knights ra- 
BU ther than that of the Lloyds 
bid itself that is now seen 
aS more significant, with 
Holmes à Court and P 
an equal footing : 
| ing substantial. unrealised : 
capital losses on their origi- 
nal purchases. For Pao, the 
stake in Stanchart cost around £200 : 
million, and at current levels the no-- 
tional loss is more than £10 million, 
while Holmes à Court finds himself in 
similar circumstances. 

In order to raise their holdings above 
15% both Pao and Holmes à Court 
would need Bank of England approval, 
and neither is likely to take this step un- 
less it is to launch an outright bid for 
control. The 12 July expiry of the 
moratorium on Lloyds could well be the 
catalyst for stirring Stanchart's dispa- 
rate shareholder body to action, a move. 
Khoo appears to have anticipated. a 








duction is. based on the use ot duin components, either 


Poun 


nis tbe main | against the EEC. 








Some EEC members are dleaiy w worried db 
threats. Portugal, Ireland and Greece tried hi 
new regulations because of fears that it- 
much-needed Japanese invest -in their e 

EEC officials insist that the new rule: 
automatically" against all imports 
nents. As a first step, EEC companies will have to f | 
cial complaint showing that a plant has stepped up output of a 
product which is already the target of EEC anti-dumping a 

. tion. Secondly, the duties will only 
made up i of | more than i 60% et parts : rom the foreign coi 

ump ing! levies and whose pro: pany. oe 


. Spring up or increase their output whenever the EEC takes — 
 .or even threatens — anti-dumping action against Japanese 


anese direct investment in Europe is currently esti- 
M at more than US$10 billion. There are 254 Japanese - 
companies operating in the EEC, employing a workforce of | 
76,000. New investments worth about US$1.8 million were | 
made in 1986, up from US$1.6 billion in 1985, when Ter E 
ese investment i in Europe rocketed by 79%. A 
This expansion, warns Japan; ‘could come 
end as a result of the new EEC rules. Tokyo has als 
. threatened to file a complaint with irt General Agr reeme 
en Tariffs and Trade and take other * 


s of cheap for | 





pply to products that a 


























THE Philippines led advances in the Asian region i in the V periodi to 29 June sith a whopping 26% i increase in | 
value. South Korea and Thailand also made significant gains. Taiwan came under heavy selling pressure. 














t: Brisk trading continued. as 
- of foreign investments being 
-in local companies inspired 
players. Average turnover 
; 296. 3m an 48m) a day, 
















the last day of the period to close at 
9.15 on speculation that its chair- 
Sir Yue-kong Pao was eyeing a. 
| in Hongkong and Shanghai 
. Volume for the period 
I ited to L AD snares worth 












%. All market a elos- 
4] | ings were at record highs. Gainers: 
| were led by Philex, Benguet, anes San ! 


















: The market 
ground despite late and. heavy. 
pressure. Cement and banking sectors: 
led gainers and the Book Club Index 
| is Ligh as 266.06 points on 26 June. 
asing back to close the period. 
9. Vidhayakom was one of 
‘est gainers. Volume totalled 
15 AUSSI21. fm). on .19.25m 
































‘here was a growing belief 
nvestors that the yen had 
peaked, they continued to boost their 
|| US$ investments. Volume fell to an 

average 863. 7m shares a day. The 393- 
| point. sell-off on 29 June affected all 
| sectorsexcept i 













TRALIA: The market partly reco- 
red from the previous period's 
| dramatic plunge as the gold price 
-| firmed. below the crucial US$450 
| anoz support level. BHP's lower-than- 
{expected profits triggered an 18 
| Acents (18 US cents) fall to A$9.60 be- 

fore. recovering to close the period at 
$9.72. Volume totalled 590m shares, 
JE worth A$905m. 






: EIS as a result of investors’ 
nty over how. the. NISS. AP 












listed mpanies. The market’ s over- 
all wai- 










án lower trading volane 
daily transactions. over 










| NEW ZEALAND: Even a poll showing 
.| a record lead for the Labour govern- 
jq ment in elections scheduled for 15 

.August failed to stem a slide. In- 
,stitutional investors retreated from the 
market, leaving it subject to thin trad- 
ing, enill by still-nervous private 
in’ olume for the period was 
38.41m shares, worth NZ$57.9m 





Y: The : BSE Index RT a 
w this year at 415.51 as brokers 
boycotted the ring on 24-25 June to op- 
pose the ban on short-selling. Senti- 
ments, Doo. improved ollowing | 
bulk parchases by institutions when 
trading resumed. "olet blue chips led: 
the rebound, with. Century Rayon 























eau Stocks. surged o o sébotd ‘highs 
| in the largest one day increase ir his- 7 
_ tory onRoli Tae Woo's announc i. 


SAPUF : Healthy - ‘gains were 
made as investors responded favoura- 
bly to the full subscription of the first 
30in SIA share offer by Temasek Hold- 
ings. Local investors continued their 
interest in Malaysian-based lower lin- 
ers. NOL put on 14S cents (7 US cents) 
to finish at S$3.16. Average volume 
was up at 55.6m shares a day, worth 
S$121. 6m. | 










5 | North Won 36.75b. PEE 
| | Aerospace, up 31.7%, and Ssangyong 
Oil Refinery, up 28. 77e, were the 


| E one single i issues. 








NEW Y: RK: Trading was quiet as in- 
vestorsstayed on the sidelines ahead of 
a holiday. Oil stocks gained following 
the news that Opec had agreed on a 
plan toimit oil output to 16.6m barrels 
a day ti rough until the end of the year. 
Volume for the period was 814.5m 
shares. The Morgan Stanley Capital 
International Index fell to 470.1 ae | 


on n 26 Jane. 


KUALA LUMPUR: The market reco- 
ered more of its lost ground in a 
period of selective buying of blue ray 
ore widespread interest - 
ative counters. Paper Products 
vain favoured and finished 4 M 
ly "US.cents) up at M$1.03, 
| AV | e he Pe 14 M cents 
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“Sp OK and forward rates from tocal and international markets. 
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Long term CR BK Jap 10-3/4 t/June 90 
Nippon Credit Bank 10-3/8 R/Juty/95 
Sanwa inti Fin 11-172 S/June/92- 
Eksportfinans 11-1/4 20/Mar/9 
Ontario Hydro 10- 1/4 19/May/90 
Australia 11-1/4 19/0ct/90 

Australia Commonwith 11 28/May/95 
EEC9-5/827/]05/90 

Word BK 11 fFab/92 

EIB 10-1/4 21/Nov/94 
Barclays Bk Fin Co. 10-5/B 19/Dec/96 
DB 9-7/823/0ec/1995 — . 

` J.P. Morgan Co. 1121/4 28/Febvae 
Citicorp 11-172 13/dune/ 1995. 
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RM Worki Trade Corp. 10-1/4 1/Nov/95 
General Electric t! TFab/ 19091 — 
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quarterly index which details by country and: date 


-everything that has appeared in the Review. The index. | 
is available on a quarterly basis, Subscribe now and - 
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n first sight, alcohol, four-wheel- 
drive Japanese leisure vehicles, 
ambling, indoor cricket and serving 
tourists seem to be the order of life in 
Alice Springs. Entry to the town located 
nearly at the geographic centre of this 
vast dry continent is dramatic. Sixty- 
metre tall rocky walls tower over the 
road, rail and Todd river which pick 
their way through the narrow Heavitree 


; ree. 

o put space and population into 
some perspective, the Northern Terri- 
tory's 1.3 million km? covers one-sixth 
< of Australia’s land mass and is domicile 
"for only 144,000 people. Some 68,000 of 
‘these live in the capital, Darwin, at the 
| *Top End," while in Alice live another 
.—20,000 of whom about 1,500 are 
< Aborigines. | 
cc. The sticker on a cupboard behind the 
Caravan Park Manager's office not 
openly visible but also not hidden, 
eads: 'Keep Australia White; sup- 
ort your local Ku Klux Klan Socie- 


dn the Tourist Office an efficient 
White) assistant trots out the events of 
he week in Alice and disdainfully raises 
idex fingers of both hands in quotation 
narks’ when he mentions the 
Aborigine Olympics.” Only two taxi 
companies and. no public transport 
makes it difficult for the independent 
ourist and less-affluent minority to get 
around. Buses were tried some time ago 
but the interiors were so badly damaged 
by. drunks that the service was with- 
drawn. | 
> * The Aborigines on the streets, in 
. parking lots, crammed into ancient dirty 

bone- -rattling cars and squatting on the 
pavements outside supermarkets and 
bars look cold, unwashed and infinitely 
sad. Some appear to be drunk or be- 
wildered as they have ! 


grave; sign posting distances from Alice. 


n rejected by. 
their own tribes and not accepted by the |. 


Whites despite the officially proscribed 
process of essimilation. 
On the outskirt:. of Alice Springs are 


small Aborigine settlements, identifi- 


able by the low-quality building materi- 
als when ccmparec to the neat flowered 
suburban houses of the neighbouring 
White areas. Imazes of Black shanty 
towns in Scuth Africe come to mind and 
Prime Mirister Botha's accusation of 





Australia's hypocrisy in its anti-apart- 


heid stand seem te have some founda- 
tion here. 

Most cf subu-bia and the town 
centre, however, ere neat, modern and 
attractive. Occasicnally there is a home 


occupied by an a:similated Aborigine 
family which has made good in Alice's 


White wonderland 
. Nevil Shute's famous 1940s novel A 
Town Like Alice first put it on the 


tourist map, and siace completion of the 


3,300-km Darwin to Adelaide North- 
South road — halfway down which 
Alice is locatec -— business has 
boomed. Last year tourists spent A$281 


million (US$171 rail'ion) in the North-- 


ern Territery compared to A$172 mil- 
lion in 1983-84 and less than half that 
only five years agc. 


ne boon to tou ism is that the world's 

largest monoüth — the awesome 
348-m high, 8-km long Ayers Rock — 
and the adjacent 3€ “monstrous pink 
haystacks" of the Olgas, as their disco- 
verer Ernest Giles described the moun- 
tains in 1827, are only 455-km southwest 
of Alice aad a mere 80 km within the 
Northern Territor”. 

Although the splendid new tourist re- 
sort of Yuara witain sight of the Rock 
can easily  accemmodate all the 
monolith's visitors, nearly all the tour- 
group operators include Alice Springs 


in their Ayers Roc«/Olga package. 


Nearer to towa (which here. means 


| about 200 TM are . the. MacDonnell 


` thanks to the tourists, A 





Ranges which dominate the shape of 
Central Australia. Gnarled quartzite 
mountains shaped 500 million years ago 
contain many tourist attractions like the 


| freak Palm Valley Oasis where 3,000 


ancient cabbage palms 
mariae) are to be found. 
The ranges are also home to yet 


| (Livistona 


j| another important source. of Alice's 
| wealth: Pine Gap. Little talked about in 


Alice, this ultra-secret military and 
space-science station is manned and 


operated jointly by Australia and the 
‘US. More than 500 well-paid and free 
spending Americans live in Alice and 


commute daily along an un-marked 
road that leads into the mysterious 
mountains. | 

Dutch-born artist businessman 
Henk Guth, who makes his own paint, 
created a magnificent 6-m high mural . 
painting of the countryside around ` 
Alice including all the landmarks, ve- 
getation and fauna of the region enabi- 
ing the daily bus loads of tourists 
who pass through the gallery he has 
built around the panorama to "do 
an instant visit" to the centre of 
Australia. 

The Reverend John Flynn — found- 
er of the famous Flying Doctor Service 
— is buried on the way to Simpson's 
Gap near Alice. His flying, engineering 
and communication skills combined 
with liberal compassion provided a life- 
saving link in the lonely Outback. The 
service still operates actively today and 
many stockmen and travellers owe their 


lives to Flynn’s service. 


Maybe Alice’s fragmented mixture 
of fortunes, fables, history, geology and 
races stems from its transplanted birth 
in 1871. Named after the wife of South- 
Australia’s postmaster-general, Alice 
Springs was a stone-built telegraph sta- 
tion next to a waterhole 4 km from the 
town of Stuart — named after John | 
McDowall Stuart, the first. White 
explorer to reach the Centre. D 

In 1933 the telegraph station was | 
closed and its name was foisted on to 
Stuart. Mica, gold and cattle provided |. 
riches and excitement to the adventur- 4 
ous settlers in the early: 










more facile and still a LU bonza ir 80s is — 


use Joe Harman' s phrase in the hute "E 
| novel. ~~ : 


Were it not quite so bonza the young 
people would drift south to the bright 
lights of Adelaide and in a few years 
Alice could die like the dozens of de- 
serted ghost towns of the great Out- 
back. — Oliver Baudert 
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. Your Financial Consultant's most 
important job is to understand 
where you want to go and how 
to chart your course. 


As a serious international investor, Consultant, w2 give you access to 


it's reassuring to know that you 
have a partner who keeps abreast 
of investment opportunities 
virtually anywhere around 

the globe. 

It's your Merrill Lynch Financial 
Consultant, the person who 
becomes familiar with your objec- 
tives, and helps you fulfill them 
with all the resources of one of the 
largest, most experienced finan- 
cial institutions in the world. 

Through your Financial 


markets around the worid, around 
the clock. We offer you tke benefit 
of our top-ranked research team. 
And we provice you witha broad 
array of other services. 

You will also have the satisfac- 
tion of knowing that your Financial 
Consultant has been trated in a 
program that :s widely regarded 
as the finest in the industry. 

Merrill Lynch Financial Consul- 
tants are ready now to help you 
move closer to your investment 





goals in eight offices in five 
countries throughout Asia and the 
Far East. Call our office nearest 

you today. 


©1987 Merrill Lynch, Pierce, Fenner & Smith Inc. Member SIPC, 


Harness the power of a 
global presence. 


QS Merrill Lynch 
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THE MEASUREMENT OF TIME: 
| ONE OF THE FEW THINGS 
WE DID NOT HAVE TO INVENT. 
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The Perpetual Calendar, ultra-thin automatic movement with central rotor in 21 ct. gold. 


Our fascination with 
the measurement of time is 
legendary. And yet, we were 
not the first to unravel the 
mystery. 

Over one thousand 
years ago the Mayas were 
already seeking accurate 
ways to determine its course. 

By patiently observing 
the alternation of day and 
night, and carefully chart- 
ing the flight of moon and 
stars across the heavens, they 
were able to establish a 
calendar as precise as our 
own. Without the benefit of 
telescope or optical instru- 
ment, they developed a 
mechanism as perfect, in 
its own way, as the 
Perpetual Calendar. 

With the same fascina- 


tion and patien: attention 
to detail of the Mayas before 
them, the master-watch- 
makers at Aucemars Piguet 
hand-ca-ve, chisel and polish 
each intricate spring, tiny 
pivot and delicate pinion, 
destined to form the 
Perpetual Calendar. 

They create a balance so 
perfect that only the greatest 
of craftsmen could aspire 
to it. A watch programmed 
with such a complex mech- 
anism that leap years are 
accounted for, keeping per- 
fect time, untouched, until 
the year 2100 

In today’s hectic world, 
only Audemars Piguet could 
have pioneered the recrea- 
tion of an autaentic classic, 
for the sole p easure of the 


few who can afford to con- 
template time. 

After all, from the 20- 
day month of the Mayas, to 
the Perpetual Calendar of 
our master-watchmakers, 
the challenge to harness 
the evolution of time re- 
mains unchanged. 





Maya calendar 


p 
Audemars Piguet 


La plus prestigieuse des signatures. 


&ole Agents and Service Centre: BANGKOK: Trio Import Co., Tel. 253.03.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691 221 


JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: Siwvaroyal (Pte) Ltd., Tel. 2321573. SEOUL: Sungsan Trading Co., 
Tel. 777.3841. SINGAPORE: Silvaroyal (Pte) Ltd. Tel. 33733.62. TAIPEI: Audemars Piguet Showroom, lel. 701.96.39 
TOKYO: Desco (Japan) Ltd., Tel. 56212.71. SYDINEY: Desco (Australia) Pty, Tel. 264-7822 
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acific Basin or Africa, North America or Europe, 
ANZ is there. 

You won't find a little desk tucked away in the 
corner of town. You'll find offices wholly owned and 
operated by the Australia and New Zealand Banking 
Group. 

In fact, ANZ is making its presence felt in 40 
countries around the globe. 

From the moment you talk to us, you'll appreciate 
that ANZ has the experience, resources and ability to 
provide a level of service matched by only a few 
international banks. We can give you what you need, 
from the most sophisticated swap deals to competitive 
foreign exchange quotes. 

Of course, it goes without saying that as 
Australasia's leading international bank, we're also the 
leading bank in the AUD and NZD foreign exchange 
markets. 

For further details contact: 

Hong Kong Telex No - 86019; Telephone 215511; 
Singapore Telex No - 23336; Telephone 5358355; 
Tokyo Telex No - 24157; Telephone 2711151. 

So no matter how far away from home you find 


yourself, ANZ will be very close at hand. 
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< Tbe purpose of my FIFTH COLUMN [25 
Tye pur to contribute some analytical 
rather than emotional thoughts to the 
| debate, since I felt that there had been a 

lack of the former and a surfeit of the 




















John Walden assumes glibly that the 
-absence of emotion from my article 
means that I feel no emotion on the sub- 
; ject. He is quite wrong, as he would 


o know that, while I cannot say that 
- kong, I have, as it happens, lived here 


for longer than in any other place since I 
- left school. I have also left the diploma- 





career and à new business in Hongkong. 
The phrase “typical Foreign Office 
transient” is therefore inaccurate, as 
well as being gratuitously offensive. 
More importantly, Walden seriously 
distorts my article by inaccurate and 
| selective quotation. He accusés me of 
-F dishing out recipes despite my assertion 
that I would not, citing my references to 
the extra effort. required to ensure that 








‘decent standards of government con-. 


.| tinue and the diversion of effort from 
business into politics. But these are 
inevitable consequence of the severance 
of links with Britain: my references to 
them were not a prescription, simply a 
statement of cause and effect. Nor did I, 





s ioa alleges, invite the people of. 


ngkong to emulate the British in the 


hand ing of relations with China. 1 sim- 


|. ply offered a description, based on per- 
sonal experience, of how that relation- 
ship had been organised, since it 


seemed to me useful to see what lessons | 


| might be drawn. 
^d -Walden's letter is also contradictory. 
o4 He (wrongly) accuses me of preaching 
when I said that 1 would not; he then 









* which has in any case been heard many 
: times before. 





the state and the: press is neither; but 
rather democracy for whatever it is 
worth. Journalists turn wary, less criti- 
Cal, and sometimes overtly so because 





there i is a threat of punishment by ostra- - 


: | eism. That ostracism can be legal: in 
| Malaysia such offences carry a minimal 
| jail term; in Singapore it is banishment 
.,| and no more media sales. This exposes a 

. fundamental weakness found in the 
-press — it must rely, even if minimally, 
lon state patronage. The Lee Kuan Yew 










dom, knows that. 






laysia. Locking 
| cially foreign 


! : against domestic elements 
w if he had ever met me. He might 


1all spend the rest of my days in Hong- | 


tic service and am trying to build a new | 


lence will follow and the Lee regime will 
| win. Then the republic will: 


| certain aspects of the Sin gapo? 


‘takes me to task for not preaching his | 
.sermon, with which I do not agree, and | 


Richard Margolis | 


whose success over the past 25 


| few. 


Footnote refu 


reans who watched their press z 

 ence/TV interview at that time « 

regime, without ponent: pom wis- 
; | forced to utter untruths, their ^iends 


to whip the pressjinto cofdbrmity. The 
neat, simple, and Father e?sective one is 
simply to grab the media’. throat and 
choke it of as primary meazs of support, 
namely ciseulation and profitability. 
There are other methods $ut they are 
less efficient. Moreover, thz Lee regime 
is not as brash as its counte art in Ma- 
| up journeli | 
fellows, leaves 5: 
Jails are rore efficient- 


pore would know. Singap 
pact society in a small islanc 
No such allegations. hav 
made. Both are getting on 
lives and doing well. | 
The Singapore Governmen 
against any Singaporean who w 
purvey the communist line. Writi 
andina foreign publication will n 
"them immunity. Derek Davies q 
Robert Keatley at such length tha 
sumed he agreed se iim 































































leged communists and op 


ass "dei party 
members. a 


‘Singapore 


Unwanted advice - 
Contrary to the claim in Ay D 
[LETTERS, 9 July] by eight: 
the Singapore Government h 
Singaporeans very satisfac 
tions for detaining. the 16 ) 
May. "PE 
We Singaporeans T get 
foreigners, some well-me 
doubt, trying to preach to us: 
how to vote, about how the goverr 
should manage our country, and 
We are proud of our coun 
cant progress since  indep 
against all odds and predict 
relative peace and stability in wha 
tentially an explosive rac 
ous melting-pot. 
However; it would be stupi 
take our peace and stability fo 
We are only too aware that comm 
and their fellow-sympathisers are 
much alive and eager to do us misc 
It is fortunate the government has 
alert to nip this latest subversive pk 
the bud. Idealists and armchair | 
elsewhere have the luxury of critici 
from afar. They do not have to live 
our racial or religious strife and 
suing poverty should the subv 
succeed in their devious plots. - 
Our elected leaders are resp 
for our nation's security and y 
Their actions will be judged by 
reans at the next election, as 
been i in past UH ME 


under-esti- 
eye: es brought 
against beh larei; n press. Wi er they are 
accused of inter erence in : 
affairs, it infer 
on state sovereignty. 
In Huxł | 


truth, but siti greater, from 
point of view. is silence abo 
far the foreign press has no 
its hands in desp 





does, si- 






a step closer t» its cherished sew Singa- 
pore-order society. : 
California | 


self-esteem. 
makes sense 














abouring under te w 
of its own self-esteem. E 
The Reviewhas made its dist 









istration abundantly clear int 
I think that Laie Note be t 
aas in the eco 

















distinguished. 1 
ing it is C 




















ter's press secre T 
to engage in petty j 


been admired bv many, equa4 i 


Singapor 


James Chang [LETTERS, 4 Junie} quite 
accurately argued that the right to se 
determination does not apply to Taiwan 
under international law because it is 
a colony. But that does not p 
Taiwan from becoming an indep 
state. =" 
Therefore, I would not at 


UN Resolution 1514 (Declarat 
the Granting of Hidependenee ! 
nial Mounties ane Peoples) wh 












Your footnote tw: my reply [9 Lely 
sinuated that the Singapore € Govern- 
ment extracted “confessions” ft -m Ho 
Kwon Ping asd Arun Senks&tuvan 
through torture and coercion. ind 

T- 


uld 
judge for themselves. If they were. 











would know, anc soon most of Singa- 















































































incompatible with the purposi 
rinciples of the Charter of t ie United 





> Time has come for those within 
Taiwan to act as realistically as those 


no longer p TE EEA to consider either 
eking or’ 


bout the recognition of governments 
hether it is de jure or de facto), but 
ther the problem of a divided state as 


d North/South Korea. 

-It is becoming clear that the interna- 
ional community considers China and 
'aiwan as two separate entities. 
The clearest example is. perhaps 
e US where even though the Carter 
ministration withdrew its recogni- 
n of the Taiwan Government as the 
'overnment of one-state China, the 
JS still continues to deal with Tai- 
van separately, such as maintaining 
separate trade mission in Washing- 


s And Taiwan meets all the criteria of 
statehood. It has a permanent popula- 
tion, a defined territory, and a govern- 
ment- which has the capacity to enter 
into legal relations with other states. 


munity continues to deal with Taiwan as 
a separate entity, the better are the 
He cts of Taiwan becoming an inde- 
pende ent state. | 

«5 In fact, it isin the best interests.of the 
. people of Taiwan to do so, and they 
. should not be deprived of their natural 
-rights to decide for the future of 
“Taiwan. And if the world recognises 
Taiwan as an independent and 
TE state, then any use of force by 
“Taiwan would be in contravention of 
- Article 4 of the UN Charter. | 

: Conversely, if the world is not be- 


.pendence, then the Chinese Govern- 
ment can legitimately claim that it has 
very right to employ force to quell an 
internal insurrection, and that it is 
urely an internal affair which no other 
states have the right to intervene. 





or lib orat 


am surprised that Fadlullah Wilmot so 
2 defends Libyan links in the 


-as a Muslim country, 
Y the rights of the op- 
nd wherever. they 


` intrusion into neig ibouring Chad? ` 


a iption of the 

| the terriforial integrity of a ‘country | « 
ses and | 
| the oppressed in the world today are 


„without in recognising the fact that it is | 


i as the government ofa 
ingle state " China, with Taiwan as a 
part of it. The issue now is not any more | 


the 


‘same goes for East/West Germany 


_ Thus, so long as the international com- | 


Peking government to regain 


hind any Taiwan declaration of inde- | 


Roger Tan | 


e recent Lib: n " 


the invasion carried out to support the 
“oppressed” (whoever they may be), in 
Chad, or was it pon or the unislamic ex- 





“Wilmot seems to sageest that most of 


Muslims. Le: him rot for 
non-Muslim minorities in Muslim coun- 
tries fare no »etter. The persecution of 


Bahai' s in Iran, enfercement of Islamic 
lawson the mincrity Christians in 


Sudan, and colonisacion of Irian Jaya by 


ples. Even in his homeland, Malay- 
sia, there is discrimmaiion against non- 


Muslims. 
'Oppressed' 





Petaling Jaya 


Japanese dilemma 


Of all the cilemmss that visit human- 
kind, the one that i: caused by success is 
robably the mos: easy to adapt to 


FOCUS, 11 June]. Japanese are accus- | 


tomed to the hard Efe and the new afflu- 
ence may turn ou: to 5e à novelty for 
some time They have, for the past 
2,600 years, supported the opulent life- 
styles of a varied assertment of over- 
lords, whic1 histo&ars always record as 
the nation’s level ef cuiture but which is 
about as restricted to a few privileged 
rulers as tae lotus blooms on a large 
muddy por d. E 

The Japanese masses are currently in 
an enviable positon of affluence, but, 
erversely, they can only enjoy it if 
they trave abroa£. In their archipelago 
they still have the lowest standards of 
creature-comfort: among 
veloped nations. Anc home ownership 
is as close an opzortunity to most as a 
trip to the moon. 

‘Despite a further severe decrease in 
residential roomor the majority, how- 
ever, the most noticeable progress has 
















been the zxtensizn of citizens’ lifespans 


to 75 for males and 80 plus for females 
y Nu the abysmai all-over average of 

ears up to tne year 1945, after the 
end of life-short:ning regimentation by 
the military and zaibatsu rule. 

[t may sounds 
dle-ages. but umil the end of the World 
War II, many peor peasants had to sell 
their daughters into the slavery of city- 








brothels in order tc square their accrued | 


land-rent charses and arrear taxes. 
Today, they car send them to college — 
and often abroad — because it is 
cheaperthan at home. 

Regarding *our writer's apprehen- 
sions about the future, I am confident 


that a people who have survived. 
"en | samurai and, iater, military harshness 
ifi > (LETTERS, 25 June]. He | 


cannot be fazed bv anything that may 
yet cross their path. 

A mad russ is under way by. many 
Wester? naticas to learn from Japan. 
Bright-2yed stadents are rearing to ab- 


sorb the secress that brought about the. E 
economic miracle. Soon, Tam sure, they - 
. will find out tEat a: the root of any eco- 


nomic successstcry lies the simple truth 


of hard work and Benjarnin Franklin’ s 


/ floammar “Gaddafi against weaker 


| success, 


et that the . 


Indonesians a:e obvious exam- 


the de- | 


e atale from the mid- | 






“short-cut bE GR 





Burma insight | 





Bertil Lintner ‘reports [28 May and 4 
June] give us a deeper insight of what 


| really is happening in the north of 


Burma. However, two points of ap- 
proaches aimed at solving the internal 
conflict in Burma are worth emphasis- 


| ing. One is the question of autonomy as 


seen by Kachin leader Brang Seng; the 
other is the different interpretations of a 
multiparty.system by the Communist 
Party of Burma (CPB) and the ethnic 
minorities. 

.According to Brang Seng, ‘ a 
tonomy can be granted on all levels, E 
new autonomous units could be created 
as the need arises." But since the mean- 
ing and.the level of autonomy are not 
clearly spelled out in this report [28 
May], one must assumet that what Brang 
Seng means is the highest level of politi- |- 
cal autonomy or home rule extending to 


cover every aspect of social, political 











and economic life, with the exception of 


foreign affairs and defence. 
As for the new autonomous units 
within the state itself, the Kachin leader 


might have cultural autonomy in mind; 


for this sort of autonomy implies full 
control by representatives of the ethnic 
community over every aspect of its cul- 
tural life, education, press and mass 
media, and the courts. If one could in- 
terpret Brang Seng’s autonomy in this 


aspect, he is the most progressive leader 


in Burma’s political arena with a vision 
to solve the ethnic conflict on the basis 
of the whole country. 

When Thakin Ba Thein Tin said: “In 
China, the communist party CM 
with many other political parties — 
also in Poland and East Germany. We 
want that kind of multiparty system." 
He means that the CPB must take the 
leading. role, not as an equal partner. 
Thus, in the end he still promotes a one- 
party system, dominated by the CPB. 

Ón the other hand, ethnic minorities 
and Burman exiles interpret the mean- 
ing of a multiparty system in a different 
context. According to them, the CPB. 
would become a legal party among 
other parties, all of which would contest 
in general elections. __ 

Finally, if internal confici is to be re- 
solved and the national unity restored, 


* 





| the only possible | way out from this | 
deadlock position would be to embrace | 


the motto of "Unity in Diversity" for all | 


parties concerned, whether it be ethnic 


: conflict c or ideological differences. 
^ . Sai Myon Win 
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| As Chinese leaders take their summer 


holidays, the firm position of Zhao 


jar Ziyang and his fellow reformers is 
underscored. 
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Indonesian Foreign Minister Mochtar 
meets Kim Il Sung outside Pyong- 
yang, dispelling speculation that the 
North Korean leader i is seriously ili. 
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work, try to draw a line. 





-| Indian opposition parties raise the | 


issue of massive corruption in govern- 
.ment. 


Pagei8 


thousands of her supporters, fights 
olice attempts to acquire her family 





: indy Philippine House of Asi 
tatives and Senate elect their leaders. 













called democratic revolution gives 
yay to gloom as the government and 


ing party is moving to heal the linger- 
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N ew Zealand, by tradition a sleepy, picturesque rural re- 
flection of Britain set in the Fac:fic, has in recent years 
| undergone some traumatic pesar bat The erosic 
| kets for its agricultural. products 

| crisis, requiring some harsh reme 
| ation has been that these tough anc 


| The 
ms MBf 


Malaysian joumsiists. used to the po- | 
| litical. restrictions under which they 


A Pakistani opposition MP, backed by | 


The duphoria over South Korea's so- | 


pposition square off over the issue of | 
| political prisoners. However, the rul- 
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‘buses in Punjab and Haryana 
tates on 6-7 July, killing at 
east 46 Hindu passengers and 
njuring many more. One of 
he buses was carrying Hindu 

pm. from Punjab to the 
oly city of Rishikesh in Uttar 
radesh. The Khalistan Com- 
nando Force, an under- 
round Sikh group, claimed 
esponsibility for th 
ittacks. ; | 
. One of the terrorists died in 
e crossfire when the bus car- 





ked. A note found on his 


Punjab. 


‘Daud 
members of Malaysia's domin- 


Organisation seeking a court 
order to declare the party's 


Branch for seven hours on 6 
July before being released. 
Daud’s defence counsel said 
the interrogation "related to 
-nothing but the suit.” 

3 — Suhaini Aznam 


over Soviet sales 

The chairman and president of 
"Toshiba Corp., the Japanese 
electronics giant, resigned to 
“take responsibility" for the 
:sale to the Soviet Union by To- 


he Soviets to build noiseless 
ubmarine propellors. Toshiba 
Machine is a 50.196 owned sub- 
idiary of Toshiba aig | 

. The resignation followed 
approval by the US senate of 
.an amendment to the new US 
rade bill which would ban im- 
ports of all Toshiba group pro- 





four leaders of a group of sus- 
pected arsonists for "politically 
motivated" attempts to create 
chaos just before and after the 


< Internal Security Act. Eleven 





two | 


ying the pilgrims was at- |, 
body said that the gunmen were 


ivenging Sikh youths killed in | 
— A Correspondent 


Che Soh, one of the 12 | 
.ant United Malays National | 


closely fought leadership elec- | 
tions null and void, was ques- | 
tioned by the police Special | 


shiba Machine Co. of machine | 
ools which may have enabled. 


— Charles Smith | 


Sarawak police have arrested 


April state elections, under the | 


others were detained under the 
mergency® Public Order and 


gi Prevention "of Crime) Ordi- : 


nance. 


- Thel5 were arrested m May | 


in connection with two 20mb- 
ing incidents and three cases of 
| arson. The group comprised “of- 
ficials, members and sympathis- 
ers". of "certain political par- 


-ties," said the state commission- 


E- 


| erofpolice. —SuhainiAznam 


Kuomintang leadership 
change brings in a liberal 
A long-time confidant o Presi- 
dent Chiang Ching-kuo, 70- 
year-old Lee Huan, became 
| secretary-general of the ruling 
Kuomintang (KMT) on4 July, 
replacing Mah Soo-lay, 77. The 
appointment of Lee, who has 
served as education minister 





since 1984, was seen as a mark 
of Chiang's desire for a mor? 
vigorous hand on the party 
machinery at a time wien ma:- 
| tial law is to be lifted end other 
political reforms are being im- 


piementer. Lee, who has long » 


been regarded as a liberal in the 
KMT leadership, lost his parc 

and other positions in 1977 
when he took the blame fer 

| anti-government riocs which 
erupted in the northem town of 
Chungli over alleged vote fraud 
by the ruling party. 

| — Cari Goldstein 


Seoul releases detainees 





-The South Korean Govem- 
ment released recenily neatly . 


400 people detained curing d:s- 
| turbances which swept Secul 
and provincial cities last month. 
Another 24 detainees are stilan 





| custody, including nime charged 


under the tough National Secar- 
ity Law and 15 accused of using 
extreme violence in street 
| clashes with riot police. The ve- 


lease of prisoners is part © a- 


democratisation package an- 
nounced by ruling Gemocratic 
Justice Party chairman Foh 
Tae Woo on 29 June 
— Jchn McBeth 


A 






BUSINESS 


New bond fund to be 
launched in Taiwan 


Jr a further step towards in- | 


d 


: creasing Taiwan investors’ ac- 
_cess to international capital 
! markets, International Invest- 
| ment Trust Co. (IIT) of Taipei 
| said it was preparing to launch 
| a NT$3. E. billion (US$100 mil- 
lion) fund for investing in 
foreign government and some 
| corporate bonds. 
Securities and Exchange Com- 
mission is expected to ap- 
prove the new fund shortly. The 
fund will be managed under 
eneral investment advice 
rem Credit Suisse First Bos- 
ton, which is a shareholder in 
HT. 


Value of Seoul bonds 
climbs in first half 
Outstanding monetary-stabili- 
sation bonds in South Korea 
nearly doubled during the first 
half of 1987 to Won 6.2 trillion 
(US$864.2 billion). The bonds 
are meant to soak up cash 
pouring into the country as a 
result of South Korea's cur- 
rent-account surplus. Interest 
costs for the bonds will total 
about Won 700 billion this 
year. Securities firms and other 
financial institutions have been 









stockmarket. 





| Following successful local list- 
| ings by goldminer Placer and 
| iron-ore group Newmont, US 


| mining interests on the Austra- 
| ian Stock Exchange on 13 
July, offering 39 million shares 
| at A$1.35 (96 US cents) to the 


| public and placing 15 mil 
| ion shares with institutions. . 
Freeport will retain 90 million 
shares, giving it 62.5% control. | 
| Freeport has 75% of a 30,000 
02-a-year gold mine near Kal- 


goorlie and next year will open 
Australia's second diamond 
mine. — Hamish McDonald 


Foreign investment 
Foreign-investment commit- 
ments to Indonesia for the first 


times those of the year-earlier. 
period. Almost half of the new 
: money was from Japan : despi 






lion. 


Taiwan's . 


— Carl Goldstein | 
^ | emerged, ranging from a capi- 
| tal-raising exercise to the sale 


| mining giant Freeport-McMo- 
|; Ran will float its Australian | 







cent complaints from Japan- 


|| ese lobbies about Indonesia’s 
| investment climate: Projects in 
‘non-metal minerals attractdt 
- | USSI28.9 million; chemicals, 
US$128.2. million; livestock, 
US$99.6 million; the paper in- 


dustry, US$55.3 million, and 
food industries US$51.8 mil- 
i Domestic investment 
commitments rose 97% over 
the same period to Rps 3.8 bil- 
lion (US$2.3 million). | 

— Vaudine England 


| First Pacific looks 


at Hibernia future 

Hongkong-based First Pacific 
Holdings is examining its posi- 
tion in California subsidiary 


| Hibernia Bank. After mandat- 


ing First Boston to determine 
the best option for Hibernia's 
future, various possibilities 


of part or all of the bank. Sev- 
eral banks and other institu- 
tions have expressed an in- 
terest in acquiring a substantial 
stake in the bank. Purchased 


| for US$93 million in 1982, 
Hibernia Bank now has a puta- 


tive value of around US$225 mil- 
lion, almost 150% of the ulti- 
mate holding company's market 
capitalisation. — John Mulcahy 


| stakes in oil fields 

forced to increase their bond | 
purchases since April as the | 
government seeks to cool the - 
— Mark Clifford | 


New Zealand is to sell up to 
41.6% of its interest in three oil 
areas, as well as a 38.6% stake 
in three other fields where dis- 
coveries have been made. The 
latter sales will only be made 
after mining licences have been 
awarded. The sell-offs follow 
the announcement of the sale 


| of 30% of Petrocorp, the state 


oil and natural-gas exploration 
and production company. Half 


| of the Petrocorp issue is being 


taken up by Brierley Invest- 
ments. — Colin James 


In an effort to encourage ag- 
ricultural investment and in- 
crease grain production, which 
yields the lowest profit of all 
China's agricultural commo- 
dities, Peking has set the ten- 


| ure of agricultural land leases - 


at 50 years. The new ruling al- 


| lows land lessees to. pass on 
| contracted land to their child- 


en as well. The new measure is 


the first | one of many recently taken to 
half of this year, at US$623.6 | 
million, were more than four | 











MEDIA FORTUNES | 
- A Hongkong-based investment 
,,| €&mpany, Bermuda Trust, is 
emerging as the largest shareholder i in 
«| the Bangkok Post after buying 
. | 285,000 shares (14.2%) ofthe 
cr publicly listed, English-language 
..| daily. It has made no request to be 
| represented on the board, nor is there 
evidence to suggest a takeover 
. Meanwhile, the future of the . 
ter publication, the 
glish-language daily 
orld, is in doubt. Heavy 
bout Baht 10 million 
this year are expected 
non whether to 


















sean businessmen are 
| privately encouraged by a recent 
trend among Asean bureaucrats | 
towards opening the regional market. 
| Ata Singapore meeting in late June, 
| the Asean Committee on Trade and 
| Tourismdecidedontwo 
. |rrecommendations, one of which, if 
-:] approved, would grant a 2596 
preferential margin to nearly 20,000 
items now kept on an "exclusion list." 
Partial trade liberalisation — one of 
the proposals of the Group of 14 for 
the Asean summit later this year — is 
seen as likely, though officials are 
sceptical about the approval of some. 
- of the group's bolder suggestions. 


COPS TALK SHOP 
A high-ranking officer of the Los 
7]. Angeles Police Department (LAPD) | 
à Aep in Manila on 5 July for a 



























Bangladesh President H. M. Ershad ar- 
ved onan official visit (2 July). 










Prime Minister Rajiv Gandhi arrived in 
Moscow to open.a year-long Indian cultural 
festival and to hold talks with Soviet leader 
ikhail Gorbachov (2 July). Suspected Sikh 
rrorists raided'a firm in Punjab killing 
ree people, it was reported (4 July). Five 
“members of a regional political party were 
killed by a mob from an opposition group in 
Andhra Pradesh (5 July). Sikh terrorists am- 
 bushed a bus near Chandigarh and gunned 
down 38 Hindus (7 July). 
























p ople were killed and at least 50 
| three bombs exploded at bus 
tions in Lahore (5. un 







he ruling congressional | 
as speaker of 


| Programme, 


4j preparedness" techniques 
during the 1984 


| by Pope John Paul H in mid- 


the pontiff visited in 1981. 
| OFFER REFU: 





C oordinating 


 chbishop of Manila Cardinal Je 


< Roman Catholic | 
volved in politics (/ July). 
' troops capture 


| tacked: fived South: 


E riot police i in Se 3 


m 


two-week visit to advise Pailippine 
security forces on anti-ter «ism 
methods. Funded under a 1982 law of 


| the US Congress establisherg an 


"Anti-Terrorism Assistanzé 
+ E Y 


Command 











Los Angeles. E But the lear ng is 
two-way: Les Angeles wilEhos 


September aac the LAPD 
know how “lant 
with “Asian: Pi igi 

























‘gency. In 
Aquino dated 7 July, Villar: 
rejected appointment as a cirector to 
the governmen:-controlledt'nited 


Coconut Planters Bank, a 
sweetener for losi 

no experiern 
coconut planter,” Villareal : 
Aquino. “Neither my dignisy 
self-respect aliows me to acee 
offer." : 


the incoming Hoase of Reps 
Former defence: inister Juan F 
signed a petition: for th 





the grounds that he has compi 
€ Church by bx 








erilia trainin 
Victorias, Negros Esland, killing 
the military said (2 Fuly}. 


SOUTH KOREA 
Democratic Jastice Party ch: 
Tae Woo made iiir di visit to 







quarters. to meet. party dde Ei Young 
Sam, to urge a quick, mutually agrees 

cision on a new constitution (2 
testers yelling che Jihad d: 







Korean polis 
ail for torturi l 





were E j 






; tall wounded |euring anti- 
government: den shed | with 


surge in textile and garment ex 


scurce of military hardware for 


to cut off me vital arms ink, 


. kilied and another 20 wounded 


"proposal ( PAUN: 







CLOTHING A VISA 
China has officially denied 


responsibility for any of the forged 
textile visas that have boosted’ 









































to the US this year (REVIEW, 9 
but there is shai that. Chin 


discovered forg 
Por DAR in Y: 


robin others oft their xp 
share. Overshipment has occu 
regularly in recent years. Ho 
Commercial Crime Burea 

uncovered 100 cases of suspec 
forged trade certificates and 

counterfeit export visas. China 
carment exports in the first hal 
1987 rose 34% over the same p 
od year, with silk exports. Hing 
&()9 a yy 


DHAKA’S DILEMMA 


Bangladesh is worried that in the. 
event of a Sino-Indian border 

conflict, New Delhi may request . 
permission to move military suppli 
through Bangladesh to India’s. 

northeastern border by invoking 
transit provisions under their 25 
friendship treaty signed in 1972. 
Dhaka would like to maintain s 
neutrality in any dispute betw 
giant neighbours, but has little 
if New Delhi insists on the trans 
rights. Although Peking has bee 
Dhaka's only steady and reliable 











several years, China understand 
Bangladesb's dilemma and is unlike 
















SRI LANKA : 
|. A Sinhalese politician was kidnap 
Tamil guerillas in the northern Jaf 
sula during a visit there to canvas 


for the forthcoming elections, it was re 
(5 July). At least 20 soliders we 


















rebels attacked and blew up a schoo 
used as an army camp on the northe 
peninsula (6 July). 


TAIWAN 

The cabinet approved an end to 38 year 
of martial law and sent its proposal to parli; 
ment for endorsement (5 July). The Legisla 
tive Yuan unanimously approved the ou 












VIETNAM 


Hanoi agreed to a visit by U 
envoy John Vessey on the issue 
cans still listed as missing in action h 
Vietnam War and other subjects m y be is. 
cussed, the US State Departme: said (7 






















. By Robert Delfs in Peking 
AA s China's leaders pack for their sum- 
F"& mer exodus from Peking, it appears 
that the ideological battles of early 1987 


to the struggle against bourgeois 
beralisation have become difficult to 
ind in the Chinese media. 

. Conservative leaders who spear- 
headed the media assault on liberali- 
ation in January, following the stu- 
nt protests at the end of last year, 
ave suddenly adopted a lower profile. 
rominent among the newly reticent 
onservatives is Peng Zhen, who de- 


arty affairs on the occasion of the June 
session of the National People's Con- 
gress standing committee, which he 
chairs. Others, such as Bo Yibo. the eld- 
erly vice-chairman of the central advis- 
< ory commission — in charge of prepara- 
| tions for the 13th National Party Con- 
| gress later this year — have recently 
|] renewed their public commitment to 
4- Dengist reforms. 

The turning point came in May. Pre- 
- mier and acting party general secretary 
Zhao Ziyang, in a speech on 26 May, 
| warned that ossified, over-rigid adher- 
“ence to the party's four basic principles 
could threaten China's reforms. He in- 
sisted that the general policies of re- 
form, opening to the outside world and 
enlivening the domestic economy had 
co-equal primacy with the four basic 
principles as the central tenets of the 


plenum of the 11th central committee in 
December 1978. 

Deng Xiaoping confirmed his own 
defection from the conservative camp 
three days later, when he began telling 
. visiting foreign leaders that leftism, not 
rightism, was the main threat to China's 
modernisation after all (REVIEW, 11 
| June). 
^. But the summer peace is partly illus- 
ory — newspapers in China are in- 
. tended to guide, not reflect, opinion of 

the public and party. The apparent in- 
.tensity of the conservative backlash in 
he early months of this vear reflected 
he. temporary control of the party 
propaganda apparatus by hardliners — 
directed by Deng Liqun — in the 
| wake of the fall of Hu Yaobang. The 
current media image, that of a leader- 
. ship once again firmly united behind 
the reforms, is no less an artifact of 
propaganda. | on 

The underlying political divisions 
and the generation gap within the 
leadership which became obvious in 






are over. Even perfunctory references 


lined to pronounce on national and. 


= party's line since the historic third. 


* e 


È WIH YOU IN 


- 


CHARGE, 


TL MAKE SURE YOUR ' 


January are neither new, nor have they 
been healed in tae past two months. 
Many who differ with the reformist line 
may have come t» appreciate the need 
for at leas: an appearance of unity be- 
hind it, after the damage both at home 
and abroed inflicted on the image of 
China's leadersh:» and polical stability 
since Hu’s resignation in January. 
But it s clear that the conservative 











challenge has been at least blunted, and 
that the reformists are entering the 
period of final preparations for the 
party congress in a far stronger po- 
sition than seemed possible even two 
months ago. 

What is most striking in the events of 
the past six months is the evident politi- 
cal skills of Zhao, despite concerns ex- 
pressed by some analysts that unlike 
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Hy, Zhao had not built up a network of 
supporters in*the party bureaucracy, 
and lacked experience in party infight- 
ing. 

Zhao demonstrated political cour- 
agê by standing alone against the con- 
servative tide from the beginning, and 
thereby greatly strengthened his sup- 

rt among reformist members of the 
eadership. 

In his bod New Year speech on 30 
January, Zhao announced that the anti- 
liberalisation campaign would be re- 
stricted to questions of political orienta- 
tion among party members and 
explicitly banned interference in eco- 
nomic reforms and rural policies 
(REVIEW, 12 Feb.), at a time when 
Deng seemed most concerned with de- 
fending his record as an opponent of 
liberalisation and defender of party pri- 
macy. 


hao's limits, promulgated among the 

party leadership as central commit- 
tee document PND4, were violated al- 
most immediately as the anti-liberalisa- 
tion campaign quickly extended into the 
fields of literature, journalism and pub- 
lishing. Experimental urban economic 
reform policies also came under attack, 
as did the iri pina popular and large- 
ly consolidated rural reforms. 

But while initially this contributed to 
the impression of weakness on the part 
of the reformists, the excesses of the 
backlash now appear to have facilitated 
Zhao's successful attempt to moderate 
at least the public aspects of the cam- 
— recent months. 

e reformists' strategy — whether 
planned or ad hoc — in essence was to 
give the conservatives enough room and 
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rope to frighten almost everybody. 

Chinese officials disclosed privately 
in late May that even the rural house- 
hold contracted responsibili"* system — 
the bedrock Dengist reform pioneered 
by Zhao in Sichuan in the 1390s — had 
come under criticism since the anti- 
liberalisation campaign was launched. 
Broad public awareness of = threat to 
roll back even the rural reorms was 
achieved through promineae editorial 
commentaries in the Peasants’ Daily 
and other newspapers. 

“If it is mot ‘leftist’ and ossified to 
hold that the household menagement 
system [in agriculture] mear* abandon- 
ing the collective economy, it sat least a 
misunderstanding,” the Peagle’s Daily 
commentator warned on 20. une, add- 
ing “it is a particularly seriows error to 
hold that household management is just 
a gust of wind. and that its petential has 
come to an esd...” 

Deng himself is reported = have told 
Bangladesh President H. M. ©=rshad on 
4 July that fcreign press reperts saying 
the pace of reforms bad slowes since the 
anti-liberalisation campaign: »egan had 
some basis, though he demed that 
policies had changed. Dene endorsed 
Zhao's leadership role at the same 
meeting, telling Ershad that “Zhao is in 
charge of all our affairs.” 

The new line Zhao enuncseted in late 
May stressing reform and the dangers of 
"ossified" thimking was the sult of an 
expanded po'itburo meeting seld on 13 
May, according to a report sned with 
the pseudonvm Lo Bing in *he Hong- 
kong magazine Cheng Ming. 

hao reportedly spoke for an entire 
hour, insisting that there be no devia- 
tion from tae referm pot@ies, and 





openly challenging Deng Liqun and his 
mentor, Hu Qiaomu, Mao Zedong's 
wartime secretary and a former director 
of the Xinhua newsagency. 

According to Cheng Ming, Zhao also 
cautioned Bo — who is in his 80s — to 
heed Deng Xiaoping's instructions in 
stressing the promotion of younger and 
middle-aged cadres. Vice-Premier Wan 
Li and politburo member Xi Zhongxun 
reportedly also spoke at the meeting, 
endorsing Zhao's views. 


N o mention of such an enlarged polit- 
buro meeting has appeared in the 
Chinese press, but editorials reflecting 
the arguments and language Zhao used 
in his speech on 26 May appeared in the 
People's Daily on the 17 and 22 of June, 
signalling the beginning of the shift pub- 
licly to downgrade the anti-liberalisa- 
tion campaign. 

The campaign thus appears to be 
meeting the same fate as the anti-spiri- 
tual polluton campaign of 1983, the 
only comparable attack on reforms 
mounted in recent years, though the more 
recent campaign, mounted shortly before 
the party congress and linked to Hu 
Yaobang's resignation, was a far more 
serious political threat. The anti-spiri- 
tual pollution campaign — also led by 
ideologist Hu Qiaomu and Deng Liqun 
— initially seemed to have Deng Xiao- 
ping's support, but it was aborted within 
a matter of months after arousing fears 
of a return to leftism. 

Detailed reports — none so far veri- 
fied — of a private meeting in early 
June at which Deng Xiaoping sharply 
criticised Deng Liqun's “mis-handling” 
of the anti-liberalisation campaign have 
appeared in Hongkong magazines. 

During the high tide of the anti- 
liberalisation campaign, Deng Liqun 
was rebuffed by several prominent writ- 
ers whom he asked to produce articles in 
support of the campaign, according to 
scurces in Peking. 

Despite the lack of official confirma- 
tion of such reports, it does seem clear 
that Deng Liqun, a key conservative fig- 
ure, has himself become the victim of 
scme sort of campaign. These reports 
serve reformist interests by portraying 


| him as personally and politically weak, 


and underline the thesis that Deng 
Xiaoping has decisively realigned him- 
self with Zhao and the reformist camp. 

This year’s political drama has 
been played out against the backdrop 
of the forthcoming party congress. 
Congresses are normally convened 
every five years, and this one will proba- 
bly be held in October. A new central 
committee will be elected, which will 
then meet im plenary session and elect 
its politburo, politburo standing com- 
mittee, secretariat and general secret- 


But all the congress will really do is, 
as it were, announce the score — the 
crucial political deals and decisions on 
personnel and a programme for political 
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reform are likely to be made in the next 
six weeks as [he leaders meet privately 
at the seaside resort of Beidaihe. 

Despite its apparent recent demise, 
the anti-liberalisation campaign is likely 
to have important effects on these deci- 
sions, and an enduring impact on the 
Chinese political landscape for years to 
come. 

In many provinces and functional 
constituencies, the process of selecting 
delegates to the congress has taken 
place under the influence of the cam- 
paign, shifting the weight of representa- 
tion away from younger and more lib- 
eral party members in favour of conser- 
vative veteran leaders. The anticipated 

litical complexion of the congress de- 
egations will inevitably affect selection 
of the new central committee. 

Whatever document for political 
structural reform is adopted by the con- 
gress, it will be more limited in scope 
than would have been the case had the 
events of early 1987 never occurred. 


I? remarks to visiting foreign lead- 
ers, Deng Xiaoping has made it clear 
that he intends to retire from the polit- 
buro standing committee at the con- 

ress, if not the politburo itself, though 

e has also said he will retain some of his 
present posts. This may require a revi- 
sion in the party constitution (which the 
congress is empowered to do), since 
both of Deng's current posts — chair- 
manship of the central military commis- 
sion and central advisory commission — 
are restricted to politburo standing 
committee members. 

It is widely assumed that Deng's 
withdrawal from the standing commit- 
tee is intended to force the simultaneous 
resignation of the ailing Chen Yun, first 
secretary of the disciplinary inspection 
commission, state president Li Xian- 
nian, and perhaps also NPC standing 
committee chairman Peng Zhen. Peng 
is not a member of the politburo stand- 
ing committee, and appears to be in ex- 
cellent physical health. 

Deng's comments have prompted re- 
newed (if vain) speculation as to the 
make-up of the new politburo standing 
committee, Assuming Zhao is con- 
firmed in the post of party general sec- 
retary, the most plausible candidate for 
pow may be senior Vice-Premier 

an Li. 

Born in 1916, Wan is three years 
older than Zhao. He was acting premier 
during Zhao's trip to Eastern Europe 
and Pakistan in June, as he was during 
Zhao's previous trips since 1982. Like 
Zhao, Wan was a pioneer of rural re- 
forms in the late 1970s when he was 
rig secretary of Anhui province. Both 

an and fellow Vice-Premier Yao Yilin 
— reappointed head of the state plan- 
ning commission on 23 June — have a 
demonstrated commitment to reforms, 
and represent known quantities to the 
veteran pagty and military leaders who 
backed the removal of Hu Yaobang. O 
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FOREIGN RELATIONS 


Mochtar’s mission 


Indonesia 2xplores possible solutions to Cambodia issue 


By Susumu Awanohara in Hongkong 


n an attemot to turn Asean's difficul- 

ties — caused by Cambodian Prince 
Norodom Sshanouk’s “leave of ab- 
sence” as leader of tae anti- Vietnamese 
Cambodian coalitien government — 
into an advantage. Indonesian For- 
eign Ministe- Mochtar Kusumaatmadja 
visited Pyonzyang en 3-7 July to meet 
the exiled pr nce. 

The full -esults of Mochtar's latest 
trip are not likely to be revealed until 
after his upcoming visit to Hanoi, now 
scheduled for late July. But it is evident 
that he, with Sihanouk s concurrence, is 
making an iritiative to find a solution to 
the Cambodia confict which “respects 
the Kampucaean people's rights as well 
as the security interests of Vietnam," as 
Singapore Prime Minister Lee Kuan 
Yew put it recently 

Sihanouk explained to Mochtar that 
his leave of absence was motivated 
genuinely b» his aversion 
to the Khmer Rouge, 
which has consistently at- 
tacked his forces Gespite 
being part of the anti- 
Vietnamese coalitien. He 
did not abar don the pres- 
idency, however, because 
he had an obligaton to 
China and Asean which 
had done much to help 
him and the Cambodian 
people in the past, 
Sihanouk told Moctar 

Both the Khmer Rouge 
and the third coalition 
faction, Khmer Peo- 
ple's National Libera- 
tion Fron, are mow 
requesting that Sihanouk 
resume his presidency before the UN 
General Assembly session later this 
year, when the Cambodia issue will be 
discussed ence again. Sihanouk will 
pront refuse to attend the assembl 

ut will convey a message to it, accord- 
ing to Mochtar. 

Mochtar's Pyongyang trip followed 
the Asean foreign ministers' meeting in 
Singapore last month, where Asean and 
its dialogue partners, despite Thailand's 
misgivings, condemned the Khmer 
Rouge and stressed that in supporting 
the coalition, they were not attempting 
to bring former Khmer Rouge leader 
Pol Pot beck to »ower (REVIEW, 25 
June & 2 July). 

The Asean meeting heard reports, 
conveyed Ly its own envoys to Pyong- 
yang, that Sihanouk had felt he had won 

reater freedom of action by going on 
eave; was n a beter position to attend 
whatever form of meetings may be ar- 





ranged involving the four Cambodian 

arties to the conflict (including the 

anoi-backed Heng Samrin regime in 
Phnom Penh), and was willing to meet 
the leaders of this regime if they came to 
him as "father of the Khmer people," in 
a third country if necessary. Sihanouk 
stressed that time was running out for 
him; both his father and his grandfather 
had died at the age of 64 and Sihanouk 
was already 65. 

All interested parties are now study- 
ing the so-called "four-point proposal" 
for a Cambodia settlement associated 
with UN Secretary-General Perez de 
Cuellar involving: 

» Initial partial withdrawal of Vietnam- 
ese troops from Cambodia under inter- 
national supervision. 

» Thesetting up of a four-party govern- 
ment of conciliation in Phnom Penh 
under Sihanouk's leadership. 

» Complete withdrawal 
of Vietnamese forces 
while the four par- 
ties of the concilia- 
tion regime adjust their 
armed units to reach an 


equilibrium of force 
levels. 
» General election under 


UN supervision. 

The four-point propo- 
sal is similar to the coali- 
tion's earlier eight-point 
proposal but removes 
some of its more difficult 
conditions and is thus ex- 

cted to be more palata- 

le to the various par- 
ties concerned. Nonethe- 
less, Vietnam is already 
insisting that the formation of a 
four-party government must precede 
Hanoi's partial withdrawal from Cam- 
bodia. The Khmer Rouge, China and 
the hardliners among Asean, for their 
part, are stressing that a settle- 
ment must follow a total and un- 
conditional withdrawal of Vietnamese 
troops. 

Mochtar feels that the Cambodia 
conflict must be solved in the con- 
text of five relationships — Sino- 
Soviet, Asean-Indochina, Thai-Viet- 
nam, Vietnam-Cambodia and intra- 
Cambodia. | 

He has no illusions about a quick 
settlement though he believes that 
conditions are better now than they 
have been for some time. But Thai- 
land, which along with China insists on 
supporting the Khmer Rouge, has be- 
come one of the major obstacles, he 
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EAP — Experimental Aircraft Prooramme demonstrator, Britain's most advanced fighter aircraft, that will prove much of the technology for the new 
European Fighter Aircraft — EFA. 





High 
Performance 


British Aerospace's new Experimental Aircraft — EAP — 
exploits technologies at the fasntiers of knowledge to achieve 
levels of aerodynamic agility and pilot contro! not previously 
considered possible. 

EAP will prove much of the technology for Europe's new 
Fighter Aircraft — BFA. Some 810 EFAs are required for the defence 
of Europe in the 1990s and be"ond, demanding a work commit- 
ment from British Aercspace aid its European partners well into the 
21st century. 

These projects require experience, skill, and vision — the very 
qualities that helped British Aerospace create supersonic 
CONCORDE, V/STOL HARRIER, RAPIER low level air defence system, 
GIOTTO satellite which intercested Halley's Comet, 146 the world's 
quietest jetliner and the exciting reusable spaceplane — HOTOL. 

British Aerospace today alesigns and builds more types of 
aircraft, defence weapons andispace systems than any other 
company in the warld. 

EAP is the latest in this lomg and distinguished line of products 
designed and developed to exgtore the best of today's technology 
for the needs of tomorrow. 


BRITISH AEROSPACE 


-40 Where 
we belong 


British Aerospace ple, 1f Strand, Lond» 
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Fig} Winning is all. 


SHARED GOALS, SUCCESSFUL ACTION 
= - REQUIREMENTS FOR TEAM EFFECTIVENESS - <i? 


THE TURN of the century. And im the USA, competitions between firemen’s cart and 
hose teams in which the fastest men ‘raised the alarm’ led the way for today's relay racers. 

THE Ouvmpics: The 1968 London Games saw relay races first 
included at Olympic level. The ase cf the relay baton originated i in the 1912 
Stockholm Games. 

THE. BATON: The baton mus: be carried in the hand throughout 
à relay race, and if dropped must be recovered by the athlete who dropped 
it. The baton must be passed caly within the take-over zone. 


The take-over zone is markec by lines placed ten metres before and ten metres 





Fig.2 First out, first in. 


after the scratch or start line. The f Fi Perfected. skills, = 





runner about to receive the baton. y ae 


must not start running more than ten. ~ 





metres before the take-over zone. 

There are many and widely d:ffering methods of baton passing all of which have 
their relative merits. | 

One thing is certain however and tha: is, as with any other skill, concentrated and 
continual practice is required for a team to »erfect a winning style. 

The TEAM: The all-important peint in deciding race order is to work together. 
After making a careful study of the competi:ive situation, race order should be made as a 
group decision. 

The team must have confidemce in exch cther, practise a great deal together and 
learn team skills. Sheer running atility is aot enough. As in all team endeavour, com- 
petence and confidence are two sidss of ore coin. 

The 'team' philosophy has been integral in the ascension of Westpac as 
Australias world bank. To talk trade finance, foreign exchange, capitali markets or 


project finance, contact Australia’s largest and 





most experienced banking and finamce group. 








Bahrain Beijing, C Chicago, € Columbus Frankfurs, Heniaxa, ies! ipid Houston, Jakarta, Jersey, 
| Seoul, Seos 














| By Suhaini Aznam in Kuala Lumpur. 
Phe N alaysian i oe is used to being 


obedient, ecting an abiding 





awareness of its political ownership. 


But there are limits to acquiescence 
even in the most pro-government estab- 
lishments, and on 22 April — the eve of 
. | the dominant United Malays National 
Organisation (Umno) assembly — 
ibo 0 journalists picketed the New 
dquarters, accusing the 
alleged “union busting 
, increasing” censorship" and 
edit ial stance,” among other 













sicket by tourmalisis from the 
onservative New Straits Times Press 
` (NSTP) — publishers of the country's 
leading English-language daily — ad- 
 mittedly restricted to the lunch hour, 
was significant. Umno, through its 
"nominees, has a controlling interest in 
the group and individual leaders have 
not been shy to send down directives to 
editors, say NSTP journalists. Umno of- 
ficials admit to the same with a shrug, as 
an unremarkable right of ownership. | 
All major English and Bahasa Ma- 
laysia dailies in Malaysia are owned by 
one or other of the parties of the ruling 
National Front coalition. News report- 
ing in Malaysia is very much an insiders’ 


E game. Knowing the state of play be- 


|; tween prominent oe and parties is 
| imperative to be able to appreciate a 
politician’s statements 
oeuvres.. 
Privately, journalists themselves ad- 
vise readers to buy more than one news- 
Paper to get anywhere near a balanced 
| view — the New Straits Times to follow 
'developments in the Malaysian Chinese 
“Association (MCA), The Star, owned 
by the MCA, for a fuller picture of 
‘Malay politics. Among themselves, 
they regularly pass on tit-bits of infor- 
‘mation which they know Her own 
editors will'not publish. 
But without a protest culture, even 
within literary circles, and with gener- 
‘ally: ineffective -unions and individual 
journalists’ constant fear of reprisals in 
| the form of barriers to promotions or 
salary increments, journalists are loath 
to take up the: cudgels against manage- 
.. ment interference. Union leaders regu- 
‘larly bemoan the willingness of bleed- 
| ing-heart journalists to. fight anyone 
. else's cause but their own. And when it 
| comes to the crunch, inter-newspaper 
|. rivalry hinders professional solidarity. 
Thus the once-in-a-very-blue-moon 
show of defiance is usually restricted to 
¿| aspecific organisation, without the con- 
-certed support of fellow journalists. In 
.the N STP's case, the picket by the news- 


and man- 





















! Malaysian journalists feel pressure of controls 


tinued P of salde 
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paper's branch of the National n of 
Journalists (NUJ) drew prompt objec- 
tions from workers in NST "s produc- 
tion department, members of the Na- 
tional Union of Newspa Workers, 
who claimed that tae journalists action 
threatened their livelihood. - 

Nevertheless, on 16 Juss the NUJ 
branch at the New Straits Times fol- 
lowed up by voting 299 to £3 in favour 
of strike action within 90 days 























The union maintained tivat the com- 
pany victimised journalists 35 a result of 
"their pursuit of fair and balanced news 


sd that the 
: the health 
alists, re- 
sentatives 


presentation." It also alle; 
company lacked concern f 
and safety of working jo 
fused to don Ms NUJ rey 










dants of journalists jailed u 


= ut six da: s later, on 
n) Registrar of Trade Un 





the NUJ to call off its strike threat, on 
| the grouncs that i* had ne: fulfilled a- 
clause in the Trade Union “ct, requir- 
ing the submission : ar list of the 
issues leading to the strike action and 
the exact nature of actions to be taken 
during the strike. Ehe union, however, 





maintains that it had full complied. 
The NUJ 5ranch has since written to 
Labour Minister Patuk Le» Kim Sai 
seeking his intervertion, buttc date has 





“not received. a reply, according to 


branch secretary G. Umakarthan. 
The NUJ believes that a 2-15% cut 


in ex-gratia bonuses at the end of last. 


year, blamed: on the co n 








vital Umno leadership battle. Mi 
while, the tabloid Star has closed t 
gap between them, reaching 150,0 


official figures are kept a close: 


| den other hee were mam) tc 


but one of the transfers were techni ! 
lateral moves. | 


. Bahasa Malaysia sister. paper, 
or lists in "Further ann ine 


| time at management | 



























with the newspaper’ s ; credibil ty 
public's mind. The circulation of thi 
New Straits Times has been falling, 
a reported high of about 210,000 a 
to an estimated 175,000 or even lo 
during a period which has included 
year's general election and this yea 





according to-its own estimate. News 
papers are not required to publish. 
tified circulation figures in Malaysia 


To be fair, the circulation drop 
cided with a.5-10 cent price rise 
April, prompted by rising né 
costs for all English and Bahas: 
papers. But the steady drop in adv 
ing revenue over the past recessioi 
year was matched by a correspon 
drop in morale on the news floo 
porters are regularly told whom t 
up and what to ignore, while sub- 
develop an instinct for whose 
graphs to place prominently o 
one. E: 

It was in this atmosphere that for 
welfare minister Datuk Shahrir 7 
Samad lodged a complaint aga 
Bernama, the government-own 
national newsagency, for alleg 
"fabrication of news" in the he 
ed campaign for the Umno leader 
ship. Shahrir was a vocal suppo 
er of former trade and industry 
minister Tunku Razaleigh Ham 
zah's challenge to Prime Ministe 
Datuk Seri Mahathir Mohamad 
His. complaint prompted an in 
house, public inquiry by the Ber 
| nama ‘Supervisory Board in lat 

„March. The board has yet tor 
"again to announce its fi indi 
- This notwithstanding 
Bernama news editors w 
| tó head state bureaux and fo 
] others were shuffled arou 
tween | Bernama’ s domestic; eco 

























































































modate the former trio. To be fa 


Meanwhile, two news producers’ fü 
TV3 — Malaysia's only commercial ' 
network whose owners, the FI 
Group, also owns the New Strait: 
—- were sent to the newspaper 





INDIA 


Counting the kickbacks 


Opposition parties raise the issue of official corruption 


By Salamat Ali in New Delhi 


iscarding the time-honoured tradi- 

tion of Indian politics of referring 
only indirectly to corruption in high 
places, local politicians and newspapers 
have begun making open and blunt 
charges about kickbacks. The opposi- 
tion is seeking to inflame public opinion 
on this issue. Increasingly, attention is 
being drawn to the vast opportunities 
available and the shortcomings of in- 
stitutional safeguards in fighting corrup- 
tion. 

The most frequently mentioned 
charge is based on an IMF report last 
year, which estimated that private In- 
dian deposits in Swiss banks totalled Sfr 
2.5 billion (US$1.08 billion). It is ar- 
gued that the IMF figures, based on the 
National Bank of Switzerland's statis- 
tics at the end of 1984, are the mere tip 
of the iceberg. 

The allegation is that several 
hundred million dollars flow out of 
India illegally each year and that of late, 
this volume has increased significantly. 
It is charged that unauthorised accounts 
held by Indian nationals in overseas tax 
havens — Bermuda, Cayman Islands, 
Hongkong, Bahrain, and offshore facili- 
ties in the US — amount to many times 
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the 1984 Swiss figuze of US$1.08 billion. 

An offical commission headed by K. 
N. Wanchoo, a fo-mer chief justice of 
India, some years ago listed at least a 
dozen avenaes of g-nerating and spend- 
ing black money oruntaxed wealth both 
within and outside the country. These 
included: under-the-table business tran- 
sactions, smuggling of gold, dia- 
monds and other uxury items, illegal 
foreign-currency transactions, hoarding 
of scarce commodities, speculation, 
black-marketing, Ilegal purchases of 
import/expert quctas and licences at 

remiums, and secet commissions and 
ribes. 

The major uses 5f such black money 
ranged from bribisg or busting unions 
to buy industrial peace, donations to fi- 
nance elections ard other political ac- 
tivities, and acquisition of property — 
both in legitimate and fake transactions. 

The new allega ion is that there is a 
nexus between besimessmen and cor- 
rupt officials and hat since the induc- 
tion of liberal ecozomic policies under 
the present cabiret, the interests of 
these two groups have coincided as 
never before. Both groups are accused 
of indulging in id=ntical malpractices, 


PAKISTAN 





severally and T a point em- 
phasised by V. P. Singh %— a former fi- 
nance minister who also held the de- 
fence portfolio briefly before being 
forced out of the cabinet three months 
ago. e 

Since his ouster, Singh has continued 
his campaign against corruption, ad- 
dressing well-attended public rallies in 
several states. However, he has pleaded 
his inability to disclose the details of the 
shady deals as he is bound by the oath of 
secrecy on official matters. 

During Singh's brief tenure as de- 
fence minister, allegations surfaced that 
secret kickbacks had been made to In- 
dian agents by the Swedish company, 
Bofors, in supplying artillery guns to the 
Indian army. The Bofors deal was con- 
cluded long before Singh took over the 
Defence Ministry. Singh has since 
suggested that New Delhi should ask 
the Swedish Government for a com- 
prehensive account of Bofors' dealings 
which could reveal the payment of Rs 500 
million (US$38.5 million) to Indian mid- 
dlemen in the artillery deal. 


Gne argued at a meeting in Luck- 
now on 13 June that he remained 
loyal to the ruling Congress party, but 
his loyalty could not be stretched to in- 
clude the shielding of economic offend- 
ers and illegal commission agents in 
defence deals. ' 

Apart from whatever slush money 
the businessmen are accused of passing 
on to those in authority, the govern- 
ment itself controls a vast entrepreneu- 
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rial empire. In the mixed economy of 
Ihdia, the assets of the public-sector 
undertakings amount to about US$38.5 
billion. Each year, these enterprises 
buy and sell goods and services — in- 
chiding major outlays on the capital 
account — worth several billion dollars. 

Some analysts have estimated these 
transactions amount to as much as 
US$77 billion annually, if all the sales 
and purchases made domestically are 
also included. The insinuation is that 
there is a payoff on all the sales and pur- 
chases. 

Despite the vast outlays, the public 
sector has lost money since its inception 
after independence, except in the past 
couple years when it showed marginal 
profits. For quite some time there has 
been a debate on the extent of au- 
tonomy these public-sector enterprises 
should be allowed so as to make them 
profit-oriented. Prime Minister Rajiv 
Gandhi himself has conceded that he is 
unsure of the correct balance between 
managerial freedom and public accoun- 
tability. However, he has insisted that 
public-sector. enterprises must remain 
accountable to parliament not merely 
for their profitability but also their gen- 
eral functioning. 

The Oil and Natural Gas Commis- 
sion (ONGC) accounts for 80% of the 
recent profitability of the public sector. 
The ONGC exports light crude oil for 
which there is not enough domestic re- 
fining capacity. The prices of its exports 
are not decided by ONGC executives, 
but by some bureaucrats in New Delhi 


functioning under the wings of their 
political masters. Similarly. plans for 
major incustrial projects, whether in 
the public or private sector, -eceive final 
approval from the government, which is 
dominated by bureaucrats. 


llustrating the phenomenon is the 

charge made by an MP, F. P. Unnik- 
rishnan. Quoting from European 
Chemical News, he said thas 90% of the 
business of the Italian firm Snam 
Progetti came from India His latest 
allegation involves the  public-sec- 
tor agency, Gujarat Stat Fertiliser 
Corp. (GSFC). He said that the In- 
dian Ministry of Petroleurs and Ferti- 
lisers, “acting as conduks of deci- 
sions made elsewhere,” had forced the 
GSFC to hold back the selease of a 
global tender for an amonia plant 
with a 1,350-tonne daily capacity, so 
that the contract ceuld be gen to Snam 
Progetti and its subsidiary Companies. 

Unnikrishnan said: “My demand as- 
sumes significance in the ccntext of the 
recent exposure of the Bofors and 
HDW [West German submarines] 
deals. But if this Italian multinational 
company |Snam Progetti] i: thoroughly 
probed, the disclosures will be far more 
sensational.” 

Demanding that the prime minister 
prove his bonafides by orcering an in- 
quiry into the Snam Progett 's past deals 
with India, Unnikrishnan 3lleged that 
the Italian company, in collusion with 
elements in the pr:me mini-ter's house- 
hold, had deprivec India of 10t less than 


Rs 15 billion. He threatened to come 
out with more details if the govern- 
ment did not order a thoreugh investi- 
gation. 

No firm estimates are available on the 
extent of graft. But some opposition 
critics estimate that these could range 
to about US$2 billion a year, assum- 
ing a 2% kickback on the estimated 
US$77 billion public-sector transactions 
and a 5% cut on the total Indian imports 
of about US$15 billion. 

In support of the allegations, the cri- 
tics quote the World Bank's unfavoura- 
ble comment on the prices paid by India 
in recen: years for buying power- 

enerating and fertiliser plants abroad. 

ese critics allege that the prices were 

20-30% higher than those prevailing in 
Western Europe. 

The defence deals have attracted 
much criticism lately because unau- 
thorised commissions or kickbacks on 
arms are said be much higher. Arms 
dealers are known to offer different 
prices for the same arms depending on 
the customer, giving scope for hidden 
kickbacks. Alleged corruption in de- 
fence deals dominated the last ses- 
sion of parliament, but the opposi- 
tion was stymied by the overwhelming 
majority of the ruling Congress party in 
the legislature. The opposition also has 
little recourse to courts in the matter, 
because presidential sanction is re- 
quired to take a public official to court. 
All the same, when parliament recon- 
venes later this month corruption 
charges will be aired again. Ol 
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By James Clad in Manila 


I: the run-up to their first formal ses- 
sion on 27 July, the winners of the dis- 
puted 11 May Philippines’ congres- 
sional elections (REVIEW, 28 May) have 
| chosen leaders for their two legislative 
| chambers in an atmosphere of factional 
. | wrangling that augurs poorly for rapid 
| legislative reform. 
The bicameral legislature's upper 
house, the senate, comprises the 24 
highest polling of 86 candidates of a 
nationwide constituency. But though 
nearly all the 11 May votes have been 
counted, the Commission on Elections 
by 8 July still had not declared formally 
| who would become the 

22nd, 23rd and 24th rank- 
| ingsenators. 
| President Corazon 
-Aquino's Lakas no Bayan 
| (Laban) coalition had won 
- | 22 seats with the two re- 
_ maining places likely to go 

to former defence minister 
Juan Ponce Enrile and film. 
star Joseph “Erap” Es- 
| trada. Notwithstanding the 
lack of a formal declaration 
| on the final places, the 20 

|n confirmed — senators-elect 
— | on 30 June chose as senate 
| president Liberal Party 
| chief Jovito Salonga, who 
| had won the highest number of votes on 
| H May. 

Salon a beat former justice minister 
| Neptali "Gonsales. despite the latter re- 
.| ceiving Aquino's initial endorsement 
for the prestigious position. Under the 
| new constitution ratified in February, 
the senate president stands second in 
succession to Aquino's job, after Vice- 
President Salvador Laurel, in the event 
of her death or incapacity. 

On the same day, Teofisto Guingona 
received Salonga's nod to become se- 
nate president pro tempore, to act in his 
absence. Guingona belongs to a small 
centrist political party called Bandila. 

After the February 1986 revolt 
against former president Ferdinand 
Marcos, Salonga became chairman of 







Government, a controversial agency 
confiscating assets belonging to promi- 
nent figures of the former regime. The 
67-year-old politician has a strongly 
"nationalist" reputation, critical of the 
US. He also harbours ambitions for the 
a country's top job. 
A day after Salonga won the senate 
presidency, the government's equally 





house speaker. One hundred and sixty- 





| Pelaez and the M NL s chief 


the Presidential Commission on Good |. 


strong lower house majority chose the | 


two congressmen and women allied one |. 


E EE E—— —— 





Factional fighting 


Newly elected legislators choose House and Senate eaders 


way or another to Laban chose Ramon 
Mitra, a native of Pzlawan island near 
Mindanao. Aquino v ill add 25 appoin- 
tees to the 200 elective siots in the lower 
house before 27 July these people will 
come from labour, veterans, farmers 
and other “seetoral groups.” 

In the secret ballo , Mitra easily won 
with 95 votes agains 38 for Fransisco 
Sumulong and 26 for Jose Yap. Both of 
his opponents have patronage or fami- 
lial links to Aquino’: * younger brother, 
Jose “Pepi Cojtangco, himself a 
newly peak -sman and increas- 
ingly influential backroom power broker. 

Mitre became Aquino's 
f rst agriculture minister in 
tie transitional govern- 
ment after February 1986. 
He also served as chief gov- 
ernment negotiator with 
tae communist-dominated 
Nationa? Democratic Front 
fer a penod last year. 
Mitra eft the cabinet 
tais year with Aquino's 
explicit support for his 
"T| later taking the house 

1| soeakersp (REVIEW, 4 
Jane). Despite some 
press uproar over Yap's 
and Sumulong's candida- 


— 2343 Él. N "4 
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A tes the ike was never in doubt. 


Laurel, who now has litle influence 
within the government, sniped on 2 July 
about “last minute signals” from 

Ax yeep to wavering congressmen on 
alf of Mitra. Orlando Mercado, an 
officer of Laurel’s United Nationalist 
Democratic Organisation, became se- 
nate floor leader for the government's 
enormous senate majority. 

After meeting Aquino on 30 June, 
Salonga said the’ president reiterated 
her dislike for the “lavish spending, jun- 
kets, patronage” characterising the old, 
pre-martial law congress. One tendency 
seems certain already — both chambers 
will add to the government's clutter. 

The 24-member senate will spawn 34 
committees, while Mitra already has set 
up a lower house “task force” on land 
reform — easily the most over-talked 
and under-actioned item on the Philip- 
pine political agenda, In addition, Mitra 
says each of the lower house’s many new 
committees will have “investigative 
functions,” a recipe, some say, for more 
governmental paralysis. 

The taking of the major congres- 
sional job by old-era politicians points 
to a resurgence of other old-era habits: 
horse-trading for congressional com- 
mittee chairmanships and grand-stand- 
ing by legislators anxious to build up 
their power vis-a-vis Aquino’s cabinet. 
Already, some observers see the first 
moves by the congress, even before it 
meets in formal session, as pointing to 
an “asymmetrical” system. By this they 
mean a government in which a basically 
passive presidency watches and reacts 
to a congress that will go its own way. 
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y Charles Smith in Tokyo 
Whe decision in early July of the Ja- 


'ouncil to cut the price at which the 
overnment buys rice from farmers for 
he first time in 31 years marks a signifi- 
ant victory for the government over the 
werful farming lobby. But the cut 
es not appear to mean that Japan is 
ioving significantly closer towards the 


ce industry. 
Rather, the council’s move looks like 
he first stage in a carefully contrived 


MoA) to foster a national consensus in 
avour of the maintenance of the exist- 
ng ban on rice imports. Rice import 
beralisation is not yet formally sup- 
rted by major Japanese consumer or- 
nisations, but has become an increas- 
ngly tricky issue for the government. 
ajor industrial organisations like the 
‘Keidanren have begun advocating im- 
port liberalisation as a way of re- 
ducing Japan’s big external trade sur- 
plus. 

Signs that the US may give pride of 
- place to the rice issue at the forthcoming 
= Uruguay Round of General Agreement 
of Tariffs and Trade talks have also 
been worrying officials at the MoA for 





he price of rice 


'rospects for import liberalisation still bleak 


.panese. Government's Rice Price- 


doption of a free-market system for the 


ampaign by the Ministry of Agriculture - 


whom import controls are the key pillar. 





of its policy ‘or supporting small-scale. 


agriculture. 

In acceptiag a recommendation from 
the government and the ruling Liberal 
Democratic Party te cut the producer 
rice price by 5.9% at its July meeting, 
the council reversed its stand of a year 
earlier. It hac rejected a government rec- 
ommended price cut after three days of 
discussions m favour of a decision to 
freeze prices at the previous level. In 
contrast, the 1987 decision was reached 


in a day. The price cut appears to be a 


response to he sharp fall in farm pro- 
duction costs, which has resulted from 
yen revaluation, as wel! as price diffe- 
rentials with other rice-producing coun- 
tries. Nearlv all other producers pay 
their farmers only a fraction of the price 
paidin Japar. ` 

More important ther either of these 
factors in helping the council to make up 
its mind mav have been the public out- 
cry which gr:eted both the 1986 pricing 
decision anc press reports of the arm 
twisting techniques used by the Central 
Union of ‘Agricultural Cooperatives 
(CUAC) to persuade Liberal par- 
liamentariars to agree to its price de- 


mands. In tae run-up to the 1986 gen- 


eral electior (when the LDP scored a 


smashing victory, in part with the 


s 
for 


ened CUAC's lobbying power in the re- 
cent round of price negotiations. At the 
same time, CUAC and other farming 
interests may have played into the 
hands of big business interests who had 
long sought to deflect criticisms of 
Japan's “excessive” manufactured ex- 
ports by focusing attention on the pro- 
tected agricultural sector. 


|» documents calling for the 
freeing of farm imports issued in the 
past year by business organisations like 
Keidanren and the Nikkeiren (the 
Japan Employers’ Federation) have 
been extensively aired in the press, 
though not all have explicitly called for 
the immediate liberalisation of rice ex- 
ports. Taking its cue from Japanese 
pressure groups, the US Rice Millers 
Association (RMA) has launched its 
own campaign for access to Japan. 

The RMA broke a long tradition of 
silence on the rice import issue by Ame- 
rican interest. groups when it an- 


nounced, in August 1986, that it was 
seeking compensation for Japan's rice 
import barriers under Article 301 of the 
US Trade Act. The application was re- 
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. WHAT IS LOTTO 6/49? © 


Lotto 6/49 i is the official Canadian version of 
. Lotto—the world's most popular form of lottery. 
It's the lottery in which you pick your own 
numbers and it's called "6/49" becausé you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN TPLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 
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mprove the situation. qum 
iling that, the US appears likely to 
ate against Japan on the rice issue, 


g semiconductors. “Solving” the rice 
ficult than solving the semiconductor 
no leverage over American opinion 
ja eai to the edge given it by the 


electronics industry's obvious. need 
imported semiconductors. | 








insensus among domestic interests 
favour of import liberalisation that 
it have proved almost impossible to 
st. However, even supporters of the 
ting policy line admit that the MoA 
mly half-way towards achieving its 
ectives. Despite. the publicity. given 


r Japanese consumer ‘groups: is the 
retail price of rice. 3 


> my cfore this can come down the govern- 


rice price” (the price at which rice is re- 
eased to wholesalers from government 
stockpiles). “Any cut in the consumer 
price seems certain to involve a trial of 


Mon d T of Finance, pun 


et deficit. 

The MoF's spokesmen are on record 
n soang cuts in the consumer price 
f rice, not because the ministry feels 
prices are reasonable, but because 
it objects strongly to the existence of a 


he government to producers and 
t at which rice is released to 
holesale dealers. The rice subsidy now 
costs the government an estimated 
Y380 billion (US$2.55 billion) a year. 
All or most of the subsidy could be 
eliminated by freezing consumer prices 
at their current levels while reducing the 
purchase price paid to farmers. 


rice problem, which appears to be 
favoured by the MoA as well as by 
academic and other specialists, would 
ppear to be to reduce Japan's pro- 
uction costs to a level at which rice 

ners can survive without either 
bsidies or a ban on imports. But 


try’s existing tiny farms into larger units, 
which would be one of way of achieving 
this, could take decades rather than the 





lem. Bridging this time ; 
o. call for considerably 











































































east as strongly as it has done over 
her trade disputes such as that involv- |, 

By Emily Lau in Macau 
ortugues2 President Mario Soares. 
has ignored requests by some politi- 


yroblem, however, could be more dif- |. 
oblem, since the government possess- - 
promote the enclave’ 
secretary fcr econ finance and 
tourism, Carlos. Monjardino, to the va- 
By forcing farmers to agree, for the 
ime in many years, to a cut in the 


ducer price for rice, the MoA seems” 
hoped to forestall the formation | 


e producer price issue, the bottom. 


a) ment will need to cut its “consumer 
dino. A number oflegisla- 


bied on his behalf, even 


ative margin between the price paid | solicit his 1elp. Although 


The long-term solution to Japan’s s 


ie. process of consolidating the coun- | 


one or two years which the US may ine 
sist on for a “solution” to the rice prob- 
| p seems likely. 


b _ General 


'| The lobby that failed 


cal and financial ewe in Macau to 


cant post of governor. On 3 July, Soares 
appointed irstead Carios Melancia, 59, 
an electrical engineer and a former 


minister of ndustre and technology to 





succeed Joaquim P*nto Machado who, 


in June, resigned. abruptly after being in — 


office for oniy one year. 

Sources kere said Melancia had been 
Soares’ choice for seme time and his ap- 
pointment was merely delayed by the 
lobbying fo- Monjarcino, but that the 
president never intended to change his 
mind. Mon ardino is now acting gover- 
nor and may stay or for a few more 
months to assist the new governor — 
Macau's 12&th. 

Last moath Stanley Ho, head of the 


'STDM corporatior which runs the luc- 


rative Macau casines, pub- 
licly endorsed  Monjar- 


tive assembly deputies are 
understood to haxe lob- 


making trips to Lisbon to 
do so. 

In June. suppcrters of 
Monjardino — appointed 
at the sam: time =s Pinto 
Machado — met legisla- 
tive assembly president 
Carlos D'Assumpcao to 


D'Assumpeao — whe later mE 
also visited Lisboa to see . 


| Soares — did no: openly 


back Mongardino-he privately told dep- 
uties he did not favour Melancia. 

Some politica commentators be- 
lieve than Ho may have harmed Mon- 
jardino rather thaa helped him. It is pre- 
sumed that the president was reluctant 
to appoint as governor anyone who had 
had any previcus association with 


STDM. Monjardino was in charge of re- 


negotiating the cempany's gambling li- 
cence, which has been extended until 
the year 2801 — two years after China is 
due to regain sovereignty over Macau. 


This agreement is believed to have irri- 


tated Pek-ng beczuse it was reached be- 
fore the 3ino-Pertuguese negotiations 


setting the 1999 date were concluded. 


Perhaps surpmisingly, the campaign 
to s si Morjardino had also re- 
ceived the tacit blessing of Ma Man- kei, 
a legislatwe assembly deputy and head 
of the influentia pro-Peking Chinese 
champa 


s former under- | 





of Commerce: 





| Soares ignores support for Monroe: as govemor : 4 m 


Macau sources say that. Ma's support 
did not, for once, reflect the wishes of 


| Peking. "The Chinese are known to have 


been upset by Monjardino's position 
that if Portugal did not get what it 
wanted from the negotiations with Pe- 
king it should hand the territor over . 
mm leave immediately.. (REVIEW, 25 

Neither did. Monjardino’ s support 
for a plan to build an airport in Macau 
go down well with the Chinese, who | 
want to build an airport in neighbouring | 
Zhuhai.: He also was criticised locally |. 
for the manner in which he decided last 
year to transfer more than 100 million 
patacas (US$12.5 million) : the civil 
service pension fund to some European 
banks to earn higher interest. There 
have also been reservations about the 
apparent vagueness of financial control 
over his plans to raise 100 million 

atacas from local banks to assist new 

industries and the setting up of the 
Macau foundation to pre- 
..| serve Portuguese culture 
| under the agreement with 

STDM. | 

Pinto Machado i is con- 
sidered to have been the 
exception to the tradition 
of Portuguese adminis- 
trators getting involved 
with local business pro- 
jects. Leading Macanese 
| lawyer Henrique de Senna 

Fernandes described Pinto 

Machado as “a very honest 
man, uncorrupt, an idealis- 
tic man who. was out of 
place in à materialistic part 
of the world." - 

| Sources here described the appoint- 
ments of Pinto Machado and Monjar- 
dino by Soares as political expedience. 
After the presidential election last year, 
Soares wanted to reward . Pinto 
Machado for his support. He also needed 
someone who seemed to be above 
politics and with a scholarly image to 
guide Macau through the difficult Sino- 
Portuguese negotiations and to improve 
relations with the Macanese. — — 














Since Pinto Machado had no experi- A 


ence in administration and finance, © 
Soares ap 
political ally and a banker with interna- 
tional experience, to oversee the run- 
ning of the administration. The gover- 
nor's unhappiness with the arrangement 
was apparent almost from the begin- 
ning. Only a few months after his arriv- 


al, reports began circulating that he was =: B 
unhappy with the job, and that he and. | 
Monjardino were not on good term 


inted Monjardino : another e] 
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“With IBM, I can sleep well at night.” 


—— Dominic Hui Deputy Computer Manager 
Television Broadcasts, Ltd. Hong Kong 
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For TVB, time — literally — is money. 
station that 2 — Kong. news a 
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"ine resources. 
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us sales bidding method. The det üme 
goes to the highest bidder. 













isactions daily, ORE Pics ke num! iber 
fore the conversion. C apacity problems ; 
lved, Hui spends time improving t the, : 


stem so sales people can make even | 
we effective use of it. 
























Electronically tracking which time a 
been sold at what price is the job of 
Dominic Hui, TVB’s deputy computer 
manager. To satisfy the demands ‘of his 
clients, Hui teamed up with IBM. Now: the 


best time goes to the highest bidder. Ew T. 








With sales activity up, Hui needed more e 
capacity. IBM proposed that TVB switck 
its operating system from DOS to MVS, 
which is faster and more powerful. Isa 
major charige, and usual ly requires . 
additional hardware investment. But IBM’ 
careful planning and close work with TYP 

















; its a little easier. 
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ISA — THE MOS BAWIDEL 


THERE ARE TWO WAYS of 
enjoying the coming Winter 


Olympic Games in Calgary, Canada. 


The hard way is to enter as a 
competitor, and for that all you 
need to be is one of the world's 
top athletes. 

The easy way is to use VISA. 

Because VISA is the only 
worldwide card that will be 
accepted at the 1988 Olympic 
Games — as you might expect 
from the world's most widely 
accepted name. 


Well give you 








VISA 





ev 


. | Its everywhere you want to be. 


CCxPTED NAMI 


So whether you're buying a 
down parka, tickets to the Men's 
Downhill, a dinner of grilled Coho 
salmon, or anything else at the 
Olympics, VISA will make life that 
much easier for you. 

It will also allow you to buy 
tickets in advance so you dont 
get left out in the cold. 

So take your VISA Card and 
VISA Travellers Cheques to the 
Fifteenth Winter Olympics. 

You'll be guaranteed a very 
warm welcome. 
























2 :- WE cannot redii claim that it came |. 
- j. as an astonishing bolt from. the. blue 
| when the Indonesian authorities indi- 


ited that the visa of our Jakarta bureau 


chief, Shim Jae Hoon, would not.be re- 













newed. After all, the survival rate S be 


correspondents — for the REVIEW as ` 


for other publications — is not high. 


Our hopes were high for. Shim, | 


however. He had eased himself smooth- 
ly into the always delicate ^ task 
of reporting developments in. 


donesian 
through the 
ers but. avoiding the setting-off of any 


thoritative official sources. that, 
han welcome, there was nothing 
gainst him in the files, and no objection 
O à visa extension. That was evidently 


| the | 16 
*^t. complex and convoluted world of In- | i 
society, picking. his way 
socio-political- religious. 70 
‘minefield, noting the mines for hisread- | years, ha 
two of Ind 
xplosion. Indeed, we had heard from | si: 4 


gh some of his copy was naturally | 










efore a last-minute edict came down | today’s si 
|. from on high. We hear, too, that many | 















shadiw play of 









fines obscurartism as “op siti 
quiry, enlight enment and 


: - i people i in high places are angry and em- w ié 


arrassed by the decision. 


4 © THE episode certainly points up the - 







difficulties of attempting to report and | a 


| analyse. developments in Indonesia. 
The parliament, the cabinet and: the 
ministries are all in place, theoretically 
ruling over their areas of responsibility. 
But, on the other end of Jakarta's 


.seesaw, sit the armed forces, Abri, with 


| powerful generals presiding over what 
they regard as the country’s security. 


And above them sits the “Old Man,” a Rahman’s leadership, or du 


: .. President Suharto. 


He has held effective power ever 


since he overthrew his charismatic but 
destructive predecessor, Sukarno, 
mid-1966. Now nominated to. begin a 
fifth presidential term in March next 


| year (a term not be due to end until 


|. 1993), Suharto has become a more re- 
“mote and more controversial leader. 

The glacial speed of his programmes of 
change and reform has exacerbated the 
jockeying for power among his political 


and military entourage, of whom only.a | 


favoured few enjoy access to his coun- 


| sel. The system — if system it is — -ap- 


pears increasingly vulnerable to presi- 
dential whims and to the refusal to ac- 
knowledge that many of those around 
him are enriching themselves. 


Who made 


rhaps 
| logi ical answer. It seems fairly clear only 


that. despite the statements of certain - 


4. officials, Shim is being punished for arti- 

les written by others. 

^^. Such an assertion contrasts with the 
dvice. given previous correspondents 

by the same ffi icials: “If you have a spe- 

. cially sensiti bject, like the corrup- 
tion surrounc 




















contrast beeen Malaysi 


in | under far coit threat — 








E them i in por 
€ THE Javanese complexity of the 
shifting play of power in Jakarta is not 
only difficult to report; tangling with it is 

| like fighting with a jelly fish. 

the decision about Shim and why are - 


| USS$10 million, < and then us 
not questions admitting of any | 


members of the Old | f 
























that country’s opeaness and 
under the years of Turk 


his successors, Tur Razak 
Hussein rus And in tho 
“dominoes” Southeast 


and without — than today's ( 
aginary) challenges. . 
€ WHAT is the peculiar 
sions which cause a lead 
woman, to want to hang on 


of obses- 






E 





power? Is 
ielding of 


neurosis with which power 
to a total identification ont 





ple — often a huge 
pulation — which put 
| power inthe first place 
cases, to such motives must be added 
that of greed —"which triggers 
set of questions. -elevant to Mz 
others still ia place: why; afte e 









S a Con Baan aeed to pend for 
the next ten generations. 


€ RECENTLY; thanks to Go public- . 


spirited Hongkong gentlemer; I had the 


ance to see two of the filmewhich the - 


Ly is to nume bur | 


man or 






-or her cowatry’s wel- 
s process, & they lose - 
men sense and judg- 





| among them during the years of Ch 
| Cultural Revolution and its aftern 





| warnings to a community ab 


| ing to do in China. But the 
| apparatus in Hongkong is as. 
„illiterate, 

ea By politically blinkered as censors are 
ily. S | where else. 


d. done to China — to its political str 
| ture, its economy, its social fab 
| family life and to relations between 


| statemanlike. fashion 
| Perhaps that also explains their impat 


Hongkong. Government has banned. 


RM public nering üllcgally, as has 


comedy, a Chinese version of The: 
| spector General, telling of toadyi 


¿may have been a great leader in re" 
: | tionary times, but who lived for thre 


grasping onto power and attempting n 


| hisdotage to rewrite future history bo 
| 1 € PERHAPS that is one of the moti 


transitory daily newspapers and weekly 
| magazines as secondary sources whe 


sad old communists still in 


prior to 1965; a sizeable number 2 





been since revealed). ‘One: The C olde 
. Winter ir. Peking, was an awesome ta 
of the sufferings of a group of peop 
and the hatred and mistrust- sow 








the other /f | Were for Real is a bl 






favour-currying and corruption an 
Communist Party cadres in Sh 
Both might be said to con 





absorbed by China in 10 y ars" 
equally both were grist to: w 
Xiaopeng and his mode 










stupid, unimaginative 








Implicit in both films was. the d; 












ple — wrought by the senile dete: 
tion of Mao Zedong to impose h 
on China. Both dramatically ill 
the enormous harm done by a ma 








decades too long after victory, 


















of old men who refuse to realise 
their day is done and to step do 
gracefully — as the Tungku did in si 
in Malaysi: 





ence with the press, for they suspect that 
historians of the future will use th 


their definitive biographies are being 
written. . 
e SUHARTO i is no Mao; neither doe 
he find it necessary, like Lee Kuan Ye 
to demonstrate how tough-minded h 
xy behaving ruthlessly, not to say 
lictively. Suharto comes fron 
civilisation. Although Indon 
black spots — vigilante militant. Br 
who disposed of unwante 






























casionally executed) for what tt e: 





tical prisoners; oppressed mino 
and so on — the present fepe a 
unremittingly harsh. B 
Nevertheless the man now play 
the traditional role of a Javanes 
monarch has been in power for. mor 
than two decades. Despite earlier prom 
ises to stand down, he now proposes. 
rule the country until 1993. He 
benign and tolerant Suharto 
to be, corruption surrounds. 
and there are many jockeyi 
tion. Shim Jae Hoon was e 
of the butterflies broken up 
ofi i politics: f * 
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Lange's socialists serve uo conservative answers 


Divide and conquer 













convert te Zealand rugby team 
B ls stormed to an easy 
» | win in the first World 
Rugby Cup competi- 
tion. The 29-9 win 
over France capped 
ee six weeks of power 
rugby that included the demolition by 
49-6 of arch-rival Wales. New Zealand 
was back on top in its national sport. 

It was the first time since the street 
battles over the tour of New Zealand by 
the South African team in 1981 that a 
broad spectrum of New Zealanders felt 
good about their national team, the All 
Blacks. 

The rugby resurgence could not have 
happened at a better time for Prime 
Minister David "pis Be Labour Party. 
Nearing the end of a turbulent first 
three-year term, Lange was preparing 
to go to the polls. The rugby win in a 
sports-mad country was a pleasant di- 
version from the diet of breakneck eco- 
nomic reform that has sorely strained 
the country’s social fabric. 

Yet Lange scarcely needs the boost. 
Even as the rugby players were on the 
field, samplers for the Heylen Research 
Centre's monthly public opinion poll for 
Television New Zealand were recording 
a lead of 26% for Labour over the oppo- 
sition National Party. That lead was a 
record in the 13 years of the poll — and 
beat a previous record lead of 18% 
scored by Labour in November 1985. 

By the time Lange announced on 30 
June that the general election would be 
held on 15 August, a powerful tide was 
running in his favour. So powerful was it 
that some mused that it could even 
sweep veteran former prime minister 
Sir Robert Muldoon — who not long 
ago boasted one of the biggest 
majorities in parliament — out of the 
house. 

None was more confounded than 
Muldoon himself. As prime minister 
and minister of finance for eight-and-a- 
half years until July 1984, Muldoon had 
resisted calls for economic reforms 
along the lines introduced by Lange’s 
government, on the grounds that the 
voting public would not accept the dis- 
ruption they would cause. Yet, confirm- 
ing a rising trend since March, the 
Heylen poll recorded more than half ap- 
proving the government's handling of 
the economy. The poll even recorded, 
for the third month running, a majority ap- 
proval for the government's new contro- 
versial valug added tax (VAT) on goods 








“i 





and services, introduced in October. 
Equally extraorcinary, the poll was a 
ringing endorsement of a budget re- 


vealed two days earlier by Finance 
Minister Rcger Dougias that conceded 
nothing to clectionzening. A handful of 
benefits we-e increased — but by less 
than the rate of mation. For the gen- 
eral public there was nothing else. 
Douglas instead ccncentrated on tight- 
ening business tax 'oopholes, selling off 
shares in stete comoanies to repay some 
debt and thus, because of the 
peculiarities of a time-rusted govern- 
ment accounting system, recording a 
"surplus" for the-fi-st time in 50 years. 
By any standards the Lange govern- 
ment's recard of innovation, reform and 
change has been astonishing. An Ame- 
rican jourralist visiting Wellington in 
June said i was living proof that there 
could be radical change in a democracy. 
Lange aad Deuwelas inherited in 1984 
an economy in serous trouble and a so- 
ciety divided. Three years on the econ- 
omy is still n senoas trouble and society 


The Lange profile: page 32 
View -rom Sydney: page 33 
Douclas’ remedy: page 34 
Facing reality: page 35 
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is still divided. But their bold attempt at 
reconstruction seems to be striking a 
chord. 

At the heart of the economic prob- 
lems was a 30% decline in the terms of 
trade between the mid-1960s and the 
early 1980s. The principal cause was a 
heavy dependence on a narrow range of 
pastoral agriculture: dairy products, 
sheep — meat and wool — and beef. 
This was compounded by a low level of 
processing. 

At the time, the industrialised world 
was moving from manufacturing to 
more profitable services and informa- 
tion industries, while New Zealand was 
still essentially a commodity trader. 
Worse, it was trading in commodities 
in increasingly plentiful supply: huge 
surpluses of dairy products in Europe 
and the US have driven down interna- 
tional prices. 

The result was rapidly rising debt to 
cover the gap. Government foreign 
debt rose from 5.3% of GDP in 1975 to 
24.2% in 1984; servicing that took 6.7% 
of export income in 1984-85 compared 
with 2.5% in 1974-75. The response was 
to urge farmers to producé more, but 
that was possible only by expensive 
marginal farming: that, coupled with 
lower prices, forced farmers to depend 
on heavy subsidisation. The subsidies in 
turn helped raise the budget deficit to an 
alarming 9% of GDP in the 1983-84 fis- 
cal year. 


O n top of that, Muldoon added an am- 
bitious programme of heavy indus- 
trialisation based on plentiful and rela- 
tively cheap electrical energy and the 
extensive Maui gas field off the west 
coast of the North Island. The ambi- 
tions were realised in the sense that the 
plants are now built, most notably the 
world's first gas-to-petrol plant and 
the extensions to New Zealand steel’s 
plant. 

But Muldoon's hopes that the “think 
big" projects, as he called them, would 
overcome New Zealand's worsening 
balance-of-payments problems have 
not been realised: there have been im- 
port savings, particularly in oil, but 
these have been countered by interest 
charges on the large debt incurred in 
building the plants and in running some 
of them at a loss. 

While Muldoon, leading a conserva- 
tive party, picked industrial winners and 
subsidised the main export industries, 
to which he added a wage/price/rent 
freeze in 1982 and blanket interest rate 
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| was devising an economic programme 
of liberalisation, de-subsidisation, de- 


| protection, privatisation and radical tax | 
reform. The result was a curious inver- 


sion of the public i images of the two par- 
ties. 

Once in power, Douglas rapidly con- 
firmed this image. Faced with a serious 
depletion of reserves under an over- 


valued fixed exchange rate during the - 


election campaign, he devalued | by 
20%. 


» Within eight months he had almost | 
completely freed the finance. and 


| foreign exchange sectors, including a 
| free float of the currency on 5 March 
1985 (the remaining significant step, de- 
regulation of trading banks, was legis- 
lated this year); removed most restric- 
tions on foreign ownership of New Zea- 
and companies; introduced a policy of 
ly funding the budget deficit from a 
restricted money supply; started - 
“a two-year phase-out of farm 
and export subsidies; planned. 
the introduction of VAT and a 
new tax on employees’ fringe 
| benefits, and accelerated the re- 
_moval.of import licensing and 
reduction of tariffs. 

It was done so fast and went so 
far beyond the expectationsofall | 
but a handful of people close to | 
Douglas that it even caught the | 
Labour Party off-balance and | 
outflanked potential opposition. 
At the same time, Lange moved 
rapidly to fulfil an election © 
pledge very much to the party's 
liking: the banning of nuclear- 
powered and  nuclear-armed 
warships from New Zealand har- 
bours. | 

Lange was not himself com- 
fortable with the policy, but it 
commanded a strong consensus 
in the party. He tried to change 


















it when he first became leader but | 
| failed. In his first six months as prime 
. minister he looked for a way to soften it. 


""| so that defence links with the US 





E locked in. 


gence links by an angry Washington — 


which, however, refrained from trade. l.e 
retaliation. Unwilling or not, Lange had - 


matched Douglas in radical change, and 
reaped popularity from it — reinforced 
by the national anger over the French 
bombing of the Greenpeace environ- 
- | mental protest ship Rainbow Warrior in 
| Auckland harbour. 
Douglas was by no means finished. 
tby a high budget deficit, he turned 






visions of the- Ministry of Energy and 
the forestry s service. On 1 April this year 













trading activities, such: as the 
e, the electricity and mines di- 















mance. mingter for a ‘socialist party, 3 


b 
E: 
"| 





civil service departments Mo co commer- 


cing the rep acement of 3 
through the Australia, New Zealand | | 
and US treaty (Anzus) could be main- - 
tained. In the end he found. himself | - | 
, Isa “the ‘one ares where. the 

-The result was the rupture of Anzüs . 


and the severing of defence and intelli- "strained. nw 


eight state trading oper: 
PONG, accounting for n 
of all state servants, we 





cial corporations. run by 5 ards com- 
prised mainly of Figh-flyin: private-sec- 
tor business leaders. A raft of other state 
trading operations is marked for. the 
same transformation after the election. 
prs did not stop taere. He has 
defied Labou ur deber Bon. jy and. partly 
privatised sc s ernme 































Petrocorp — - and. promises 
sales including in the state trading, enter- 
prises. | 

It is not just in the economy and de- | 
fence 

















POR ‘of die. pinu. y 
about 12% of the 3. t 
tion. Apart from that, 












I" of Rights | 





sion has prs aa 
changes to to the electoral sy 





tation. 


changes ha 







wi so far je clatively rés 





| cab your gov- 

s But: las. propos 
SC changes there, to. Claiming 
potential savings cf more than NZ$1 bil- 
lion (US$590 million) — ebout 2% of 


| GDP — Douglas bas ordered reviews of 


health, education. welfare and housing 
administration. | 

Given his track record bor radical re- 
form, the outcome can onl? be guessed 


at. It is cleuded.by a determination — 


among leaders in the Labour Party out- 
side parliament and some of Douglas" 
Cabinet colleagues to ensure that any 





changes by; a re-elected Labour govern- 















` tially remaining state-centred system 
tion process, half the miners and.a th 


| dundant, with more mooted. The s 


secters that there: have been | 


- dustries and the industries and bus 


- years. High interest rates and lo 


red. The result has been a severe cot 


improvement in May and June this yea; 


grants ae feasibility shidics of businetà 


regions, the east coast of the North I 
land, Lange told locals their salvatio 
was up to them. 


earned. the. government a heartless 


| Labour: government is popularly e» 
_ pected to be, Many lifelong Labour vot- 
ou ers have vowed they will not vote 
-Labour this time. There are wide diffe 
j.ences within the electorate about the 
.| government: the better-off by and larg 
like its economic and tax policies an 
the less well-off do not. 


men, who like the policies, and womer 
-who do not. And the cities are in m 


proving, than the countryside, A p^ B 
, ment that promised consensus has : 


es |- 
have been poor: high inflation, high 

























socialist philosor hy. ' he best. gues 
that there would be a compromise — 
heavy pu re on efficiency, some €; 
tension of the principle of users payir 
for services and some degree of devoh 
tion to the private sectors — but esser 


‘Such fast-moving change — and 
list above is only partial — has cau: 
serious dislocations. In the corporati 


of the forestry workers lost their jot 
the state-owned railways corpor 
some 6,000 workers have been mad 





has been happening i in the private se 
as companies wrestle with lower pr 
tion, high interest rates and a relat 
high exchange rate. 

‘Worst hit-have been the pastor: 


* 







es which service them. Gross farm 
comes dropped by about a third in 






come have placed many farmers in: 


equipment and on maintenai ke. I 
tiliser application, the single mos 
portant farm input, has drop ed 38? 
since 1984, although there has been a 





























s. has seriously damaged t 
of the bier regio) 





projects. Visiting one of the worst-hit 









This uncompromising attitude has 


image — the very antithesis of what a 



















"There are differences also betwe 
better spirit, and therefore more ag 


fact, delivered division. | 
In addition, the economic indic 
















terest rates, rising unemployment, fal 
ing real wages over the past year. In n 
mal times the economic figures woul 
be enough i in themselves to end a go 
ernments time in office. Combined 
with the disruption which can be trace 
directly to the government's policie: 
Lange and Douglas should be finished 
And that should especially be so sinc 
they are promising more of the same 
with no relief in sight for several year 
Instead, they are riding igh. All 








the available evidence — from national 
and local polls, done by independent or- 
ganisations ard for the parties, to party 
canvassing from private discussions — 
points towards a win for the govern- 
ment. 

The reasons are complex. One is the 
opposition's weakness. The minor party 
vote has almost disappeared, focusing 
the battle on the big two parties, Labour 
and National. And the National Party 
has failed to recover from its 1984 elec- 
tion defeat. It had tried and dis- 


carded a new leader since Muldoon 


before settling on Jim Bolger, who has 
failed to catch the public's imagina- 
tion. 

With Douglas implementing many of 
the policies National supporters de- 
manded for years, the party has found it 
extremely difficult to develop a policy 

ition that is recognisably different 

om the government's without attract- 
ing accusations of a return to “Muldoo- 
nism” — ad hoc, short-term economic 
tinkering. That Muldoon, undoubtedly in 
his day the most powerful political fig- 
ure the country has known, is still on the 
front bench in parliament adds to that 
impression. 


A second -eason s that the govern- 
ment is in tune with a rising generation 
which is reset-ing the tone of the coun- 
try. Its strongest support comes from 
the 25-45 age group — children in a 
prosperous amd secu»e era in the 1950s 
and 1960s and adultsin a period of dis- 
ruptive chang>. 

That generation now holds positions 
of power in business. the bureaucracy, 
the professions. and politics, pushing 
aside its elders muchrearlier than tradi- 
ionally. The cabinet's inner five — 
Lange, his ceputy Geoffrey Palmer, 
Douglas, Trens Minister Richard 
Prebble and Trade Minister David 
Caygill — areof that age group, ranging 
from 37-44, with the exception of Doug- 
las at 48. All five are bright, university 
educated, thee of hem with two or 
more degrees, and energetic. They have 
caught the imagination of their peers 
outside politics. 


Cyan they have been able 
to persuade top business and pro- 
fessional pecple to work with them. 
Legislation to clo-e corporate tax 
loopholes has been and is continuing to 
be drafted with the help of three of the 


Lange ‘the lip’ leads 






| Lange.is described as 
ER Urs “the lip with the 
quip.” He delivers 
witty one-liners the 
way others shrug their 
.| shoulders, delighting 
ij in words and humour. 
His press conferences have become the 
best show in town, often becoming 
labyrinthine circlings between him and 
the journalists. 

But the wit can also work against 
him. First, it is often too esoteric and 
unintelligible to the ordinary person, 
which contributes to Lange’s lack of 
popularity among the very people who 
normally vote Labour. This part of the 
electorate has always seen him as apart 
from them. Second, at times it can be 
cruel, as when he called some former 
defence chiefs who complained about 
De anti-nuclear policy "geriatric gener- 
als." 

The cruelty betrays a defensiveness. 
Lange was a fat child who shared a fami- 
ly trait of over-eating. That marked him 
apart from others and gave him a sense 
of his own unattractiveness. He was 
able to modify his weight only by under- 
going a dangerous operation in early 
1982 to surgically reduce the size of his 
stomach, and he remains, at 44, a big 
man. 

He was also, in the words of his 
mother, Pheebe, “Possibly a hyperac- 


the personality polls 


F 
s 


Lange: ' 


tive child. He did rot sleep much. He 
cried a lot and loved it if someone would 
talk to him.” The same characteristics 
make him restless at the tedium of meet- 
ings, and tha- has given him a reputation 
for being lazy and 2 dilettante. In fact, 
Lange has a mind tnat can absorb and 
retain compEx detail at great speed; he 
just gets bored in meetings. 

But he dees not use his intellect to 
master the detail of day-to-day adminis- 
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country’s best private-sector tax experts 
— who usually concentrat&on devisinge 
not plugging, the loopholes. The list of 
chairmen to the new state-owned corpo- 
rations reads like a Who's Who of top 
corporate chairmen. Ron Brierley 
head of Brierley Investments and a 
string of subsidiaries around the world, 
including Industrial Equity Pacific in 
Hongkong, is chairman of the Bank of 
New Zealand. Such people do not usu- 
ally work for the reduced fees govern- 
ments are inclined to pay. 

Thirdly, there seemed to have been a 
widespread public acceptance that 
things had to change — and change radi- 
cally. While many would not have chos- 
en “Rogernomics,” as Douglas’ brand 
of economic reform has been dubbed, 
they do seem to accept that a long-term 
programme of reconstruction is needed. 
A poll in early May of 2,500 people re- 
corded a large majority endorsing the 
view that Douglas’ policies would be 
seen as good for the country in five years’ 
time. Even among farmers there is 
widespread, if often grudging, admira- 
tion for Douglas. 

Fourthly, there have been some 
positive economic signs. The obverse of 





tration. His style is that of chairman of 
the board, rather than chief executive. 
He largely allows his ministers to get on 
with their jobs and leaves the sorting out 
of disputes between them to his hard- 
working and equally fast-brain- 
ed deputy, Geoffrey Palmer, a 
former law professor. 

Instead of playing the cool, 
rational man in command, 
Lange has described his ap- 
proach as surging “for the thing 
that I feel" — and what he feels 
is an altruistic sense of duty to- 
wards the less-well-off in socie- 
ty. It is typical that as a lawyer 
he specialised in making pleas 
of mitigration seeking lower 
sentences. 

He has relied heavily on his 
Finance Minister Roger Doug- 
las to be his economic mentor. 
Having accepted Douglas' ar- 

uments for market-based re- 
orm, he has given him total 
backing — providing the re- 
forms eventually deliver the 
wherewithal for the govern- 
ment to "surge for what it 
feels" in social policy. 

Lange is essentially the pre- 
senter. His appeal is mixed, but on bal- 
ance he is an electoral plus for Labour, 
as a very charming man at a one-to-one 
level, a powerful orator on the platform 
and someone who is skilled in making 
use of TV. By inviting then prime minis- 
ter Sir Robert Muldoon, during a tele- 
vised debate, to help in the reconstruc- 
tion of the country, he caused his rival to 
blurt out uncharacteristically, “I love 
you, too, Mr Lange." 
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the redundancies has 
been some hfg produc- 
tivity gains — in many 
documented cases by 
25-30% and in some 
@her cases even more. 
Companies have learn- 
ed how to manage 
stocks, borrowing port- 
folios and foreign- 
exchange dealings to 
make big savings — and 
consequently stay in ex- 
porting even when the 
New Zealand dollar has 
stayed at levels pre- 
viously thought too 
high. 
Fifthly, there is, 
even for ordinary New 
Zealanders, a sense of greater national 
pride or *walking taller." The sporting 
successes have been one ingredient as 
has the emergence of New Zealand- 
based multinational businesses. Films, 
novels and wine, all once mired in pro- 
vincialism, have been winning overseas 
prizes. And for some the anti-nuclear 
policies have been another cause for 
pride. 


Jim Bolger, the current opposition 
leader, is unlikely to make the same 
confession. A blunt, no-nonsense 
sheep-farmer from the hinterland of the 
North Island, Bolger is practical above 
all else. Unlike most politicians now at 
the top of New Zealand politics, he does 
not have a university degree. Bolger 
claims the constituency of the ordinary 
New Zealander and is aided by an easy 
affability and accessability which makes 
him a strong street politician. An Irish 
Roman Catholic, he has one of the most 
engaging and disarming smiles in poli- 
tics, and an impish, bouncy boyishness 
that belies his 52 years. If he ever gets 
the chance, Bolger could become one of 
New Zealand's best-liked leaders. 


Boe problem is, that while the 
ordinary New Zealander wants em- 
pathy with his leaders, he also wants 
someone out of the ordinary — and 
Bolger projects ordinariness. Although 
some New Zealanders may feel the 
Labour cabinet is “rather too clever,” 
Bolger has not got enough to offer as a 
leader. In the polls he comes a rather 
weak third as the choice of only 8% , be- 
hind Muldoon with 16% and Lange 
32%. 

Bolger came into politics on the 
strength of an active and noisy career as 
a provincial farmers’ leader critical of 
the national government. He reached 
cabinet rank in 1977 and as minister of 
labour from 1978 to 1984 was responsi- 
ble for a number of deregulatory re- 
forms, including allowing shopping on 
Saturdays and enforcing voluntary 
unionism after three decades of the 
closed shop. 
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And lastly, the 
Labour Party itself, 
usually an unruly group 
of individuals, often at 
odds with each other 
over polices, has be- 
come disciplined and 
well-managed under the 
astute presidency of 
Margaret Wilson, an- 
other of the 35-45 gen- 
eration. It is innovative 
amd highly skilled in 
managing election pol- 
ling. publicity and or- 

anisation — and, with 

usiness behind the gov- 
emment's re-election, 
it is funded beyond its 
wildest imaginings. 

The party has been on a long-term 
upswing in popular suppor. Polls show 
support msing from 1980, at first slowly 
but, since 1983, strongly. From 1949 to 
1984, Labour was in opposition for all 
but six years, its share of the vote declin- 
ing decade by decade. If it wins this time 
and can maintain unity, it looks set to 
ride the rising generation :nto a period 
of prolonged office. 


But he had to wait for the leadership 
behind a brighter, younge- lawyer, Jim 
McLay, who beat him tc the deputy 
prime ministershi» in early 1984 and the 
leadership late that year. When McLay 
failed in the public opinion polls and 
concedec an 18-point gap between the 
National and Labour Parts, Bolger ac- 
cepted Muldoon’s help to displace him. 
The ironw is tha: vp has recently 
conceded an even bigger lead to 
Labour. 

And as leader, Bolger has not been 
able to drive home criticism of the gov- 
ernment and has seldom initiated cam- 
pons, at best coming in 5chind those 

gun by his beutenants, but even 
then often failing to make the most of 
them. 

A good part of his trouble is that 
Douglas nas stolen National's economic 
clothes, making it very difficult to find a 
policy position that makes National dif- 
ferent from Labour while not offending 
business. which likes the reforms. 
Farmer Bolger in any case has been dis- 
tinctly uneasy with the strong market 
line: he has repeatedly said that farm- 
ers, as export producers, should be spe- 
cially treated and has complained at the 
amount of pain they have had to en- 
dure. 

His deputy and shadow finance 
minister George Gair also projects an 
interventionist image. A middle-ground 
politician in his late 50s with a reputa- 
tion for coping with difficult olios 
(energy, health and transport) in Mul- 
doon governments, Gair ss now widely 
perceived as nearing the end of his 
career — a sharp contrast with his 
Labour opponen:. — Colin James 


View across the 
Tasman Sea 


By Hamish McDonald in Sydney 

iewed as peas in the same pod from 

the outside, Australians and (more 
especially) New Zealanders have long 
been aware of the differences between 
them. Although in many ways the two 
countries are drawing closer together, 
their still-slight cultural difference may 
be widening. 

Settled by the British as an offshoot 
of the Australian colonies, New Zea- 
land has had a standing invitation under 
Australia’s 1901 constitution to join the 
commonwealth as another state. The 
offer is occasionally reviewed by politi- 
cans on both sides, but remains more or 
less politely ignored. New Zealanders 
retain the right to move to Australia 
anytime they choose, so there seems lit- 
tle else to be gained by unity and a lot of 
national pride to lose. 

Three years ago an opinion poll 
taken for the Australian Department of 
Foreign Affairs showed Australians 
paid little if any attention to New Zea- 
land. New Zealand was a staid, depend- 
able friend — an untroublesome neigh- 
bour, but not someone with whom 
you would like to be trapped in conver- 
sation — whom you remembered on the 
"one day of the year" (Anzac Day). 

Even then, the Kiwi loyalty to Bri- 
tain and the crown seemed a little quaint 
(only five years ago Wellington offered 
Britain a frigate to stand in for ships 
used in the Falklands war, while Austra- 
lia withheld any such concrete support). 

In the Australian view, New Zea- 
landers were good at a,limited range of 
things, including a machine-like version 
of rugby football. Their economy was a 
case-study in stultification: one of the 
two places (the other was Indonesia) 
where cars actually appreciated with 
age. Aside from the numerous profes- 
sionals who merged thankfully into the 
Australian scene, New Zealanders were 
the rowdy, beer-drinking young peo- 
ple brawling around Bondi Beach on 
their first venture into the outside 


. world. 


The major clashes came between the 


competing egos of their respective 
| prime ministers at any one time — even 


though the electoral cycle usually 
matches a socialist or conservative gov- 
ernment on each side of the Tasman Sea 
— as both strove for statesmanship from 
a small platform. The Muldoon-Fraser 
rivalry was legendary. Bob Hawke has 
not yet visited New Zealand after four 
years in office. Ministerial visits and 
seeing Lange at multilateral meet- 
ings is enough, Canberra officials in- 
sist. 

But, while income levels and exter- 
nal policies were roughly sifnilar in each 
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se image pod in Australia as a. 
ee-loader." While ti “Australian 
eft would want Canberra to emulate 
ange's nuclear policy and let Anzus 
apse, the majority opinion rejects the 
ew Zealand line. Foreign Minister Bill 





marked additional expense" of holding 
eparate defence. exercises with New 


spending at US$124 a head New 
alanders were hiding behind Austra- 
ns, who each spend US$319. a pu 


t acklash i in Australia against an al- 
extended holiday on the Australian 


ries agreeing that their citizens not 
gible for unemployment benefits 
other's country until six months 
rrival. Hayden has also cited 
omplaints i in Australia about the 
nefits being handed to New Zealand 
nder the 1983 Closer Economic Rela- 
ns (CER) agreement. 

the same time, however, 





New 


espectful- attention: Roger Douglas’ 
harp economic reforms are contrasted. 
avourably with Canberra’s hesitation. 


an economy, forcing it to match New 
Zealand in conditions for investment. 
Helped. by their new writers and 


by comedian John Clarke's laconic Kiwi 
philosopher “Fred Dagg” on Australian 
radio, and cartoonist Murray Ball’s strip 


selves have gained a little more depth in 


nt — not easily distinguished as dif- 
rent from Australian by those from 
tside the two coüntries — is more 
/idely recognised, perhaps because it is 
ow spoken more unabashedly. 

- New Zealand's greater isolation and 





nly explanation for its bucolic national 


scottish farmers, rather than Irish and 
Sockney convicts as was Australia. 


1 broadened since World War ll by a 
nassive inflow of southern: and middle 


y Asian component. - | 

With its Maori resurgence and influx 
ther Polynesians from the Pacific, 
Zealand.is moving towards a di- 





tatus for the Maori language and cul- 
ure have not yet been-closely studied in 
Australia, but the trend suggests. that 
while Australia may be moving clos- 





layden has complained about” the | 


land, and pointed out that with de- | | 


eged inflow of New Zealandersseek- 


re system has led recently to both | 


'ealand itself is probably getting more | 


Under the CER, New Zealand could” 
urn out a Trojan horse for the Austra- 


film-makers — and popular expositions - 


Footrot Flats" in Australian news- | 
apers, — the New Zealanders them- 


ustralian eyes. Even the New Zealand 


lependence on agriculture was not the 7 | 1986 - 
| to voters that tae coartry was 
haracter. It was settled by English and | 


ustralia’s Anglo-Celtic «society has 


iropeans, and now has a rapidly. Brow- 1 
d cultiee’ The implications of equal | 


cer to Asia, New Zealand is looking | . 
e other way, towards the South Paci- 


zu The Eee. 
mert goes to the polls 








pbcly right,- 
» € (here d. according to 
most economi 
|» Inflation. The removal of price con- 
trols in 1984 resulted ia arebound which 
- peaked at 5.1% in the June quarter of 
| 1985. This decined :02.5*6 a quarter in 
the summer of 1685/86 but climbed 
again during z buying spree before the 





introduction o^ goods and services tax in : 


| October 1986. It has since fallen. to2.3% 


in the March cuarter of 1987 and is ex- 


pected to have-remained low in the June 
| quarter, though food »rice inflation has 

been gathering speed in recent months. 

Most forecasters exoect inflation to 


reach around &-995 mthe vear to March. 


1988 and continuing to fall after that. 

> Interest races. The removal of con- 
trols, followed by a currency flotation 
and tight con'rol cf primary liquidity 








caused astroncmica. sa0rt-term rates in. 


March 1985. Since tica there has been a 


high degree of volasbty. A fall in July- 





Facing up to reality 


| By Michael BisFara in'Hongkong 


he greatest achievement 

of Prime Minister David | 
| Lange' s government in the |. 
past three years hae been to | ' 
dispel in New Zealanders’ - 
minds the notion ‘hat they 
are insulated from. tae rav- 
ages of the eutsice world. 
Without appearing te saffer 
politically, the government 
had driven home the message 





on the verge of achieving de- | 
| veloping country status. 

-New Zealanders tradi- 
tionally ‘have beea taught. 
from birth to be thar k ul they 
live in *God's little acre," protected bv 
an all-encompassing. social welfare sys- 


| tem and untod milions of sheep for | 
which the rest ef theworld is hungering. | 
But in early #973 Britain entered the 


| European Communëy (EC), thus depriv- 
New Zealand of eary entry to its long- 





forcing it into z belaze4 search for alter- 


native markets and into pleading with - 


| the EC for time to make the search. 





overn- |. 


iwtk the economy ina 
| fragile state — and no 
: |gea- antee it.is ever. 
geirg to come: com- 
But 


its; reon for cautious op- | 
.| timism. The recordsince 1984 is: = 


standing. motker-cauatry. market and 


Jn the 1970s, va-icus New Zealand rL 
governments eppeaed ad nauseam to | 
| the:country fer yee deg 





September 1 1986 Éncxitased köpet that 

they were on their way permanently p 
down, but was in fact due to an expan- - 
sion of the money supply. Tight money. |... 
and heavy corporate and personal debt- 
in March and April 1987 pushed 90-day 
rates up in the high 20s, but they have 

| since fallen to around 1995. Most fore- 
casts are for rates to drop steadily over. 

the next few years. 

» The exchange rate. High interest 

| rates have helped hold the New Zealand | 
dollar at rates well above most 
economists’ past forecasts. lt is cur-.— 
rently trading around 59 US cents and is 
about 6%. above its pre-float.level on 
the Reserve Bank's trade- -weighted 
index. When interest rates fell in May, 

the local dollar defied predictions it. 
would fall with them, encouraging a 
cautious belief that when it. (and M 
most expect some fall) it may not be as. | 
far.as previously thought. The "high" 
exchange rate has caused severe prob- 
lems for exporters and driven some ac- 
tivities offshore, but has also forced 
some important improvements in man- 
agement and productivity. .. 

». The balance of payments. On: a sea- 
sonally adjusted and smoothed basis, 
the balance of payments has been im- 













THE NEW ZEALAND EXC EXODUS _ 


" olessional tachnicai and 
ied workers 


| the EM of ‘ae , Howeve 

workers grew apathetic after more t 

“a decade of government exhortations to 

| “bite the bullet now and share the bene- 

Ls | The ‘second: oil shock: of the late 
T 1970s prompted then: prime. min 

Robert. Mando n to call agai 


















lav ny Deci a major | 
nt debt burden 







that occupies se AE. 
pending on which fi igures are used. E 









proving since 1984 to the best level of 
the decade. fAgain there is cause for 
cautious optimism that the deficit, 
which hovered around 6% of GDP in 
the mid-1980s, will substantially di- 
winish over the next few years. 

Foreign debt, however, will con- 
tinue to grow. Official statistics put 
the debt, public and private, at 
NZ$36 billion (US$21.3 billion), about 
70% of GDP, at the end of March 
1987 but private estimates, including 
private borrowing under one-year terms, 
put the figure close to NZ$50 billion. 






The Lange team is now appealing in 
its turn for time to sort the country out 
— and getting a positive response from 
workers. Both the Labour government, 
and that of the National Party, pro- 
duced sops to national pride to divert at- 
tention away from the bitter pill of eco- 
nomic restructuring Muldoon 
through the manufacture of an image of 
himself as the elder statesman and eco- 
nomic sage of the Commonwealth and 
Lange through a mouse-that-roars ac- 
tion to ban suspected nuclear arms- 
carrying US ships from New Zealand 
ports. 

The high moral stand taken by the in- 
cumbent government on South Africa 
— whose mission it closed to protest 
Pretoria's apartheid policies — and nu- 
clear arms, has succeeded in diverting 
attention from the fact that the standard 
of living in the working-class sectors of 
New Zealand society has been in a state 
of stagnation for a decade or more. 

An index of real disposable income 
for wage and salary earners (using 
March 1981 as 1000) had fallen to 983 by 
the first quarter of this year. The highest 
level achieved in the period from the 
third quarter of 1983 was a miserly 1010 
in the March 1984 quarter. Since then 
the figures have hovered in the low to 
mid-970s. 

However, Overseas Trade Minister 
Mike Moore, chiding the nation for the 
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— 7| some say were wrongly sequenced and/ 
= 7 | orineptly administered, foc-ing interest 
> / € | rates and the exchange rate annecessar- 

| ily high. 


. THE DOMINION ANO DOMINION SUNDAY TIME S 








> Economic growth. In the first year of 
the new government, was a 
buoyant 6%, partly as a result of stimu- 
lation by the previous government and 
partly because of confidene= instilled by 
the Lange admiistratics’s policies, 
particularly the devaluation. But it is ex- 
pected to be slight*y negat»we in the cur- 
rent year to Mareh 1988 end to grow 
only slightly for the rest of the decade. 
Strong growth is unlikely before the 
early 1990s. 

» Unemploymen:. At abeat 6% of the 
workforce, unemployment currently is 
well below the near 10% ak in early 
1984 under the previous government, 
but is expected to rise substantially 
over the coming year before falling later 
in the decade. There are marked region- 
al imbalances. 

Finance Minister Roger Douglas’ 
micro-economic policies which have 
forced the economy into a more market- 
related stance. have genera ly been well 
received by New Zealand 2conomists. 
They are, however, divide@over Doug- 
las’ macro-economic pocies, which 





























The business commuasty by and 
large has endorsed his pccicies, even 
when it has been hurt. The :sternational 
banking and business community has 
likewise judged him favoursoly. 

— Colin James 









way it handled the family curse, told a 
meeting of unionssts last month that 
some people were so poor they had to 
put the baby in the box the new video 
came in. He accused New Zealanders of 
wanting now what it had taken their par- 
ents 30 years or more to save for. 

The workers are the paime victims 
of the economic mismarm=gement b 
successive governments has | 
unemployment at 6%. But the speech 
p largely unneticed. 

In fact, recent economic liberalisa- 
tion is in the of d: assembling 
the country’s so-called “Kiwi clobber- 
ing machine,” an informal social and 
bureaucratic teol for bringimg into line 
anyone who shows excessive signs of en- 
trepreneuria) flair er indivi ism. The 
emergence, on the back of » revitalised 
stockmarket and financial »ector, of a 
middle class of fimancial p-ofessionals 
who earn big money almost exclusively 
by their wits has widened the gap be- 
tween the have and have-ne's. 

It is difficult in quantitatwe terms to 
compare the standard of ling of New 
Zealanders with those of, ter example, 
Asian newly industrialised countries, 
but it is apparent that using GDP per 
capita as a guide to spilloverprosperity, 
New Zealand's workforce is rapidly 
being overhauled in at leas: percentage 
terms. In real terms Singapore has al- 
ready displaced New Zealand. o 
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Moving the Maoris 
into the mainstream 







a (eres) A landmark decision 
oer CL by the Court of Ap- 
BO. Ur peal on 22 June has 

Vy | signalled a deep 
| change in the legal 
| and constitutional re- 
| lationship between 
ow Mie the two main races in 
New Zealand. Coming on top of 
changes in other aspects of their re- 
lationship, it highlights the likelihood 
that over the next few decades, race re- 
lations will overshadow economic re- 
construction. 

The Maoris, during 100 years of sub- 
mersion under Pakeha (European) so- 
cial and political dominance, first re- 
treated demoralised to the countryside 
and then in the 1950s and 1960s, migrat- 
ed to low-skill jobs in the cities. How- 
ever, from the late 1960s onwards they 
began to rediscover and then reassert 
their cultural, artistic and language 
heritage — and to demand the return of 
traditionally held land. 

The White dominance was largely 
benign and there has for most of this 
century been a fairly good relationship 
between the races. But the benignity 
was essentially directed at assimilating 
Maoris into a European value system 
and social order. Special help, for in- 
stance, has been given with housing and 
education. 

The attempt at assimilation failed on 
two grounds. First, Maoris were dispro- 
pua present among the low-paid, 

educated and poorly housed, and in 
the prison population (especially for 
crimes of violence). Conversely, they 
were equally absent from the universities, 
the professions and the upper ranks of 
business and the bureaucracy — the 
classic symptoms of a racial underclass. 

Second, the assimilation attempt de- 
valued the very thing that could have re- 


moved those symptoms: Maori lan- 
guage, culture and self-reliance. The 
language almost disappeared; the tradi- 
tional arts and crafts were practised by a 
very few. The land that remained in 
Maori hands was, for a variety of 
reasons, not used tc provide a founda- 
tion for economic strength. 

That began to change in the late 
1960s when the children of the Maoris 
who migrated to the urban assembly 
lines began to turn back to their cultural 
roots. From the mod-1970s there has 
been an explosion m Maori language 
and in demands for the resolution in 
Maoris’ favour of ong-standing land 
grievances. Much land was confiscated 
after a series of warsan the 19th century 
and there are disputes about the true 
ownership of other aienated land. 

The third Labour government in 
1975 set up the Waitangi Tribunal to 
hear disputes over land and other mat- 
ters at issue betweem#the races and make 
recommendations tc theauthorities and 
the courts. The tribunal was named 
after the Waitangi Treaty, signed be- 
tween the British Go-ernment and a large 
proportion of Maori chiefs in 1840. 


U nder the treaty, sovereignty was 
ceded to the British but Maoris re- 
tained "full exclusiwe and undisturbed 
possession cf their land and estates, 
forests, fisheries ar other properties 

. SO long as it is their wish and desire 
to retain them.” TheMaori version used 
the world teonga, which has a much 
broader connotatior than “properties,” 
being invested with spiritual as well as 
possessional qualities. 

The treaty was cismsssed by British 
and New Zealand courts as not having 
legal force. The estaolishment of the tri- 
bunal gave i: moral recognition and in- 
creasingly, both the-authorities and the 


courts have accorded it i-legal or 
legal authority. The High C Court last 
year quashed the conviction of a Maori 
for illegally taking shellfish, relying on a 
section in the Fisheries Act which ex- 
pressly exempted treaty fishing righ 
from regulations made under the act. 
The Appeal Court's 22 June ruling 
drew on Section 9 of the State-Owned 
Enterprises Act (setting-up new, 
privatised state corporations), which 
declared that nothing should be done 
under the act which is inconsistent with 
the principles of the treaty. The act also 
barred the corporations from selling 
land under dispute before the tribunal 


at 18 December 1986. This was particu- 


larly important in the case of the Land 
Corporation, which took over vast areas 
of Crown land. 

The court’s June ruling acceded to a 
A, cas by the Maori Council, an offi- 

cial advisory body, that all land that 
might be the subject of a dispute before 
the tribunal should be similarly barred 
from sale. Since the tribunal has power 
to investigate disputes dating back to 
1840, this has far-reaching implications 
for the commercial flexibi ity of the new 
corporations. The government was 
given six weeks to come up with a 
scheme to safeguard the land. 

Although still relying on a specific 
section of an act (the insertion of which 
was a legislative landmark in itself), the 
court nevertheless couched its decision 
in very broad terms. In effect, it has 
brought the treaty within the core of the 
legal system. The legal and constitu- 
tional effects will be far-reaching. This 
may be all the more so because the gov- 
ernment has proposed a draft bill of 
rights which expressly incorporates the 
rights reserved under the trea 

Perhaps equally important is the pro- 
pet in a new Maori Affairs Bill now 

fore parliament that Maori should be 
recognised as an official language. Al- 
though this would apply only to provid- 
ing access to language teaching for 
Maoris, it would in practice over time 
lead to full official language status. 

In June the government also moved 
to change the nature of assistance to 
Maoris. A Maori development corpora- 
tion has been set up to foster business 
projects. And, in a move full of oppor- 
tunities and fraught with pitfalls, the 
dispensing of social assistance funds has 
been devolved from the Maori Affairs 
Department to the various tribal au- 
thorities. 

All these moves are aimed at en- 
couraging Maoris to take charge of their 
own affairs. Taken together, they 
should encourage biculturalism — two 
races of equal standing in one country. 
That in turn promises racial tension, al- 
ready evident in a developing White 
backlash. But there is also a high level of 
goodwill between the races, which 
suggests that out of the tension could 
come a gene. mutually respecting, 
bicultural society. — Colin James 
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Fighting for the spoils 


Democrat Party rift threatens coalition stability 


By Paisal Sricharatchanya in Bangkok 
A rift within Thailand’s Democrat 
Party, the largest partner in the rul- 
ing coalition, is threatening the stability 
of the 10-month-old government. The 
wrangling, centred on personality dif- 
ferences rather than any policy or 
ideological issues, is not only eroding 
the party's popularity but also casting a 
shadow over desired political stability 
during a year which will culminate in 
the 60th birthday of King Bhumibol 
Adulyadej in December. 

Most political commentators now 
point to the likelihood of a limited 
cabinet reshuffle in which some Demo- 
crat ministers may be removed to make 
way for leaders of the dissident faction. 
Numbering roughly 40 of the party's 99 
MPs, the dissidents — known as the “10 
January" group after the day of the last 
party caucus when they lost all vital 
party posts — have been demanding 
sweeping changes in the party's ad- 
ministrative structure, cabinet posts and 
the ouster of party leader and Deputy 
Prime Minister Bhichai Rattakul. 

But a reshuffle hardly amounts to a 
solution; the incumbent ministers who 
lose are bound to create more prob- 
lems. A senior party executive said: “The 
situation is very serious. Neither the dis- 
sidents nor the pro-Bhichai faction has 
shown any sign of flexibility. There is lit- 
tle light at the end of the tunnel." 

Whatever changes are made, the 

arty will have to resolve the dispute be- 
ore parliament, which went into recess 
last month, reconvenes in September 
for the final reading of the 1988 budget 
bill. Otherwise, the government risks à 
mass defection of the dissidents, which 
might lead to a government defeat over 
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the budget bill and force a dissolution of 
parliament. 

Party secretary-genera! Sanan 
Kachornprasart recently breached the 
prospect of a parliamentary dissolution 
as a last resort to end the impasse. The 
^h pedi however, was quickly scut- 
tled by fellow senior Democrats as well 
as leaders of the three other coalition 
parties — the Social Action, Chart Thai 
and Rassadorn — who felt taey should 
not be dragged into the Democrats' in- 
ternal squabbies. 

Most analysts also see a »arliamen- 
tary dissolution as an unlike^y proposi- 
tion for Prime Minister Prem Tin- 
sulanond. The nationwide celebrations 
to commemorate the king's 50th birth- 
day would tend to rule out any abrupt 
esie change at this stage. Moreover, 

rem may noteasilyregain the premier- 
ship after a snap election in the light of 
his apparent waning popularity, par- 
ticularly ameng the more affluent 
Bangkok middle class. 


D espite widespread opinion that Prem 
may step down some time next 
year, sources close to him told the 
REVIEW they are now convinced that 
Prem — barring any unforeseen politi- 
cal mishap — intends to seve out his 
four-year term to 1990. 

In keeping with his style of staying 
above party politics. Prem has adopted 
a hands-off policy on the dispute. After 
weeks of extensive press coverage, he 
broke his silence for the first ime on 30 
June, saying he had neither received 
any report on the dispute nor would he 
intervene. 

However, some local newspapers 


$= = à 


ain Prem as urging coalition leaders 
uring a recent ministerial meeting to 
leave aside political bickerjng and con- 
centrate on making the most out of the 
country’s current economic upturn. Pri- 
vately, the prime minister is said to be 
concerned over the outcome of the 
Democrats’ dispute and its broader im- 
plications over his coalition’s stability. 

Meanwhile, a special working group 
of the Democrat Party’s mainstream 
faction, headed by deputy leader Marut 
Bunnag, has achieved little after three 
rounds of “truce” talks with the dissi- 
dents, who were led by former secretary- 
general Veera  Musikapong and 
Chalermphan Srivikorn, a party finan- 
cier who lost out to Bhichai in a close 
race for the leadership at the last 
caucus. 

Leaders of the pro-Bhichai faction 
have been leaking stories to the local 
press that the dissidents were demand- 
ing — apart from Bhichai's ouster — 
eight of the party’s 16 cabinet posts and 
a large say in the party administrative 
structure. The dissidents in turn denied 
making such specific demands, charging 
that the leaks were part of a smear cam- 
paign. The conflict became emotional 
as harsh statements were exchanged in 
the pages of the local press. 

An executive committee meeting on 
30 June reportedly rejected the dissi- 
dents’ demands, particularly the limited 
cabinet reshuffle, but would not object 
to a broader reshuffle to “improve the 
efficiency” of the entire cabinet. The 
issue is now scheduled to be debated by 
the party’s 45-man central committee 
on 14 July. Some senior party execu- 
tives privately do not rule out the possi- 
bility of a pullout from the coalition, if 
all attempts to heal the rift fail. 

The rift dates back to shortly after 
the coalition’s formation last August 
when the dissidents mounted a con- 
certed but unsuccessful campaign to 
oust Bhichai, whom they accused of 
nepotism (the nomination and sub- 
sequent appointment of his son, Pichit, 
as deputy minister for science and tech- 
nology) and pnm ars ec party cam- 
paign funds (REVIEW, 9 Oct. '86). 

After a period of quiet uneasiness, 
the latest flare-up indicates the dissi- 
dents are becoming impatient. The 
episode has inflicted damage on the 
Democrat Party, as well as the credibil- 
ity of Thailand's parliamentary system 
as a whole. "This is the worst crisis in 
our 41-vear history. Our own tarnished 
image aside, this has taken [the deve- 
lopment of] the party system back sev- 
eral steps," commented a leader of the 
party's youth wing. 

Public faith in the party, particularly 
among the Bangkok middle class who 
traditionally formed the party's base, 
has clearly been eroded. Many of the 





party leaders freely admitted that in the ~ 


event of a snap election, it would be 


lucky to capture just a few ds 


seats. 2 
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SOUTH KOREA 
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Prisóners of politics 


Roh's concessions pose problems for oppos:tion 


By John McBeth in Seoul 


j es euphoria over South Korea's so- 
called democratic revolution is be- 
ginning to give way to gloom as the rul- 
ing Democratic Justice Party (DJP) and 
the main opposition Reunification 
Democratic Party (RDP) square off 
over the issue of political prisoners. It is 
likely to be the biggest hurdle the two 
sides will have to overcome before they 
can get down to discussing constitu- 
tional reform — or look forward to 
year-end presidential elections. 

Like a half-starved alley cat that has 
been fed an oversized canary by a long- 
time tormenter, the RDP now has to fig- 
ure out how to digest its good fortune 
without getting an upset stomach in the 
process. Indeed, in the days following 
the government's decision to seemingly 
hand over democracy-on-a-plate, oppo- 
sition leaders have been able to do little 
more than question its sincerity, a habit 
they are naturally going to find hard to 
shake. 

This applies in particular to the gov- 
ernment's pledge to release an undeter- 
mined number of political prisoners and 
grant amnesty and restoration of full 
civil rights to anti-government dissi- 
dents. That is the condition under which 
opposition leaders say they will agree to 
begin inter-party discussions over a re- 
vised constitution — the necessary pre- 
requisite for direct presidential elec- 
tions in October or November. “It’s 
going to be a real problem," said one 
Western diplomat familiar with the 
human-rights situation. “It threatens to 
undermine the whole process." 

The strains are already apparent in a 
climate newly clouded by the death on 5 
July of a Yonsei University student who 
was hit in the head by a police-fired tear- 
gas cannister a month ago — the second 
known fatality of the violent street dis- 
turbances in Seoul and provincial cities. 

DJP officials said chairman Roh Tae 
Woo's 29 June democratic package 
(REVIEW, 9 July) promised only to re- 
lease those prisoners detained in con- 
nection with the democratisation strug- 
gle and specifically excluded prisoners 
who are alleged to have committed 
treason and others held responsible for 
acts of murder, bodily injury, arson and 
vandalism. 

National Council of Churches 
(NCC) figures show there are 1,856 
people held on politically related 
charges in South Korean prisons, in- 
cluding at least 70 alleged North Korean 
spies. But government tallies do not ap- 
pear to correspond with NCC figures 
and more than a week after Roh made 
his amnesty offer the opposition had yet 


to come up with a lst of its own or indi- 
cate the criteria urder which they ex- 
pected detamees tobe freed. 

The problem at his point appears to 
be one of definition, but what compli- 
cates the situation farther is how the op- 
position is going to be able to deal with 
family members and whether it will feel 
obliged to get dowr to the time-consum- 
ing task of investigating individual 
cases. "The question ts whether the op- 
position has the ccurage to face up to 
the families," said the diplomat. “The 
governmen: can ceme a long way [in 
meeting demands] — and still have the 
whole thing blow up m its face because 
of one case." 

RDP president &im Young Sam and 
fellow oppcsition leader Kim Dae Jung 
are also not complete!y convinced there 
will be a satisfactory outcome to the 
constitutior al dialogue, mainly because 
the government is seen to have only 
acted under dures. First, they doubt 





whether the DJP isfully intent on estab- 
lishing democratic institutions — and 
question how fast itintends to do so. Sec- 
ond, they also que tion how far the rul- 
ing camp is prepared to go in revising 
the presideatial election law to allow for 
a fair and free elec»oral process. 

It is uncear a! this stage how strongly 
the RDP irtends te press for the forma- 
tion of a so-called »an-national cabinet, 
a Kim Dae Jung “recommendation” de- 
signed to easure government impartial- 
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ity in the lead-up to the presidential 
poll. Similar doubt swrrounds Kim 
Young Sam's call for national assembly 
elections to be held much earlier than 
the current 1989 schedule. 

Washington has so far treated deye- 
lopments with a caution that has now re- 
placed much of the early public jubila- 
tion. While the State Department for- 
mally welcomed President Chun Doo 
Hwan's acceptance of Roh's proposals, 
Gaston Sigur, the US assistant secretary 
of state for East Asia and the Pacific, 
forecast "a lot of backing and filling" be- 
fore agreement could be reached. 

Chun himself sounded a similar 
note. "Democracy is a process of pro- 
gressive reform on the strength of reason 
and restraint," he declared in his un- 
characteristically short speech. “It is not 
a coup de main or a resolution intended 
to solve everything in one stroke. 
Democracy is implemented not by word 
but by action." And in what was taken 
as a veiled warning, the president refer- 
red to the “probational basis" on which 
the government's duty to carry out the 
public will is built. 


A" committing itself to a demo- 
cratic programme, it is difficult to see 
how the government can backtrack sub- 
stantively without incurring a strong 
public reaction. But while the 
surprise dismissal of close Chun 
aide and former Agency for Na- 
tional Security Planning direc- 
tor Chang Se Dong in late May 
effectively silenced hardline 
opinion and opened the way for 
Roh’s initiative, the DJP chair- 
man still has to tread a narrow 
path. 

Opposition sources, for their 
part, say the two Kims will 
have to take a measured ap- 
proach to the forthcoming con- 
stitutional negotiations. “We 
can't ask for more than we've 
got," said one senior adviser. 
"You can't ask for everything. 
We must give them some room 
to work with." Apart from the 
political prisoners issue, how- 
ever, the RDP is also likely to 
be uncompromising on basic de- 
mocratisation questions and on 
strengthening provisions in the 
constitution which deal with civil rights. 

The party's platform lays particular 
stress on eradicating all infringements 
on physical freedom, abolishing parts of 
the National Security Law and other 
legislation pertaining to public assembly 
and demonstrations, and Putting an end 
to political surveillance. The party also 
recognises “the right of people to resist 
as a last resort” to safeguard their demo- 
cratic constitutional rights when they 
are threatened with denial. 

One of the most controversial sec- 
tions of the RDP’s policy statement 
deals with reunification, which it says 
remains the primary goal of the people 
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wording and party officials responsi- 
for drawing up the document were 
lled in by the police for questioning. 

< Opposition leaders refused to revise 
he passage and claimed the same state- 
ent had been made by both former 
esident Park Chung Hee and also by 
hun himself. DJP officials denied 
re was a similarity, pointing out that 
and Chun had specifically used the 











DP proposed it, a formula for reunifi- 
tion. 
Further controversy over r the issue 


res climbed and authorities began to 
ise that the sort of harrassment tac- 


ung problems of their own. 


ailed, 


hese centre. in. large part on the two 


ther the new political climate will see their 
relationship deteriorate into the sort of 
acrimony that has occurred in the past. 


- refused to address himself to the pros- 
pect of running for the presidency. Kim 
Dae Jung says he has no intention of 
standing — not at the moment anyway. 

~ Asked by a Korean-language daily 
newspaper whether he would offer his 


he wants the candidacy, the veteran 
dissident was quoted as saying: "That is 
question I will answer at a later time" 


ould have expected from a political 
ly. Intentionally or otherwise, Roh 
ight have stirred the pot a little further 


Kim Young Sam at his office, some- 
ing unheard of a fortnight ago. - 

| At this point, the two opposition 
aders have obviously been too preoc- 


he wea 

e single 
nto a real px 
formulating coherent policies. 


ns of protest and driven by 





‘tical prisoners issue is far from the only 
problem it faces. Officials are already 
beginning to worry about an outbreak 
overworked, underpaid labour force 


democratic gorph m 


government. pressure. to o. change 


ase in the context that it should serve 


_ demnation of South Xorea’s image-con- | 
-a principle for dialogue, not, as the | 


scious military. I 
But now the ruiiag Democratic Jus- | 
| tice Party (DJ P) saws itis moving to rem- 


ded, however, as political tempera- - 


cently described a a tragedy which- 
would not be easily healed. Party offi- . 
| cials have begun taking about paying 
‘compensation to the 
-| families and restorirg the rights of those | 
civilians who were parished for their al- 


they were employing against the 
DP and many of its assemblymen were 
t paying off — largely because of | 


conciliation aad kid 2 
may prove to be a much more po- 


i run in CNCR AE tensions | ther that will be erz 


: | existin thecity and tarough 
ims and it remains to be seen whe- | th | 
gion as a whole. 


the 
Already there are signs of problems be- - 
tween the two, as the DJP perhaps had 


triggered by crack special 
calculated. Kim Young Sam has so far 


«Forces troops over-reacting 


-support if Kim Young Sam does decide 
_ them 


hardly the sort of reaction observers - 


2 July by dropping in unannounced | 
ious charges. Five -eceived the.death 


| but the sentences were commuted and 


cupied to address another reality: how 
to go about transforming the RDP from | 
an adversarial body, armed only. with | 


clarion call for democratisa-_ 
litical machine capa- 
 ciliation and an eed to the destruc- 
tive rivalry that exists between Cholla 
‘and the neighbouring Kyongsang region - 
(REVIEW, 4 June). “F have always in- 
sisted there shouid be no retribution : 


‘For the government's part, the poli- 


-of industrial unrest as South Korea's | 


seeks to test the parameters of the new 
to Kwangju 





à Pus more than seven years m 
ment leaders have tried to ignore the 





legacy of the 1980 Kwangju uprising, |. 
unity and political stability" to prose- 
-cute the clique of military officers who 
„are seen to be responsible for sending 


hiding behind an official version of | 
events that hardly matches the facts. 
They have studiously refused to do any- 


thing to placate the city’s bitter citizens |. 
because of an obvious tear that it will be 


taken as an admissicn of guilt and a con- 


edy what it finall- acknowledges is.| 
this “bone in the throat,” and what DJ PI 
chairman Roh Tae Woo himself. re- : 





victims and their | 





leged role in the incident. | 
The real question, however, is whe-. 
rough to satisfy the 

people of Kwangiu given | 
the strong feelings that still 





the.southwestern Cholia re- 
Macally, 
191 people were kaled in 
nine-day rebellion, 
which witnesses szy was 





to an outbreak of street dis- 
turbances. Cther esamates 
put the death toll as aigh as 
1-2,000. 

Fully 19 differert anti- 
government organisations 
sprang up in Kwang u after 
the rebellion, manv of 


formed b7 the. ‘no retribution.’ 
families of victirs and & 





those who were sabsequently perse- m 


cuted or had their cvil rights withheld. 
Human-righ:s sources say of the 5,000 
people investigated in the aftermath, 
more than 300 were sent for trial on var- 


penalty and six weve given life terms, 
three years later all Jetainees had been 


released. 
Opposition leader Kim Dae Jung, | 


himself a Cholla nat:we who was initially 


sentenced to death for supposedly incit- 
ing the uprising, ha. said it is time not | 
for revenge. but for national recon- 


against [President] Chun [Doo Hwan] 
and his cronizs,” hz »old the REVIEW re- 
cently. "Anc I have wice sent messages 
d tae 1330 and. PA | 





fort.to counter an 
ments that spring fro 
the official South Korean version, last 
ipa stated. durin | 


Kim Dae Jung: - 





months previously. 
they say, are equally guilty by whatever 





Kwangju had to endure. John McBeth | 








| memorial sedvices] m my pog- 
| Hon." 





Kim said it would: be "harmful to 


the army into Kwangju. But while he 


| believed the restoration of democracy 
- would have a soothing effect, he made it 


clear that the dignity of the Kwangju 


| people should also be restored “and the 


incident revealed" — a reference, it 


would appear, to either a. public hearing 


or a full disclosure of the circumstances 
of the uprising. ji 

Two prominent US officials, then 
US ambassador William Gleysteen and 
combined US-South Korean forces 
commander Gen. John Wickham, have 





recently begun to tell of their role dur- 


ing the events of 1979-80 in a belated ef- 


i-American senti- 
wangju. But 











1 8 June 1985 
sembly session, 
nds: that the rebel- 
lion was instigated by im- 
| pure elements and that the 
soldiers acted with great re- 
straint until the last minute 
before |. exercising their 
minimum right of self-de- 
fence. 

Kim Joungwon, senior 
adviser to Kim Young 
Sam, describes Kwangju as 

“a price we paid for demo- 
|| cracy that should never be 
|. forgotten." But at the same 
$ ume he said the con- 

 troversy has to be laid to 
rest in a way that will give 
| permanent satisfaction to 
the Kwangju population. 
p. uS leaders in Kwangju say 
Kim Dae Jung's conciliatory attitude 
may have a moderating influence and 
that once full democracy is in place the 










thirst for retribution could well begin to 
fade. But though ruling party sources 
| doubt that the same strong sentiments 
| are shared by much of the rest of the | 
country, the incident will continue tobe 


a black mark against Roh as he heads 

into the campaign for the presidency. 
For Kwangju's voting-age citizens, it 

matters little that Roh was chief of. the 


Capital Defence Command at the time. 


To them, the orders: for what was to - | 


transpire in Kwangju came from the - 
group of Korean Military Academy 


Class H officers — including Roh and 
Chun — who had launched the coup five 
And all of them, 





yardstick one wants to use, both for the 
incident and the. subsequent hardships 
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By Richard Conroy 

Aj hile such questions as the role of 
W love in marriage continues to exer- 
e the minds of China's youth, parents 
id the government are trying to grap- 
e with the more mundane problems 
brought about by the sharply escalating 
sts of marriage. Gone are the days of 
igal mass-wedding ceremonies fol- 
wed by tea, sweets and polite chat. 
day's weddings, whether in the cities 
or the countryside, can impose real fi- 
ncial burdens on families and the 
young couples involved for years after- 
wards as extravagant feasts and expen- 
iive presents are nowadays almost de 
rigeur. 

o The recent shift in attitudes towards 































































































response to the rapid social and econo- 


one hand, as the social atmosphere re- 
axes, traditional customs and practices 
-such as large weddings are returning. 
The authorities still criticise ostentati- 
ous shows of wealth and extravagance, 


-cial opinion or manipulate the social cli 

mate, compared with the case in the 
_ 1970s when such behaviour would have 
_ been considered bourgeois if not down- 
right reactionary. On the other hand, 
the economic reforms instituted in the 
-past seven years have led both to rapid 
‘rises in the standard of living for many 
families and to rampant consumerism 
. and raised expectations. 

. This is especially true of young peo- 
ple in China's major urban areas. For 
them, socialism is no longer equated 
with austerity and sacrificing oneself for 
the good of the next generation — they 
are that generation. 

— The situation in the countryside is 
more complex, and in the long run 
_ perhaps of more concern to the govern- 
ment. While urban dwellers certainly 
“Hke a good opulent wedding with plenty 
. of the latest consumer goods to start the 
. young couple off, in most cases mar- 
Mages are essentially a matter for the 

















stige of the families satisfied as long as 
e match is considered suitable. 

- In rural areas, however, the radical 
economic reforms introduced since 
1979 have had a direct effect on a range 









which act against the party's efforts of 
the past 30 years. Traditional codes of 

conduct and behaviour, never far below 
the surface despite years of socialist 
| Fopagande aimed at sreang a new so- 








weddings is a good example of society's [ 


mic changes being wrought by China's. 
efforts to modernise rapidly. On the 


- but appear to be powerless to change so- | 


. young couple involved, with the pre-. 


- of social relationships, often in ways 





ciety, are re-emerziag as a consequence 
of the de-coliectivisztior policy. 

The revival of tke household as the 
basic production and economic unit has 
concentrated deckion-making more 
into the hands of tae household head. 


However, this has no: occurred uni- 


formly across theccurt-y. It is the rural 
youth who are becoming China's new 
entrepreneurs and >reaking the bonds 
with village life and values. 

At the same tme, the traditional 
concept of marriage as an economic and 
social alliance betv-eer families rather 
than an emotional union between the 
young people invcivec — always im- 





| plicitly orca ‘despite: the ipassi 


paid to the socialist equality — me 
gained greater importance since de-c 
lectivisation. The emergence of the 


household economy has brought with it 


a trend towards early marriage, child 
marriages are rising as are the costs of 
securing a bride, and many marriages 
have reverted to being an essentially 
commercial transaction. Just how wide- 
spread these trends are is impossible to 


gauge with any accuracy, but the fact 
| that the national press is discussing 
these problems implies that they are be- 


coming common nationwide. 

The actual cost of getting married 
varies widely accordin ane to region, social 
status and the ividual circum- 
stances of the families involved. While 
average costs in urban and rural areas 


appear to be in the same order of mag- 
nitude, when taken as a proportion of 
annual income, rural families tend to 
spend considerably more. 


. Some scattered statistics. 

an idea of the problem. In: lio. 
ning province, the most urbanised 
and industrialised, average costs 
are said to have reached about 
Rmb 8,500 (US$2,284) equal to 
about nine years of an ,average 
worker's basic wage. 


I" some cases, the increasing 
costs of wooing have led to crime 
as young men try to subsidise their 
amorous pursuits and wedding ob- 
E) ligations through theft, embezzle- 
| ment and so forth. Additional so- 
cial problems include family quar- 
rels sparked by debt, leading in 
some cases to divorce and the 
suicide of young brides. . 
In rural areas, the actual cost of 
a wife is tied closely to local liv- 
ing standards and custom. Recent 
reports note a 10-fold increase in 
the number of presents demand- 
ed by the bride's family in the 


ol e igcrease in income. This 
betrothal C rue usually ranges from 
added to which comesthe | 


| Rmb 1-3 
| costs of extending the bridegroom's 


d faily house or building new quar- 


plus the cost of the wedding 
itself. To pay for this many fami- 
lies have to save for five years or long- 


er and borrow from friends and rela- | 


tives. 

| With such large sums of money in- 
volved it is no wonder that disputes 
| sometimes arise when one party refuses 
| to honour its commitments. Unscrupul- 
| ous parents with pretty daughters have 


been known to initiate engagements - 


and break them on various pretexts, 
keeping the money and gifts. 


Increasing costs are not the only 


problem associated with marriage in 
| China today. In areas where marriage is | 
| most blatantly commercialised the age | 
|. of the couples is often far below 20 for | 





| the girl and 22 for the man, as stipulated 
| in the 1980 Marriage Law. In some 
places religious ceremonies are being 


substituted for the civil ceremony. And 
people banned from getting married on | 


medical grounds, for example if they 
have sexually transmitted diseases or 
leprosy, are flouting the law. In some 


regions, there have again been cases of | 


venereal disease. | 
Those trends and the. spiralling costs 


of marriage are emerging because of a 


combination of ideological relaxation, 


e reforms and growing prosper- 


. They are officially criticised as they 


die resources to non-productive | 
areas, are at odds with soit ethics | 


and harm the social fabric. 


Yet, the government has found i it dif- 
ficult to control the economic dimen- 


sions of marriage since moral condem- 
nation is no longer an effective tool in 
controlling social behaviour. The recent 
. Stress on the role of the market and on 
material incentives was obviously not 
meant to apply to such areas as mar- 
. riage. This is yet another example of the 
: unintended consequences of reform. {J 


to turn upsic le 


| side world ae the sp 
Pees e : | t 


says. 32-year-old English 
a Zhang Shu Na 
much. " Zhan s four 


| oni j child. Parent ts such as 
are 


classes throughout the country 
| to be antidotes to the creation 
ty filled with “more self-wille | 


By Rod Bake: 


fter years of heralding: what has 
been iain: the world’ S 








munist Party is: begianing to 
problems with its cne-chil 

namely, the only chiid. Now pumbering 
some 32 million, these xia 
“little lag ail as? the cou 





‘dawn contemporary 
Chinese society and culture. Their 
tyrannical rule over. the nome 
only a hint of what is to come. 

With the sweeping economic re- 
forms and China's opening te the out- 


















a to eer them witt th 
anxiety-ladenm attention that thei 
ents have, | : 

. “We know we're spoil 





, “but we love th 
r-year-ol4 





‘now being. urged by go 
bodies to take part innewly 


siderate” chil 


many ways ; thie ur poli 
tated by the contradictory fa 
ning efforts, ignorance, and 


tion on the part of the count 









Litleemperors' born  - 
of a one-child policy 


policy à 


promise 
of noted economist Ma Yinchu, whos 


-the "precious resource" of peopl 


| lation is now estimated to be 1.2 billi 
twice the 1949 figure. 


5 tated i into top positions echo the view 
economist Ma Bin, who warned i in 
“risk a disastrous future." Calling 


:d.] pes of family planning in the 1950s 
today, i 


1 policy. 


| been troublesome, from the macro- 





thorities have not spent much: 


nationwide studies, may prove to be the 

































ous leadership — especially o on thé p 
of the former party chairman M 
Zedong. 
Un er Mao, there was à "more h 
merrier” approach to population 
trol. In Mao’s words, "people. . 


the picem of the com i 
party ... are the most precious o ré 
sources.” 


The ee called on the “bo! nc 
less creative power" of the masses t 
overcome any obstacle. Dissentin 
views were quickly capped, such as thos 


warnings of a Malthusian. catastrophe 
earned him political attack and publi 
revilement for some 20 years. s 

Under today's leadership, howeve: 


been re-classified as the'greatest obstac 
in achieving the national goal of impro 
ing the standard of living. China's po 





.Now, many who havé bee a 





“must furth her tighten birth control” á 





a burden to economic growth 
"Mz s views compliment tt 
party's pr sent position that undiv ded 
attention must be giv n the 











Dione dne this My ; 


level of balancing the ratio of workerst 
retirees, right down to the barriers of 
traditional. attitudes favouring 
families. It is not surprising that 


worrying abcut the character of the on 
chi:d families they have spent so 
time creating. The proportion of s 
families is growing rapidly, hov 
and China's leadership is beginning 
examine its significance. Studie: 
being conducted by government bo 
show “alarming” personality traits t 
only in the children, but in the parents 
as well. 

Today's children, as described in 





vanguard of a “revolution of character.” 
One of the first studies made public, in 
the China Daily early in 1986, revealed 
that an unhealthy number of self-cen- 
tred traits were prominent in. the 
majority of only children who were 
being studiec at a children' S school. in 
Hunan province. — i 

Constituting some 3% of ‘China’ S^ 


population at present, such children, ac- 
cording to another report in the Peking 
Review, accounted for 95% of first- 
grade pupils in some cities. 

In its report, the Review found that 
these children were "usually healthier, 
more intelligent and eager in their 
studies" than other children, and dis- 
played “a strong sense of self-respect 
and confidence." The rub of the find- 
ings, however, was that the children 
also were far more “self-willed and in- 
considerate." And, because of parental 
doting, they lacked "both experience 
and courage." 

"They have no concept of sharing 
things or their happiness with others," 
the report concluded, “because they are 
used to having all the joy or possessions 
under their own control. This being the 
case, many of these children lack the 
spirit of helping others,” said the Review. 

Even more alarming to authorities 
may be the proving incidence of crimes 
committed by youths in the country 
despite a national decline in the over- 


all crime rate. While the number of 
crimes in the 22-month period ending 
in June 1985 showed a drop of 36.4% 
over the previous 22-month period, 
juvenile crimes rose to 20% of the 
total. 

One reason, according to the Review, 
is “due to the promotion of family plan- 
ning on a national level" with the result 
that “the number of families with only 
one child [has] increased in recent 
years." Consequently, the "parents will 
frequently overly dote on that child and 
spoil him." 


eem rn question which all of this 
must for the authorities, then, 
must be how these only children will 
take to the socialist path. The prospect 
of an up-and-coming Chinese version of 
the me-generation has no doubt caused 
some degree of anxiety for those leaders 
already struggling with the growing 


Western influences found in China 
today. : 
44 


The recent student demonstra- 
tions for freedom aad Gemocracy have 
shown what party officials must view 
as the dark side of today's youth. In- 
creased scrutiny ef tomorrow's nation- 
al character will no doubt be under- 
taken. 

One cause the government has 
cited for today's children being spoilt, 
according to a mecent People's Daily 
editorial, is asseciated with another 
social problem — the lack of intimacy 
between pertness in marriage. The 
editorial contends -hat many marriage 

artners were ill-chosen through trad- 
itional family in erference and previ- 
ous governmentamplanted ideas sur- 
rounding proper mate selection. Lack- 
ing the element cf love for each other, 
such couples have tended to overly 
dote on the chixd. The editorial, cit- 
ing this excessive love, calls into ques- 
tion the value and commitment to so- 
ciety of such a spoiled child later in 
life. 

In a sherp departure from Maoist 


reasoning, the author has called for bet- 
ter selection of marriage partners "on 
the basis of love,” rather than practical- 
ity and social duty, as a step towards re- 
ducing the amoant of love showered on 
the child end thus fostering a healthier 
family env ronment. Failure to do so, he 
warns, will result in a situation where 
the childmen's future “dedication to 
the cause of socalism will be usurp- 
ed by dedicaton to their own de- 
sires.” 

There are many signs that romance 
has won o-ficiakendorsement. A nation- 
wide chair of dating services and match- 
makers has been established. The na- 
tional newspaders and tabloids are 
sprinkled with »eatures about marriages 
born of remance and articles applaud- 
ing the cu rent rage for dancing and dis- 
cos, where boymeets girl. 

Yet, even f romance takes root, 
the personal histones of many young 
adults may hinder efforts to dis- 
courage parens from doting on their 


only child. Many young couples are 
children of the Cultural Revolutiop 
(1966-76), a time of tornfent, persecu- 
tion and chaos. 

Yang Ming, who has one young 
child, says: “I spent my childhood in the 
1960s when our country suffered finaff- 
cial difficulty, and spent my youth in the 
Cultural Revolution . . . [Now] I am de- 
termined that my only daughter will live 
a happy life. I'll do everything I can to 
meet her wishes." 

The father of a primary school pupil 
tells how his generation "lost our golden 
time during the Cultural Revolution 
when we were in our 20s. We have to 
rest our dreams in our children and 
hope they will become somebody some- 
day." 


iao Zhu remembers watching her 
father, an official for her town's 
water bureau, beaten in front of the 
family and the ensuing years of harass- 
ment. She bitterly contends it was all 
"duty" (in line with Mao's call “to 





criticise or be criticised") and her 
fate. Turning to her only daughter Jie 
Ming, whose name means "Bright Fu- 
ture," Xiao says: "It won't be Jie 
Ming's..." 

As part of the government's efforts 
to counter the phenomenon of excessive 
love, child psychology classes for par- 
ents have been introduced. According 
to the Review, by May 1986, 72 cities in 
Sichuan province alone had estab- 
lished institutions whose purpose is to 
"focus on the study of only-child nega- 
tive characteristics resulting from im- 
proper education given by their par- 
ents." 

Given the pained memories of par- 
ents like Xiao, a society that still of- 
fers relatively little in terms of career 
advancement, and the unwavering posi- 
tion of the family as the primary support 
of its society, though, it seems that 
Chinese society may have no choice but 
watch as these from-the-cradle mon- 
archs grow. Oo 
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. It$ not just how long you 





No matter how long you age ordi- 
nary Scotch, it will always be ordinary. 

Which is why the words “12 years 
old" ona label aren't nearly as impressive 
as the words “Chivas Regal? 

After all, since 1801, Chivas Regal has 
been made from the prize whiskies of 





S what you age. ` 
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such legendary Highlane distilleries as 
Strathisla—one af Scotlarxi*s oldest. 
In fact. Chivas Brothers meticulously 


selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

All of which helps explain why many 
Scotches can carry the words “12 years 
old? But only one can casry the words 
“Chivas Regal.” 
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‘When you consider t | 
jatiety of the financial risks that almost every 
arge company has had to manage, it's a | 
riBute to their treasurers that any companies. 
survived at all — let alone emerged successful. 
-. With a blend of science, creativity 
and (occasionally) crossed fingers, company 
treasurers developed reliable — . 
methods for managing the financial 
risks inherent in their industries. 
Then the rules chang d 

| Suddenly, strategic risk: 
. — factors completely beyond their 
v. control — had begun to determin ne 
ir ancial viability of their companies. | 
For example, foreign. 
< exchange rates now fluctuate 
B dramatically beyond their previous 
B limits, with no apparent method 
of. reli able prediction. 

n Interest rates that can 
be E aon low today can 
y take off for the moon. 
eae Even commodity prices now move 
- alarmingly beyond their (previously) normal 
c trading | imits. 
(00s So today, the need for sound 
Y ethods of managing these strategic risks has 
DEREN become urgent. 
Chase has the solutio 
| A wide choice of 
innovative and flexible methods for 
managing every type and 
combination of strategic risk your 
company could face. 
EG All based on just four products: 
swaps, options, forwards and futures. 
E Using these basic tools, we can 
engineer a cost-effective financial solution that 
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if you would. like to know more, contei your Chase Relationshí? Manager 
or call our Special Trarsactions Desk s 
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denomi nated in “old: | | E 
r We've helped. an oil producer 

increase its current cash. flow by se 
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cu NCY swaps for you and arrange EL 
on currencies years in advance. 










2 in EG as a obal financial. : 
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isticated and innovative investment. E 




















à Wh: E may be a bit dull, af 
you ve been going through. E 
T Wonderfully, magnificent 
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Hong Kong on (5}841-454}. 
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anywhere. 
And now 
we are building 
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00 vi ‘Does the title, Waltzing with a 
D "lator , mean to convey the comic 
pera effect of this expose of The Mar- 
, d the Making of American Po- 






.merican policy. According to 
rand the EIOINIDOKC himself, it 





A /hite House, the State Dn 
“| the. Pentagon, and the CIA, = 
who were in one way or an- | 
other involved in the “making” of 
American policy for. the Philip- | 
pines. k 
. Bonner’s account of the in- 
. fighting at the State Department 
and the White House, Imelda 
Marcos' extravagant lifestyle, the 
enormous wealth of Marcos and 
his cronies, and, above all, the de- 
posed Philippine president's craft 
in playing the charade that is 
known, seriously, as US-Philip- 
pine special relations, is as racy 
and gripping as any libretto for a 

Mozartian opera. 

But the author is not being 
funny. All the intrigues of ambi- 
tion and greed do have serious 
consequences for Filipinos. Still, 
the composition of numerous de- 
tails, the orchestration of them in 

. Bonner’s deft hand, could be — 

. |. with more insight and art — 
~ | Rabelaisian, or Swiftian. 

| Example: ^Hardly a day pass- | 

. edthat [US Ambassador] Michael | 

| Armacost wasn't seen with Im- - 

elda Marcos. They danced to- 

gether in Malacanang, at. Leyte 

they sang World War H GI 

ditties. 

“All that was to change dramatically 
and, for Armacost, painfully. When the 
pervasiveness of the Marcoses’ corrup- 
tion — social, political and economic — 
finally sank in, he became an enemy, 
one they couldn't afford to have." 

Well and good for Armacost's soul. 
But quite long before Armacost’s 
epiphany, as early as the Johnson ad- 
ministration, the US Embassy in Man- 


| ila, the CIA, and State Department al- - 
ready knew, by Bonner's account, of | 


Author Adad Cristobal was presidential spokesman 
at Malacanang 1980-86. 









Waltzin : with: a Dictator: The Marcoses and the Making ef Ameriżan Policy m 
m aos Times Books, New York. US$19.95. 


-the rapacity in tae Marces administra- 
tion. Was every Americas ambassador . 
xposes in US 

y the way, ` 
arcos and his | 









kept in the dark despite € 
media — the very medi: 
lavish in their praise for 
wife in the late 1960s and early 1970s. 

The media's love-hate 





comic opera stu? 
savagery of media scornec.. 

Another example: "The. CIA- 
Manila kept hear ng that 7 











the spies could 
fhe ( 


Ls 


were, and withoat. es g that, they 
didn't know what Marcos svas suffering 
from. Finaily, a €IA office 
in locating the immigratioreofficial at the | 














two American dactors ez 
arrived. ‘With 


agency pers 





zh time they 
enough money, 
uaded the immigration of- 





ficer to divulge that the doctors were | 


from New York and their eames.” 
Apparently, these same spies “dis- 

covered" that then defeace minister 

Juan Ponce Enrile had offered Corazon 


. Aquino, days before the mutiny that 
termed in into a peoe power, “a placeina 


J junta: te replace M: 


vignettes which should warm 


* relationship | David Sternberg? Or. 
in the course of *wo decades is in itself 


. It alsc explains s : 


*merican dac: | 
tors were treating Marcos; but | 
t penetrate - 
earn who they | 





| gress) through: such. | el 
| Bishops-Businessmen's. Confere 
r succeeded | Human Development, the Gir 
| of the Philippines and the Phil 
airport who stamped the: passports of Amateur. Radio Association. Bon 
| further contends that the US Agency 
the | 
| least US$300,000 to Namfrel. 


-eignty and human integrity stem, 
| Bonner's view, from the US’ sin 
| fixation on its military bases in 
Philippines. Marcos, who. manipul 
the n 

manipulating, a: as dt were 






jected. President Aquin 
tor-elect Enrile- hav 
about this, apparently 

More curious still are 














les of : Filipinos, nationalist-a 
wise. Wouldn’t they be please 
that their beloved Ma sa 
knocked out cold by Col 
Lansdale. (contemptuously- 
“Landslide”. by the nation: list 
Recto) for refusing to j 
pared for him by the 





















dent, Elpidio Quirino. 
tated as a good presid 
by the CIA so he would b 
I personally do not. 
Quirino having been i incohe 
of his have be appearances; i 
woul dux. be. unne 





















































CIA pea a as 
Recto and then gave it u 
With all its r reve d ca 







sayeay? ‘Or pales 
poe while he w 











| Me arcos with fag erythem 
| and then pretend that: it dic 
know what was really wrong 
_ the man? Finally, was B 
eres s dastardly assas: 
IA plot to topple M: 

















Now, you see what happ 
when you make delightfal E 
| lations.” 










^ thers are more. distu bi 
SU though nonetheless hilario 
a a self-styled. reformist, rec 
elected senator, was a. loni 
recipient of i CIA benefici 

National Movement fo 
Elections (Namfrel), R. 
eri reform. _move 
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International Development gave: 


All these stresses on national sove 


ixation to his own. adv 













isiness interests. 
emo written by Francis T. Underhill, 


from 1968-71: 
e Philippines can never be normal 
Hle our bases remain. For the 
nos. they create contradictions 
strains which twist and warp every 
-of their attitude towards us. On 
one hand the bases symbolise the 
‘ial relationship] with us... On the 
^ hand the bases are also regarded 
an affront to Philippine national 
', and a symbol of imperfect inde- 
dence and continuing dependency . . 


etuate in the Philippines a neurotic, 


E OG RAPHY 


r y cople have often asked this reviewer 
- how he could possibly have enjoyed 
working as a foreign correspondent in 
Singapore. Isn't it a very boring, sinister. 
lace? Perhaps, but the professional en- 
joyment of observing Lee Kuan Yew, 
the island's ruler, at close quarters, eas-: 
ily outweighs the occasional feeling of 
becoming a character in a Kafka novel. . 
_ For anybody interested in words and 
their- political usage, what current: 
leader can match the prime minister of a 
micro-state which most people seem to 
believe is part of China? As Lee once 
Observed: "A surgeon's primary instru- 











































r ' chapter to Lee's use of the English, 


ut the best part of a book that varies 
tly in quality. 

Minchin notes that Lee, in his 
ches and renowned sayings, is a 
ter of sarcasm; ridicule and verbal 





ces: people squatting on others, suck- 
x the Singapore banana. Or more ero- 
nes, such as this: "Repression i is. 

making love —it is always easier 
second time.” Another device is to 





rings of the n man’s paranoia a as well as 

































imited (read: nuclear) u use of base 
lities and concessions. to! American- l 


‘The author quotes with approval a 


o was the political counsellor in Man- 
"Our relations with |. 


“The base relationship also helps to | 


ookit ng for ther 


: Pen & Unwin, Sydney. A35. 95 (05528. 75). 


ent is his scalpel, a politician’s is his 
vord.” James Minchin devotes an en- 


inese and Malay languages and it is 
sm. Talk is dotted with phallic refer- - 


ye Singapore in terms of digits or 
O Other times Lee amples het is 


s state-craft. This is no small task for | 
author who met his subject only once 
r a 10-minute-long interview in 1976, -] 
ough the book was 12 years in the a 
king. A hes still not made it dum 1 


ously. We acknowledge Philippine in- 
dependence, but we still think of bases 





| extraterritorially. Messages still- move {l 
in our communications channels ad- 






dressed to Clar«, PI, tbe PI standing for 
Philippine Islands, a secgraphic name 
as obsolete as 
East Indies . . . 











n sum, if American presidents waltz 

with dictators, itis th- bases which call 
the tune — and the tene gets stronger 
with the prevziling sentiments of the 
Soviet Union, China and the Asean na- 
tions. A Philiopine president cannot 
then be rash enough to urge the dis- 












wants to compromise berar his political 
fortunes. It is SIETULIGKE that when 














Leeat at university. 


Sitigapore bociatiebs for the abr: 
 ostensible reason that he official photo- 
graph of Lee cn the d 
Other photographs ir the book were 
used by the publishe: without permis- 
sion. 
-At several points Minchin (a Mel- 
bóürne- born Anglicaz priest) goes too 
| far into psychoanalysis, ss when he 
lapses into pseudoscentific jargon or 
throws in a purple aseccote. The 11- 
year-old Harry Lee, fer example, is said 
to have pulled out all tne feathers from a 
enay his unde had efused to let him 








Batawia. Netherlands | 





mantling of the bases, unless she or he | 


| and prudish. 


ast cover and two- 


. tween the two, but offers few. new facts 





orm nof dependency. fsa consequence na 
itis acountry that is difacul: to take seri- | 


tha the emergent em C razon 
Aquino, had pledged to honour the 


bases until 1991. 


But Bonner, who also wrote an inci- 
sive book on El Salvador, ought also to 


have noted that there are no American 


military bases in El Salvador and 
Nicaragua. Monroeism is the justifica- 
tion for American intervention in Latin 
America. The umbrella term, of course, 
is anti-communism, which should ex- 
plain the US’ willingness to waltz with 


dictators or, as the term goes, dup 


rian leaders. 
To irreducible justification then is 
the protection, not to say, promotion, 


_of American interests everywhere. 


. So, the real “why” is whether it is 
necessary for a superpower like the US 


| have. What the author calls “perceived 
|omarital infidelity” in the family when 


Lee was a boy is said to be connected 
with his tendency to be both prurient 
in- 


Even. so, it contains some 


"| teresting: insights into the Singapore 


leader’s personality, what drives 
him remorselessly on and his com- 
plete lack of self-doubt. When 
Lee was asked by an American 
. magazine to describe his main 
faults, he replied: “I do not know 
or E would have tried to minimise 
flaws which could be fatal. My 
friends are too kind or too polite 
to tell me; my enemies mislead 
me by naming Beuous ones." 


, B y Minchin's own modest ad- 
‘fa? mission, his aim is to pro- 
voke further investigation rather 
than write the conclusive work 
on Leé or modern Singapore. 
Such a book has still to be writ- 
ten. Alex Josey's two-volume 
biography (1968 and 1980) large- 
ly consists of Lee’s speeches with 
a few bits of narrative and anec- 
dote thrownin. T. J. S. George" S 
work (Lee Kuan Yew's Singa- 
pore, first published in 1973) 
is useful, but a -demolition- 
job. 

One reason for the paucity of 
good books on the subject isthe 
complexity of the chief protago- 
nist’s character. Another is the diffi- 


 culty of making the sequel to separation 


from Malaysia as exciting as the pre- 


lude to it. Access to sources is. another 


problem for any independent-minded re- 

searcher. Singapore | is too ‘defensive: to 

let themin. . c 
Josey was too fo id of Lee, Gi 

too negative. Mincli 





to flesh out the character. Despite the 
attempted. evenhandedness, Minchin. 
still seems in awe of the man. “The out- 





'to control and manipulate the political 
systems ofssmall countries like the 
Philippines În order to protect its in- 
terests. The US does not approach its 
European allies or even Japan in the 
eame way. State Department and CIA 

ratives have not been accused of 
plotting de Gualle’s assassination or 
spiking Mitterrand’s drink. 


TS call the bases and anti-commu- 
nism decisive factors in American 

licy and the emergence of dictators is to 
simplify the matter. The deeper reason 
lies in the US’ image of itself as the “an- 


chorman” of the non-communist Third 


World. It looks for scapegoats who 
“lost” China, Iran, and Nicaragua, as 
df: gaining and losing a country is a mere 
question of who drafted the memos and 
: -who carried out the scenarios. 
^: Bonner had a glimpse of the real 













rage lof. separation from Malaysia] re- 
mained," writes Minchin of his subject, 

“all that money and effort wasted, all 
those political opportunities lost, the 
endless stupidity of his opponents — 
and sharpened by fear, it spurred him 
on more than ever to beat the odds 
against survival." Lee's eldest son, 
Hsien Loong, is given an unqualified 
endorsement as a worthy successor to 
his father. 

The author endows Lee senior with a 
grander vision than the Singapore 
leader himself would probably admit to. 
Minchin suggests that the prime minis- 
ter threw his weight behind Asean in the 
mid-1970s which, if properly handled, 
could “provide an attractive setting in 
which the jewel of Singapore can 
radiate or refract light. to the Pacific 
basin and the world." Lee's global 
philosophy is said by the author to in- 
volve the establishment of a new world 
order in which a tiny elite would derive 
their satisfaction from hard work and 
creative genius and thereby allow the 
rest of the population to paint, fish, 
yacht or go scuba diving. No evidence is 
given to show that Lee actually holds 
this view. 

Minchin is on safer ground quoting 





assiduously. The book is enjoyable just 
for the quotable quotes that pepper its 
pages. A favourite is this anecdote: 

"A former Singapore newspaper 
proprietor, now retired, was having an 
audience with Lee and apparently not 
toeing the line. Lee leane d Over, grab- 
bed him by the collar, and said ‘I’m a 
thug, you're a thug, and as one thug to 
another, you'll do what I say'." 

Whether Lee is a philosopher-king 
or mafioso, a definitive biography of the 
man may have to wait until he is no 
longer around. A start could be made by 
simply compiling all the quotes. Min- 
chin's book barely keeps us going in the 
meantime. — Nigel Holloway 





issue when he noted 


Lee himself. Few people have read his 
words from the past 30 or more years so. 






widening gap between rich and poor in 
countries like El Salvacor and the 
Philippines. He did not gc far enough to 
ask whether the US, a: anchorman, 
could do something about ‘his explosive 
state of affairs. 

The social and ecopemic gap in 
Third World countries is zeflected with 
a bir iu pee the EE gap in the 


"We blame with clear eenscience the 
elites of Th : set 
economic gap; way shou the elites of 
the world econoraic order be blameless 
for the «€ gap 5etweerr "ich and poor 
countries? The evidence saows that US 
policymakers are not reac* for the ques- 
tion. 

In the case of the PE lippines, the 
alternative question was raised by B. 
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pines at a C : A Backgrot 
Study Paper for the US Churches. ms 
“The Philippines," Williams pointe« 
out, "is not something that we couk 
lose — it does not belong tous. Filipin 
are not simple-minded people incapabl 
of resisting foreign ideologi 
Filipino nationalism is not a 
force — let us affirm with Fili 
‘yes, it is good to love one’s country an 
to insist upon the sovereignty of on 
country, to struggle for one's selfho 
No American policymaker. 
contest Williams' proposition, bu d 
another matter to take. his 
“With deep gratitude for the 
ties and enduring special bond: 
with the Filipino people and ir 
tion for serious mistakes in the 
pines, let us LET GO!. Wie, supe 

































































Mark Clifford in Seoul 
.outh Korea's opposition Reunifica- 
















| its first real chance of taking the 
of power, has put together an eco- 
ic platform which is a patchwork of 


capitalism. But it would not veer 
‘the high- E he Dep sts 
icies that. have d 
















































nding. And, reflecting the 
of it popular. support, it has 
| ong labour law 
ion in its ver- 


ng stock and real-es- 
te enior RDP officials 
Iso ‘say it is likely that- corruption 
harges swirling around President Chun 
Doo Hwan's family will become an issue 


campaign. That poses risks though, for 
a wounded tiger should be treated 
cautiously, S one RDP policymaker con- 
ded. : 

E "We ee a five market system ic 
f government controls," 
ime dissident leader Kim Dae Jung, 


ling Democratic Justice Party (DJP). 


c steady. " While the RDP is far from 
sirig a candidate for the presiden- 


im s voice will l be influential i in 


bi business, though. it of- 


"s would be 










rt, páity officials. st. R 
so Pledges to encourage "nt Hos 
| sine ae e 
















jon Democratic Party (RDP), of- 


ig business populism and laissez- 


Ls ed Sout h h a E 
omic” "power fand. joe E 


| soon-to-be- -Te- 


ition: party. hopes to tap 
ntmenit over income in- - 


in the promised presidential election | 


says long- | 


hose political rights are to be restored 
der the terms of a political reform |. 


i TRADE 


Down in :he dumps 


s By Nayan Chanda in Washincton 


offered at the end of June by Roh > 
Woo, presidential candidate of the | 


promises that change under an. 
government would be “gradual |. 


election now promised to be held on i 
onwide franchise before Feb- 


ege stfücture" étieen gov- | 


; indi- 


ises big business that will be freer to 
make its own decisions. Banks and 
other state-run enterorBes would be 


fully privatised under àn RDP govern- 


ment. After privatisation the opposition 
would remove government control over 
the banks, which, whe now partly in 
private hands, are subject to extensive 
official direction. 

“We will let barks be managed by 
bankers, not the government,” prom- 
ises the RDP's Hong Sa Dek, a national 
assembly member and one of the party's 


chief economic strategists. “Presently, 


every big loan ts determined by govern: 


‘he South Korean conglomerate 


. E Daewoo Corp. is facing a record: 
. civil suit for US$162 millien by the US- 
Customs Service for bringing steel pro- 


ducts into the US at »elow their “fair 
market value." The lesal action against 
the company comesa a fime when its 
former high-powered ipblwist, Michael 
Deaver, who has been indicted for lying 





to congress and a grand jury about his | 
contacts with administ: ‘ation offi cials on | 


behalf of foreign clients. 


The Customs Servi-e fed its: suit in | 


the Court of Internationa’ Trade after 


negotiations for an out-of-court settle- | 
| ment to collect penalties faded. Deaver, 
: 4 a former White House aide, was hired 
, | by the company te — among other 
.. | things — help reduce the penalties and 
ae he lobbied dns d *9 de so. . But the 








ment officials on a case-by-case basis." 


However, before selling off the banks 


the RDP — or any administration — 


must find a way to deal with the non- 
performing loans which make up more 


than 20% of assets of South Korea's 


major banks. 

Finance directors at the country's 
giant business groups, or chaebol, 
should have reason to cheer the RDP, 
since the party promises to end restric- 
tions on overseas borrowing which have 


forced them to rely on the more expen- 


sive domestic market. “Every company 
should make its plans in light of its own 
situation,” says Hong. — 
Untangling government supervision 
over business affairs would help end 
what the opposition criticises as an un- 


holy alliance between business and gov- 


ernment. “Our belief is that less [gov- 
ernment] intervention in private enter- 
prise is better,” says Hong. “Because of 
direct interference by government offi- 


cials, private enterprises lost their au- 


tonomy and voluntary entrepreneur- 
ship. This is the main reason there are so 
many insolvent companies." 

Certainly, the government's ability 
to turn the credit spigot off is a powerful 
incentive for South Korea's companies 
not to step out of line. Politically con- 


 nected firms are said by South Koreans 
to prosper. Campaign contributions; 
both legal and Megan are a recurring 





-Customs Service, which a year ago was 
considering Deaver's offer of a settle- 


ment under which Daewoo would pay a 


.US$12 million fine, is now asking for 
close to 14 times that amount, and 
Daewoo's refusal to pay the sum lias. 
, brought the case to the court. The per- 


jury charges against Deaver are uncon- 
nected with his lobbying activities for 
Daewoo. | 

Daewoo's troubles began’. in 1983 
when, after prodding by the US. steel 
lobby in the US € pec one the Customs 
Service launch | offensive ainst 
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| gration i is going to find Bd 
ing of politi a tough habit to break. — 

For big business, an- RDP govern- 
ment may mean à welcome relief from 
gbe tight grip of the state, which was in- 
stituted during the. ““forcec 
growth” years under assassina | 
dent Park Chung Hee and ha: con- 
tinued for the past seven years of the ad- 
ministration of Chun. Weak companies 
that now survive only because of gov- 
ernment help might-fail But the 
stronger firms would thrive. 

Despite its populist rhetoric when it 
talks of breaking the concentration of 
economic power, the RDP would al- 
most certainly be forced into an accom- 
modation with big business. "I haven't 
seen any indication that the economic 
supervision of the country would be 

taken out of the hands of the regular 
| bi acy,” says Henry Morris, gen- 
oral anager of the international de- 
partment at Ssangyong Investment & 
- Securities. "That's why I think the busi- 
ness community is not at all disturbed by 
recent [political] developments." 















"he RDP offers to soften some of the 

i harsher features of South Korea’s 
economy, starting with higher wages — 
one. policy which will not be popular 
~ with- industry as it struggles with the 
problem of export competitiveness being 
eroded by the creeping revaluation of 
the won. "The low-wage policy should 
be dismantled," says Hong. "In the 
course of industrialisation it was inevit- 
able for us to keep low wages, but now is 
the time for the government to recon- 
sider that policy." However, Kim told 
the REVIEW that the RDP "will never 
support excessive wage demands." Ra- 
ther, to compensate labour and reduce 
economic concentration stock should be 


Under a system known as the. “trig- 


ger-price mechanism,” the government | 


can launch an anti-dumping investiga- 


| tion if various steel products are- 


brought into the US at a price below the 
“trigger price.” Daewoo was found to 


have submitted falsely inflated invoices 


to customs for steel products shipped to 


its US subsidiary. The difference be- | 
tween the false invoice price and actual 


sale price was paid to the subsidiary in a 
secret. rebate. By using this device, 
Daewoo was attempting to avoid an 
anti-dumping investigation. The con- 
glomerate and its US subsidiary pleaded 
guilty to conspiracy and fraud and paid 
Uss2is, 000 in criminal penalties. 


he Customs Service also brought a 
 civil-damage suit against Daewoo, 
which began negotiations to determine 
the size of the claim. Deaver, an old 
confidant of President Reagan, resign- 
-ed from his job as deputy White House 


chief of staff in May 1985 to set up a lob- 


bying business. He wasretained by Dae- 





distributed to employees. says Kim. 

Whoever rulesthe coumry after Feb- 
ruary 1988, wher. Chun : 
down, will have to deal with pressing 
labour issues. Productive has grown 
nearly twice as fast as wage 
and an emboldened labour = 
certain to try to make up lost 
“This could lead very easly to agree- 


ments to raise wages substantially which 
" says 
















in turn o» leau to ination, 


















His contract; among oth "wr things, re- 
quired him “to design asd suggest to 
Daewoo any. strategy ' with -espect to the 
customs problem . . . ; 

In April 1986, when Deaver’s lobby- | 


ing effort with senior cus 
was first reportec, agenc 
that they were considerin; 
lion settlement o?fer. Ho 






cover apparent new viol 
company, penalties stead: 
Since, under US law, 


tained during a grand-jury investigation | 
cannot be used for a civil vase, customs | 


conducted its own investigations, which 
— according to an ageney official — 
"turned up muck more evidence than 





-the grand jury could have zen.” On the 


basis of this evidence it axed Daewoo 
to pay the record EE Sumillion fine. 


i pAmea 


customs will now have ET prove ifs 
charges in the Court of nternational | 
Trade. | : ü 


| farmers land MD. is- 
| than supplying more wo 
ue to step | 
j not solve all the agricultural prob 
| "In principle we support liberalisat 
s since 1980 | : 
is | that will remain protected." 


| mes, which now cover less than. half th 
| population, would be extended. The 


| Programmes and housin 
| less, the mentally ill an the ha 
| ped would all be improved. ES 


| proposals. The undergro 


pms officials | 
sources said | 
| US$12 mil- | 
ever, as the 

civil investigations contis 


| it were the government, than its: 










are now y aenerll un 
beyond the confines of 
place and may receive only 
side assistance. The RDP say: 
constitutionally guarantee the- 
organise and , bargain colle 
Police will be forbidden. to int 
union affairs. These meas 
bring a sea change to the 
labour relations. i 































he RDP promises t 






lin une: oa a mov 
pose dipiomatic problems 
The opposition will also: 
vestment in distribution 
facilities. Reflecting the R 
sentiments, ihe party 


























In its place the party 
bution structure base 










tory," says Hong. But. factory obs 









but there will be some. crops, 






Public health-insurance | progra 






derly would see state suppor ] 
for the hom 


















The RDP thinks that it can. pay 
increased social spending by tighte 1 
enforcement >of existing tax. la 
though party € officials offer.no. ar 
of either revenue-raising Or expe 





IS NP. much at "afcit ide 

























to » fund: alt its ocal sei 
running up massive budg 
may also find an accommodat 
big business rather more comfo 


paign posturing suggests. - x 
"The RDP says that there needs 
be a democratisation of econor 
power, and that consumers, small fir 
and small industries should benefi 
says Phil Lee, chairman of Korea U 
versity's department of business a 
himself a frequent. critic of: Sout 
Korea’s economic centralisation. “Bu 
it won't be easy, because of the concen- 
tration of economic power around ‘Boy 
ernment and bigł business." - 








sain Haqqani in islamabad 
he Pakistan Government has un- 
veiled a three-year. programme 
med at doubling the country's exports 
US$6.5 million by June 1990. 

The programme offers tax and credit 
ntives to exporters, especially of 
lue goods, and stresses that in 
è bulk imports from countries 
th purchase Pakistani goods will be 
n preferential treatment. 
government also plans to lift im- 
estrictions on 146 items in a bid to 
ease the competitiveness of Pakis- 
‘industry and to allow the private 
to export cotton and rice, Pakis- 






















ading monopoly which dates 
| Os. 


ng the policy initiative, 
ul Hag, the minister for plan- 
ning and commerce, said the govern- 
ment wanted the country to be able to 
pay for its imports from export earn- 


































could then be used for investment. 

At the moment these are used to sup- 

port the balance of payments. 

-In 1986-87, Pakistan's exports, val- 

ued at US$3.69 billion, financed 70% of 
mports worth US$5.23 billion. This 

represented an improvement over the 








for only 42% of the value of imports. 
According to Haq, 


: Extradition blues 


By Elizabeth Cheng i in Hongkong 


A an ex parte chambers hearing 








_of-payments deficit to. US$1 
billion by 1990 from U55 


port earnings to pay or £5% 


ain exports, ending a govern- | 


ings. Remittances from overseas work- 


tevious year when exports accounted | 





the government 


n attempt to invalidate a Hongkong request for the ex- 
P tradition from London of former Malaysian banker Lor- 
‘ain Osman to face fraud and corruption charges has failed. 

| on 6 July, a Hongkong 
udge dismissed the lawyers’ application for leave to apply 
for a judicial review of the governor's request. — 

partner of the law firm Haldane, Midgley & Cheung 
enting Osman told the REVIEW he was now awaiting 
advice from London before making a decision on whe- 
o file an appeal. The decision was expected 


| plawyers. argued that the governor, 
pking nthe extradition, was acting outside the 
nder the Fugitive Offenders (Hongkong) | 


hopes to reduce the balance- 


31.6 
billion now, and expects. ex- 


of imports. 

The main emphasss of the |} 
trade initiative is on boosting L 
exports of high-value industrial pro- 
ducts. So, in future, tax exemptions for 
export earnings, previously available 
across the board, wi be replaced by a 
graduated system wh ch favours export- 
ers of higher-value g»ods. The govern- 
ment is also offeriag export credits 
worth US$250 milkon to encourage 


other Third World countries to pur- 


chase engineering preducts from Pakis- 
tan. 

Other measures to encourage ex- 
ports include tax -oncessions, duty 
drawbacks and cred facilities for ex- 
port houses, and gcvermment finance 


for promotional efforts. An air freight | 
subsidy is also being ntreduced to help - 


boost the export of perisnables such as 
fruit, vegetab'es and lowers. 
The import liberalisation measure, 


which removes 146 ieme from a list of- 


450 barred imports, i. designed to make 


Pakistan's manufactaring sector more | 


competitive. It is also e xpected to cut 
down on the large-scale smuggling of 
raw materials and «consumer goods. 





pr to ' engineering. in- 
dans which has, officials 
| say, the potential to gro 
| rapidly, though at the mo- 
ment it suffers from under- 
utilised capacity.. | | 
The most significant. fea- 
| ture of the programme is its 
| emphasison counter-trade and 
| on linking im Ped and ex- 
| ports. Accord ding to Haq, 
Pakistan will buy certain com- 
modities on a preferential basis from 
countries which import Pakistani goods. 
Major suppliers of bulk imports, such as 
petroleum products, edible oil, fertiliser 
and tea, have already been asked to buy 


specific Pakistani goods if they wish to 


continue selling to Pakistan. 

The Commerce Ministry has also set 
targets for balancing trade with certain 
countries. Malaysia, which sells 400,000 
tons of palm oil to Pakistan each year, 
has been asked to buy machinery and 
rice worth at least 30% -of the value 
of the oil. Kuwait, which accounts 
for almost a quarter of Pakistan's im- 
ports. of De dete products, has also 
been told to redress the trade imbal- 
ance. | — 

Some 70% of the country's tea re- 
quirement will in future be imported 
through the state-owned Trading Corp. 
of Pakistan, which will favour more ba- 
lanced trading partners, such as Sri 
Lanka and Bangladesh, over others, 
like Kenya which imports little from 
Pakistan. n 





leave the territory before he can be charged with other of- 
fences. Based on recent sentences for fraud, Osman, if 
returned and convicted, is likely to remain in jail after 


1997. 


China, however, has no. extradition treaties and “clearly, 
the whole question of extradition and prisoners in Hongkong 


A Hongk 









facing sentences beyond 1997 should be 
sed,” a legal expert said. : 





seriously addres- 


ong Government official pointed out that under 
the Sino-British Joint Declaration Britain would maintain 
the administration of Hongkong until 1997, including the en- 
forcement of law. So anyone convicted ofa crime would be 
dealt with under current laws, he said. 

Still, Osman's challenge has raised the possibility ofa apo 
tential loophole i in the law. A special duties team within the 
Legal Department is reviewing all treaty ar- 

rangements between Hongkong and other coun- 
tries. Existing treaties could bé partly accommo- 
dated within the Basic Law (to be promulgated 
in 1990) and partly outside it, a government 




























spokesman suggested. - 
Osman, who was: chairman. of Bumiputra 3 

Malaysia Finance until 1983, was arrested in | 
London in December 1985. iow in custody at 
Pentoville prison, he is resisting extradition to 
Hongkong on 45 charges of fraud and corrup- 
The Hongkong Government last month suc- 
ceeded in obtaining an order for his extradition | 
strate ruled that he had ani f) 






Or n 1967, id. ieri must miel that 












t question because of Hon kong’ 
hange of sovereignty in 1 e 
Wye ntained: that since the governor 
uld not offer Osman the safeguards required 
law, his action was illegal. - : 
. The treaties provide i that the prisoner, after 
rving a term of imprisonment for the charge 
h ze: eee must be allowed to 











when a London magistr 
-case to answer on each charge. 
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Nick Seaward in Kuala Lumpur v Re 
alaysia’s publicly listed’ financial 

services group, MBf Holdings, has _ 
uzzled analysts with plans to acquire . 




















sted concerns which have historical 
s with MBf chief executive and con- 
ling shareholder Datuk Loy Hean 
ong. The companies hold interests in 
tations, manufacturing and trading. 
Bf Holdings chairman, Tunku 
ullah ibni- Almarhum: Tuanku 
ul Rahman, said on 30 June that 
. stakes in Ganda Holdings, 
anda Holdings and Duff Develop: 
t would be acquired through the 
‘of 87.13 million new 50 M cents (20 
cents) shares in MBf at M$1 a share. 
Iowever, the deal is subject to approval 
“shareholders and the relevant au- 


































































































oregone conclusion. 
scribed the series of purchases as a 


Samanda and Duff are also in Loy’s per- 
sonal orbit: Samanda was formerly 
known'as Loytape and is an associate 


common company secretaries with- 
Ganda and Samanda and is the owner of 
15 million shares in MBf. Ganda and. 
manda have past links with former Ka _ 
ah Bank president Low Chung Song 
REVIEW, 26 Feb.). up ro eM 
"Thus, while MBf's holdings in the 
ee companies will fall short of the 
3% trigger point beyond which it 
id have to make a general offer, it 
ms likely that through Loy, MBf will. 
ye able to meld the companies into a 
cohesive group. This view is reinforced 


n Loy’s associates. Furthermore, 


o bui 


Permodalan MBf and another share- 
older. MBf holds 22% of Emtex and 


V alaysia's MBf Holdings adds three old friends to its stable 


trolling stakes in three loss-making | 
mainly Malar) ownership up to the 
usual minimum level of 390%. MBf cur- 
-rently complies with the New Economic 


"Approval from the shareholders is. |l 
ot expected to be a problem. Loy de- |$ 


riendly merger" and pointed out that - 1 
he founded Ganda in the early 1970s. | 


company of Ganda, while Duff has: 


| Loy: expanding empire: 






he presence on the boards of both | 
ida and Samanda of Ngan Ching | 
Wen and Mew Jin Seng, who have long | 


capital to M$155 mil:on. 


oy told the REVIEW that MBf will | 
uity account contributions by the three 
(proposed associates in the future. ~ 







has fou? directors on the board. | 


As a result of the Ganda/Samanda/ 


Duff acquisit ons, MBf will have to 
make a specizl issue of shares to bring 
its. bumiputra (indigenous Malaysian, 


Policy guidel nes bv: im issuing 32% 
of its enlarged paid-up skare capital to 


the vendors of the Ganda. Samandaand | 
Duff shares, Funku Abdullah estimated: 


that the bumioutra stake in MBf would 


be diluted to less than 20%. It seems |. 
likely, therefere, that uniess any of the | 
existing non-bumipstra shareholders 








lorities — which is by no means a | a 


¿the year ended September of M$20 
. | million before extraordinaries and itse 
| accounts were heavily qualified by its 


up to the 




















or 
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omi 


nda ma 


lousas to the ec rau 
C de a 


ac 
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auditors, who stated that it was depen- 
dent on “continued financial support 


from lender financial institutions.” 


. The Ganda auditors also pointed out 


that several subsidiaries had had their 


accounts qualified, including one that 


was subject to a winding-up petition. 


from the Inland Revenue Department, 
and another that was developing land 


-still pledged to a finance company in re- 
| spect.of a M$3 million loan to a former 
"owner that had not been repaid. 


: The assets of the Ganda subsidiaries 
whose accounts have been qualified are 
valued at M$113.6 million and there is 
also a total of M$36.3 million due to 
Ganda from them. Taken together, 
these sums are equivalent to 52% of the 
total assets listed in the consolidated 
balance-sheet. | 

The position is better at Samanda, 


| where the results for the year ended 


September showed a loss before extraor- 


| dinaries of M$90,000 and a bottom line 
M profit of M$2.69 million. However, 
| Samanda is owed M$14.2 million from 
| its affiliated company Ganda and M$3.3 
| million from a former subsidiary, Sama 
| Holdings. Ganda is planning to settle 
- the overdue debt by transferring “cer- 


tain of its assets" to Samanda. 
Samanda's annual report says steps 


IE | are being taken to execute charges on 





are prepared :o sel! tbeir stock, MBf will 
have to make a special issue to 
bumiputra investors of around 40 mil- 


lion new shzres, brenging its 





\ A Bf’s earnings (or rather losses) per 
E share cai theretore be expected to 


be diluted. Nevertheless, at the sign- 


ing ceremony on 3) June, the chair- 
men of Ganda, Samaada and Duff 
seemed happy enougn with the prospect 
of becoming part of the MBf group. = 


= The same could be said of Loy, who- 
| enthused abcut the manufacturing sub- 
| sidiaries of Ganda.agd Samanda, which 


specialise in rubber bamds, packaging 


foils, adhesive tapes anc labels. These, 


he said, we-e “recession-proof.” To- 


gether with -he piaztation interests of. 
"Duff, Ganda and Emtex, Loy said they | 
would provide a diversified earnings |. 
‘| base that would be well-placed to pro- 
fit from the upturs in the economy. 
He -reacted sharply :o suggestions | 


that the fcur puoliely listed com-- 


paid-up 





Sama’s properties and adds that “cer- 
tain directors are deemed to have an in- 
terest in the former subsidiary.” It is not 
clear whether these are the same direc- 
tors who are mentioned in the report as 
also being directors of a company that 


owes Samanda M$777,000, which "has 


no fixed repayment terms." Taken to- 
gether, these debts to Samanda amount 
to 43% of its fixed assets. 

And what of Duff? This venerable 
plantation company made a loss before 
extraordinary items of. M$3.8 million 
for the year ended 31 August 1986 and a 
first-half loss of M$3.9 million for the six 
months ended 28 February. In a strange. 
move for a company grappling with the 
dramatic decline in commodity prices, 
Duff took out a term loan of M$50 mil- 
lion in 1986 and that same year spent 


| M$52.5 million on the purchase of in- 
vestments. In its half-term report, Duff 


attributed its operating loss to the ex- 


| pense in financing its investments. 
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Return to the fold? 


The IMF and World Bank hold discussions wi:h Vietnam 
By Anthony Rowley and Nayan Chanda in Washington 


hile neither the IMF or the World 

Bank is anxious to discuss the issue 

publicly, it appears that both may be 

paying more attention to Vietnam — 

and the possibility exists that new fund- 

ing for the socialist nation may be in 
store. 

On one hand, the REVIEW has learn- 
ed that the IMF has had discussions with 
Hanoi aimed at securing a resumption 
of loan repayments from Vietnam. 
Meanwhile, its sister institution in 
Washington, the World Bank, is consid- 
ering the implications of resuming lend- 
ing to Hanoi from the bank's conces- 
sional-lending arm, the International 
Development Association (IDA ). 

Both have been reticent about their 
respective discussions, however, in part 
due to the sensitivity of certain Asean 
members towards Vietnam's continu- 
ing occupation of neighbouring Cam- 

ia. 

The talks with the IMF centred on 
the need for Vietnam to resume repay- 
ments on the US$90 million or so of 
IMF credits still outstanding. Vietnam 
ceased repayments on IMF loans in 
1981 and must repay arrears before it 
can receive any new IMF loans and be- 
fore the World Bank can resume lend- 
ing. Agreement seemed near earlier this 
year, but negotiations came to what is 
hoped will be a temporary standstill. It 
is expected that they will be resumed 
following high-level changes in the 
Hanoi regime in June. 

A senior official within the World 
Bank confirmed that "Vietnam has 
been in touch with the IMF." The 
source also indicated that the bank is 
considering the possibility of. Vietnam 
again becoming an "active borrower" 
during the course of the current IDA 
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lending programme over the next three 
years. W Bank presieent Barber 
Conable told the REVIEW taat there are 
"interesting noises coming cut of Viet- 
nam now." 

The eigh:h replenishmes: of IDA — 
which is used largely to fmance basic 
infrastructure expenditures in develop- 
ing countries — is worth some US$12.4 
billion. It teok effect on July. IDA 
loans stretch over S) years,«arry no in- 
terest and enjoy a 10-year zrace period 
before principal repayment »egins. Af- 
rican countries are expected to absorb 
some 45-50% of IDA-VII. funds, and 
China and India another 35% com- 
bined. 

World Bank sources acknowledge 
that if Vietnam became ar active bor- 
rower, again this would æesult in a 
"strong demand" for IDA funds. It is 
unclear at this stage whether this might 
result in amy scaling back o allocations 
to China and/or India. Ja has been 
an active and major contributor to IDA 
funds in recent years. Thus, :: is possible 
that the bank might be abl to turn to 
Tokyo for supplemental mancing if 
needed during the current LIA, though 
these funds would not be earmarked 
specifically for Vietaam. 


he last World Bank credit to Viet- 

nam, in 1978, was a sum of US$60 
million of IDA money f» the Dau 
Tieng irrigation project or the Saigon 
River, aimed at beosting we produc- 
tion. The total cost of the project (at 
1978 exchange rates) was ~5$110 mil- 
lion and provided for the construction, 
operation and maintenance of the pro- 
ject. All bu: US$460.000 a the US$60 
million IDA contribution was disbursed 
to Vietnam. 


The Socialist Republic of Vietnam 
assumed the membership of the former 
Republic of South Vietnam in the 
World Bank in 1976, after which several 
bank missions ‘visited the country to 
gain an understanding of the Vietnam 
economy. In 1979, however, the bank 
froze its lending to Vietnam following 
the invasion of Cambodia. 

Although the US Government has 
refused to normalise its relations with 
Hanoi until Vietnamese troops with- 
draw from Cambodia, the two countries 
nevertheless have been cooperating on 
resolving “humanitarian” issues such as 
accounting for the US servicemen miss- 
ing in action (MIAs) in Vietnam. 

In late April, it was revealed that 
President Reagan had decided to send 
former head of the joint chiefs of staff, 
Gen. John Vessey, to Hanoi as special 
envoy to expedite resolution of the 
humanitarian issues (REVIEW, 30 Apr.). 
While the Vietnamese welcomed 
the idea, they initially insisted that Ves- 
sey come with a broader agenda than 
just MIAs. 

However, the REVIEW has learned 
that at end-June, Hanoi sent a letter 
agreeing to the visit to discuss only 
“humanitarian issues.” But, in a new 
twist, Vietnam now wants the presiden- 
tial emissary to discuss humanitarian is- 
sues of concern to Vietnam as well as to 
the US. Until 1978, when the US and 
Vietnam came close to normalisation, 
Hanoi had insisted on the US makin 
some contribution to heal the wounds o 
war in Vietnam: in other words, war re- 
parations. 

It would appear that Vietnam wants 
a commitment of financial help from the 
US in return for its help in finding the 
remains of MIAs. In this connection, 
soft loans by multilateral agencies like 
the World Bank might quality 

Strong public opinion in the US, and 
congressional opposition, make direct 
aid to Vietnam unlikely — even if nor- 
mal relations were to be resumed. But 
the US could quietly agree to renewed 
bank lending. 

US administration sources told the 
REVIEW that “to talk of providing 
World Bank loans to Vietnam is prema- 
ture." They also said that one of the first 
steps Vietnam needs to take would be to 
clear up its arrears to the IMF, so that it 
would be eligible for IMF loans. Hanoi, 
however, has insisted since 1986 that it 
would be able to repay its debt to the 
IMF if the US released US$200 million 
in frozen assets belonging to the former 
South Vietnam Government. 

Such unfreezing is impossible with- 
out normalisation of relations. Re- 
cently, however, Hanoi has offered two 
rew proposals. First, it could im- 
mediately repay a third of its debt to the 
IMF, if that organisation would arrange 
commercial-bank loans to enable Viet- 
nam to repay the remainder. The other 


E sal is to repay in instalments of 
S2 million. e oO 
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Australia strikes iron-ore export deals with Ch na and Rumania 


By Hamish McDonald in Sydney 


oe iron ore miners are forging 
ever more unlikely partnerships to 
help make up for falling volumes and 
prices in traditional markets. Two new 
mines in the northwestern Pilbara re- 
ion — the first in 15 years — rest on 
inese investment in one case and, in 
part, on a Rumanian barter deal in the 
other. 

More than three years of negotia- 
tions and strong political support pre- 
ceded the signing in Peking on 30 June 
of an agreement between China Metal- 
rt Corp. 
(CMIEC) and Hamersley Iron for the 
joint development of a new mine at Mt 
Channar, some 20 km from 
Hamersley’s existing mining centre and 
railhead at Paraburdoo. 

CMIEC will take 40% of the equity 
in Mt Channar, iem. it will be re- 
sponsible for A$100 million (US$71.9 
million) of the estimated A$250 million 
capital investment. It will be entitled to 
the same pon of iron ore output. 
However, CMIEC has also agreed to 
take its partner's share of output for the 
China market and has assured Ham- 
mersley that its existing exports to 
China will not be affected. 

The joint venture had been heavil 
supported by Prime Minister Bob 
Hawke who personally conducted the 
visiting then Communist Party General 
Secretary Hu Yaobang to Mt Channar 
early in 1985. Hawke broke into his 
election campaign on 30 June to an- 
nounce the contract himself, saying: “It 
was my initiative and I am entitled to 
take a lot of credit for it." 

Production at the mine will start in 
1990 and will amount to 3 million tonnes 
a year, rising to 10 million tonnes 
through the decade. 

In the other deal, Lang Hancock, the 
former cattle rancher who first discover- 
ed Pilbara's wealth, will realise his long- 
held dream of opening up the 
McCamey's Monster deposit controlled 
by his company. Development will be 
more modest than the grandiose scheme 
for a massive independent mine ser- 
viced by its own railway and seaport 
once envisaged. 

Instead, Hancock will initially sup- 
ply his Rumanian customers with a rela- 
tive trickle of ore secured from another 
company, Broken Hill Proprietary 
Co.'s (BHP's) Mount Newman, until he 
can get his own mine going. The first 
shipment of Mount Newman ore leaves 
for Rumania at the end of this month, 
with shipments from McCamey's Mons- 
ter beginning early next year. 

Both mines will be linked to existing 


AU pedo operatiors. Mt Channar ore 
will be delivered by a 20-km conveyor 
belt to Hamerslev's railway for trans- 
port to Damoier cn the coast, and will 
require few new werkers, apart from 
Chinese personnel uadergoing training. 
Hamersley executwes were mystified by 
Hawke's claim tha: i» would provide 250 
new permanent jobs 

McCamey's Monster will start as a 
750,000 tonne-a-yea- scree-mining Op- 
eration. Loose rack will be shovelled 
into trucks ar d then driven 35 km across 
the desert to he 2€ million tonne-a-year 
Mount Newman mme. From there it 
will be sent by rail through to Port Hed- 
land. 

BHP might also graft another mine, 
the Yandicoogina ceposit bought re- 





cently from the troubled CSR group, 
onto the Mount Newman complex. The 
2-5 million tonnes « year output from 
Yandicoogira couldibe transported by a 
50-km spurJine to the Newman rail- 
way, and would take up surplus capa- 
city at the Port Hecland iron ore load- 
er. 


ancock, 77, kas invested some 

A$30 m Ilion of his group's money, 
derived fron a 25% royalty from 
Hamersley which earns about ASIS mil- 
lion a year, nto an anioading gantry at 
Rumania's port of Constanza on the 
Black Sea. The recent completion of a 
canal to the River Danube has, Han- 
cock asserts, opened up a massive 
East European m:.-rket to Australia. 





His contract with Rumania is for the 
delivery of 53 million tgnnes of ore 
over 12 years starting from next 
January. 

This would earn about A$1.06 bil- 
lion at current prices. But the mais 
problem encountered when trading 
with Eastern Europe, even more than 
with China, is a shortage of hard cur- 
rency for payment. Payment for Han- 
cock's ore will, therefore, be made in 
Rumanian products, thereby reducing 
the deal's attraction for Canberra where 
officials have  half-seriously talked 
about the problems of passing on 
*20,000 left-foot gumboots" and moun- 
tains of blackberry jam. But more 
tradeable Rumanian steel and heavy en- 
gineering products, such as railway wag- 
ons, are more likely to figure in the deal. 
Some of the goods could be employed in 
the mine. Hancock's part-owned Hong- 
kong trading firm Burwill Internation- 
al will be responsible for identify- 
ing and marketing the Rumanian pro- 
ducts. 

What proportion of the receipts will 
find their way back into Australia's 
trade balance is unclear, but anything 
will be welcome. Iron ore exports fell 
about 10 million tonnes to an estimated 
72.5 million tonnes in the year to June, 
with earnings declining to about A$1.75 
billion from A $1.94 billion. A shrinking 
steel industry in Japan was the main 
problem, along with loss of Japanese 
market share to Indian ore exporters 
who have lowered prices in order to 
achieve greater volume (REVIEW, 18 
June). A slight improvement in volume 
to about 75 million tonnes is expected in 
the July-June year just started, but US 
dollar export prices have been cut 
by about 5% and the recent strength of 
the Australian dollar has worsened the 
blow. 

The CMIEC investment comes 
within a year of the China International 
Trust and Investment Corp. (Citic) pay- 
ing A$110 million for a 10% stake in a 
large aluminium smelter at Portland, 
west of Melbourne. 

In a further development, the Victo- 
rian state government, a participant in 
the Portland smelter, will join Citic as 
25% partner in a new 100,000 tonne-a- 
year aluminium rolling and extrusion 
plant at Qinhuangdao, northern China. 
The venture, called Bohai Aluminium 
Industries, will require about A$100 mil- 
lion in equity financing and A$300 mil- 
lion in borrowing. 

Victorian officials hope about A$80 
million worth of plant and equipment 
will be ordered from Australia. The 
metal will come from Portland. The 
aluminium sheet, strip, foil and drink- 
can sheet produced by the plant will be 
sold inside China and marketed in 
Northeast Asian countries. The “China 
plan," pushed strenuously by Hawke 
since early 1984, foresees joint ven- 
tures in iron and steel production as 
well. o 
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Profit before tax u p 11.7% to $2,067 million. 
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Dividend of 8.45p per share for the year -up 127 


s Investment in the business exc eeds &2,100 millior. 


———————Á———— BR €—— —— E 


. Profit before tax exceeded $2 billion 

-< (HK $24. 9 billion) for the first time; and thi 

- continuing financial success enables us to fur 

- the largest investment programme in 02 

~ ory at the rate of $2.1 billion (HK826. l billior 
last year on modernising and expanding 

our activities, pour in the UK and | 

overseas. 

E British Telecom isthe domi- 

| nant network operator ya, 

“in the UK and our busi- Wa l 

ness continues to grow. We are a 


MR EROR: 



























i MM ae —————— ERR TC 


A Financial Results 




















k | 2 
-| for year ended 31 March 1987 
| Fourth Quarter FuliYenr a 
i 1986/7 — 1985/6 19867 19086 |- 
| am &m &m uto | oA 6 O0 i di 
PO peces a S Our overseas activities are. expandin 
| Turnover . . 2,415 2,227 9,424 58,387 | | xp g 
| d lu e i ding on our revenues from international 
| Operating profit 629 561 2,349 2 sd | z pommunications traffic -Thes se a 
| Profit before taxation 555 — 497* 2,067 RE | 
Eon oec dE MM — pomme ] othe Pr r telecommunications com anies. 
a Profit attributable to | | T i ] th : k mpi , 7 
-| ordinary shareholders 341 — 267 1,257 1,0027. o ensure à at we eep S er. ea 
j I MMC UE E MERE SE: M ULM EE —À—— BESTE MuR Ee ci ie | g : 
: | Earnings per. | ! 7 004 i 
T ordinary share | |. &.6p 44p 20.9p Tip, 
E i n—-————————————————————————————Á——— 
1 Dividends per o 
_ ordinary share (net) | = 845p 5p. 
| "Before employee profit sharing in 1985/86. NNI | 
| cat The accounts from which these figures are extracted have | 
.] not yet been filed with the Registrar of C ompanies or reported by | 
-| the auditors. . | | 
l A final dividend of 5.1 pence net per share will be prepesedito | 


|. | the Annual General Meeting, making a total dividend of 8.45 penee net | c 
| for the year. It will be paid on September 28 to those investors en tue | 
. © register on August 21, 1987.. z : 
of The Annual General Meeting will take place on Septen ter 

'9, 1987 at the National Exhibition Centre, Birmingham, England. Tae | 
: Report and Accounts. will contain information about this and othersha-e- | 
holder meetings and wil be Poses to investors from July 9, 1985. i 
















ud great trading posts of Asia. Feeding 
f and into some of the world's busi- 
t shipping lanes, its people first 
ew rich on commerce in cloves and 
bber and then in microchips and 
noney. 7 

In the past three years, after the 
untry's most dismal economic per- 

































bore has begun to doubt it has "the right 
tuff" to catch up with the world's rich 
ite. It finds itself in the strange predi- 
ment of lacking the entrepreneurs it 
-eds to grow faster. 

This is curious because traders live 
oy their wits. Surely, nimble minds do 
t grow flabby so easily. Three-quar- 
rs of the population are ethnic 
lnese, whose business acumen has 
transformed commercial 
Jongkong to Bangkok and Surabaya. 



























its businesses if it is to maintain an edge 
over its neighbours. This was the most 
important point made by the govern- 
ments Economic Committee under 
_ Trade and Industry Minister Lee Hsien 
Loong last year: 





ment where more Singaporeans can 
channel their entrepreneurial spirit to 
| exploiting the opportunities of a mod- 


unfamiliar areas. We have not produced 
| sufficient entrepreneurs in new areas of 
business, who ceaselessly innovate, ex- 
periment, fail, pick themselves up and 
tart again. Only when we have such en- 








how to seize opportunities and the cour- 








Singapore become a throbbing and vi- 
brant business centre." 

The most important reason for the 
lack of good businessmen is that Lee 
uan Yew's government has inter- 
ened as heavily in the economy, as 















































al initiative. The state privatisation 
rogramme is an acknowledgment of 
It may still fail to have the desired 
because the plan to relax the 
ent's grip on the economy is 
; ‘slow atid ot SFOIRDIERCBNING 
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Singapore grew up as one of the | the political climate "emains so oppres- | 


rmance since independence, Singa- 


| a belief in government that the simplest 


tionals more than any other newly in- 


life from r 


Singapore must improve the quality of | 


“For the future, we need an environ- | 


_ern economy. This requires moving out _ 
_of traditional businesses into new and 





trepreneurs, with the technical know- 


age and confidence to take risks, can - | ! 
| standards o^ marketing, productivity, 


has in every other aspect of life in 


ingapore, and has stifled entrepreneu- | growth of local busiaesses. 


| averaged a fzeble 2 % of total commit- 


sine Ce savings naka hm massive. ial 
| But even if such are oe Jo 
s- || the REviEWSs Tozyo bureau, was 





| chiefin Singapore. 


he E onomic c Committee wants s while. | 


sive. 

There is little prospect of non-econo- 
mic liberalisa:ion as Eng as Lee senior is 
around, so businessmen and bureau- 
crats will have to try that much harder to 
create the right corditions for entre- 
preneurs to fiourish. 

The first step is to reduce Singa- 
pore's excessive dependence on foreign 
capitalists, which has bred a unique 
form of “cargo-cult” mentality. There is 


panacea for tne island's economic prob- 
lems is to serd another investment mis- 
sion to Japan. 

Singapore may well need multina- 


Ma \NUFACTURING | 


{Excauding protons) 


Source: Econom: Development Board. 
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dustdialised aation. They have brought 


technology and management no local 
company cen match. These foreign 
firms, and tae absence of import bar- 
riers, have forced Singapore business to 
upgrade at a faster pace than elsewhere 
in Asean. But they Fave also stunted the 


In a country waere gross savings 
comprised more than 40% of GDP last 
year, net investmeat commitments in 
manufacturiag by local companies con- 
tributed 0.7% of GDP. Local manufac- 
turing investment commitments have 


-Nigel Holloway, currently based in 


formerly the magazine's bureau. 





home market and/or 
| abroad after having established them- 


| manufacturing investment made 
| local businessmen to roughly 40% of the - 


| probi 





The focal cae has fallen every ‘year 


| since 1982. 


Companies grow by serving a large 
by venturing 


selves locally. Singapore faces special 


problems in this respect. Its tiny domes- 


tic market is dominated either by state | | 
firms or by foreign multinationals and 
its neighbours are either poor or heavily 
protected. Local firms can and do ex- 
pand by supplying large foreign com- 
panies, but even this avenue has not 
been fully exploited. After 20 years in 


Singapore, the local subsidiary of the 


Dutch electronics giant Philips still buys 
only 40% of its components domesti- 


Cally. 


The island republic is little more than 
a sub-contractor of the rich countries. 
The. only local company with an inter- 
national name is Singapore. Air- 
. lines. If a state enterprise can 
Ó project an image of quality and 
§ service across the world, why 
.can't the private sector? Singa- 
pore firms could gain a toehold 
Overseas by forming joint ven- 
tures with foreign enterprises, but. 
they have little to offer that 
cannot be found elsewhere, ex- 
cept perhaps in their links with 
China. 

So far, though, penetration of 
the Chinese market has been 
painfully slow. More economic 
protection is hardly the answer 
and, in any case, is rarely consi- 

" dered by the government. 

The local banks are virtually 
the only exceptions to the free- 
trade rule, but are hardly beacons 
of entrepreneurship. They have 
had to be cajoled and bullied by 
officialdom into making any fi- 

nancial innovations. 
Now, 10 years too late, Lee's govern- 


ment wants to double the proportion of 
by. 
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total, with the rest to. come from 
abroad. In recognition of the scale of 
the p officials eer ` take : 












hus Dant. acted as. a a foreign 
ment agency since its inception, 
ing to think harder about how: 
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schemes, i ei and technica have 
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y become hab 
he trading mentality of main- 
| ital emplayed t 





low as possible (while in- 

he profits in sterile — currently 
property), ‘Traditional busi- 

e relied on their reputation. 





iture will require more 
to sales and a lot more 
gy, plus the know-how to sell 
oduct abroad. Even trading will 
me more capital-hungry, particu- 
-larly in the dealing of financial instru- 
ments. 
7 _The other earn) bapa is the 


am ie patriarchal s set- -Ups, where de- 
P cisions are made PON one man, perhaps in 


“marketing. Successful - 


Corp. (OCE 


mittee, is the third son of 
Kong Chian, who amasse 


time for strategic planning. 





pany, his sor conselidates t: 
and the grandson seuandersaát. 

It does not take much time to make a 
fortune, but it taxes a w* ile to in- 








stitutionalise it. Probably: the, only 
group to havi Tonene is tha ontrolled 
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chairman cf the baak's executive com- 
late. Lee 
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. Overburdened autocrate have little | ! 
Because | i 
| such companies refuse to separate own- 
| ership from contro, they of en fall foul 
of the so-called "three-gene-ation" syn- 
drome: the founder builds up the com- 
rae business 
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master's degree in business id 
üon.  - 
They want things do 
tematically and are n 





to the public and allowing P 
managers to take over. = 
These changes are probabl 
happening © quickly enough, ~ 
they do not. occur, Singapore. 
nesses may not survive anyway 
management methods are 









































p LA spokesman of U.B.A.F., the 
Paris based French Arab Bank, 







a share capital increase of F.F. 
25 million. With this increase 
the | shareholders. . 
unds in U.B. AF. now amount 
oF, F.4 billion. | 

'ommenting on this move Dr. 
Abushadi, the Chairman of the 
- Group since its establishment, 
< said : i 
= posed by Credit Lyonnais was 
‘immediatly - acclaimed by the 
ab. and French shareholders. 
fE So ‘much so. that. the new 
shares were over “subscribed. 








-. declared the full. subscription of 


permanent 


the capital increase pro- 





added ; all are co "dent in 
the continued pros 
U.B.A.F. ; all are inte 
fostering Arab, Frerc 
European cooperation. 
This substantial capital 
would serve U.B.A.F. < 
launching plat'orm 
unified European Marks 
nineties and beyond, said Mr. 
Thiolon, Gene:al Marager of 









Credit Lyonnais, the largest 
.U.B.A.F. shareholder. . 
Mr. Aly Negm, the former Go- 





à Bank of 





vernor of the Central. 


A.F. Paris and to chair the Hc 













Co. UBAC v was s acclaim 
French shareholders 

Lyonnais, Banque Franç: 
Commerce Extérieur and B 
que Générale du Phénix. = 
The ratification of the appoint 
ment of Mr. NEGM as Chairman 
of U.B.A.F. shall take place on 
July. 28th. Dr. ABUSHADI, the 
founder of U.B.A.F., shal | conti- 
nue to sit on the Board o 
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By Nick Seaward in Kuala Lumpur 
he Kuala Lumpur Stock Exchange 
| (KLSE) has averted a confrontation 
ith its counterpart in Singapore by 
greeing to implement a common sys- 
tem of brokers’ commissions by 1 Sep- 
tember. The decision was conveyed to 
the Stock Exchange of Singapore (SES) 






















public on 4 July. After the meeting, 
E chairman, Nik Mohamed Din, 









































denied press reports of a rift be- 
ween the two exchanges over the is- 


However, the KLSE and SES did not 
each agreement on a proposed new sys- 
em for the settlement and clearing of 

ockmarket trades. Each exchange is 
now to set up a sub-committee to deter- 
ne the best formula and these are due 


mittes within a month. This time- 
able leaves open the possibility that 
a new, uniform settlement system 
will be ready before the 1 September 
deadline. | 
Despite the denials of both chair- 


Singapore- -based brokers had been 
growing since the Singapore Govern- 
ment {which regulates the SES through 
‘the Monetary Authority of Singapore 

proposed earlier this year that the SE 

should bring in a system of negotiated 
ommissions. 

A deadline of 1 July had also been 
imposed by the SES for the introduc- 
ion of a new settlement system, which 


disadvantage. 
^. Although some of the larger broking 
firms in Kuala Lumpur welcomed the 
prospect of the challenge of negotiated 
‘commissions, firms situated in less 
eavily populated centres elsewhere in 
Malaysia were very unhappy with the 
ES sroposals. 
ese. small firms feared that if 
he existing system of a fixed 1% 
commission on all trades was abolished 
hey would be unable to compete with 
he Singapore brokers, who have a 
uch higher volume of business. 
"hese fears seem to have had some 
The two exchanges have been 
parate since 1973, but nearly all the 
ompanies listed on the KLSE are still 
ted on the SES. (The only major ex- 
eptions are Malaysian Airline System 
and Malaysian International Shipping 
dg both of which were listed after 
o 














when a policy of separate deve- 
ment was implemented.) When the 


Q* 


‘Big-Four” local Singaporean banks 








i = on ground 


KLSE and SES agree on commiss 


at a joint-council meeting held in the re- 


nd SES chairman, Tan Chok Kian, : 


to report back to their respective com- - 


men, tension between Malaysia- and | 


alaysian brokers believed left them at. 


. mission of 0.5%. - 





e givenwcats o on thes SES in the wake i 


ons but not settlements 


of the Pan-Electric crisis last year, much 
of the foreign insatational purchases of 
Malaysian stock went through them — 
though, of late, mcre foreign business 
has been won by N.alaysia’s sole “cor- 
poratised” stock5r»ker, Arab-Malay- 
sian Securitizs. - 


Althougk details of the new commis- | |B 
sions scheme were rot released after the | | £ 


‘ECONOMIES 


joint-counci. meeting, it is believed that 
they are based oma Malaysian modifica- 
tion of a graduatec system, which had 
been proposed by the SES as a com- 
promise a few montis ago. 


Abandor ing the:concept of negotiat- | 


of toháinge . 


ed rates, the SES had proposed a sliding 
scale for commiss:oas, ranging from 1% 
for trades valued it below $$250,000 
(US$117,647), down to 0.25% for 
trades valued ir -xcess of S$1 mil- 
lion. 

Stockbrcking sources 


told | the 


REVIEW that this arrangement had 


rean brokers as it had with their 

sian counterparts. On transactions in- 

volving Makaysian counters, the Singa- 
yore-based broker was faced with a 
olding cost while waiting for share 


found as little favoar with the a A ai 
alay- 


| transfers to be effected in Malaysia:. at 


the minimum cormrnission rate and at 
current interest gates, this holding cost 


. would have left the »reker with an effec- | 


tive commission ef J. 12596. For Malay- 
sian brokers, the 0.25% commission 
rate would have seen wiped out entirely 
by one week’shoidmgcost. > 


Bo sides are believed now to have 
agreed in prmeipie upon a sliding- 
scale system based on a minimum com- 
] *Ethink it's fair to both 
sides," a Kaala Lumpur-based broker 
told the REVIEW. At that level, how- 
ever, Singapore ard Malaysia will still 
remain uncompetistve with the trading 
terms of other competing stockmarkets 
— a fact which has led some brokers to 





question the on of the whole exer- 


cise. 

The KLSE is now seeking to modi- 
fy the SES’ propcsed new settlement 
system. The exact nature of the SES 
settlement prapesals will remain 
unknown et least until 9 July, when 
Nik Din is schedvled to hold a press 
conference 

However, it has been reported as 


requiring sellers to deliver share cer- 
tificates seven days after the trade has 


been effected, vath payment being 
made the followiag day. Buyers will 
have to pay sever days after the trade 
and will receive their scrip the following 


day. üu 











into an “economic experiment" 
| volving financial independence. 


| up i i p 1 





Mongolia moves to reorganise - E 
economic management X 


By Alan Sanders 
i n recent months Mongolia has taken a 
number of steps to streamline key eco- 
nomic branches in an effort to improve 
efficiency and quality and boost produc- 
tion. Industrial. growth rates trailing be- 
hind targets and falling livestock pro- 
ductivity have prompted some Soviet- 
style ministry-level “restructuring” and 
the establishment of new bodies to 
supervise management. Moreover, 
dozens of enterprises have been drawn 
in- 


The Ministry of Agriculture ab- 
sorbed the once-separate Ministry of 


| Water Supply last October, and the new 


minister, Sharavyn Gun aadorj, former 
party first secretary in the major grain- 
growing Selenge province, has concur- 
rently taken over the chairmanship of 
the State Harvesting Commission. 
Gungaadorj said at the end of last 
year that there had been a 1396 decline 
in cooperatives’ livestock holdings over 
the 1981-85 period, 830,000 head having | 


been lost to disease: and neglect i in 198: 


alone.. 

Drawing. attention to. the. pr to 
build up fodder stocks, ,Gungaadorj also 
said that the herding cooperatives must 
stop iun, crop growing. asa second- 
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ome to more than half of mankind. Every day, 
r "happening here that not only shape the re- 
tu e but affect the entire world. The Asia 1987 
earbook does more than cover these events — it com- 
3 piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
., Scholar or anyone who has dealings with Asia. Decide 
-3 for yourself whether any other single medium puts the 
economic, social and political realities of Asia. at Your 
Pd fingertips as does the Asia Yearbook. 








S Now in Its 28th Edition a 
"The Asia 1987 Yearbook, now in its 28th year, is bigger 


= and more comprehensive than ever before. Matching - 
->the rapid pace of Asian development, itgoesintogreat- 

< er detail, with greater insight — a book which everyone - 

M. who needs to. know about Asia must have on the book- - 


(Shell. 


: featoves 
The Asia 1987 Yearbook ncudess two new chapteré - -— 


. ^ covering a historic year in South Asia, and analysing US * 
= involvement in Asia — but you will find familiar chapters .. 








. and features as well: a portrait of The Region, The 
^ Power Game, Population & Food, Development Banks, 
-œ Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 








ae of the year s news stories. 


AS in the past, the Asia 1987 Yearbook has an abun- 

dance of charts, tables and graphics to illustrate the 
i material, including a full military profile of each regit onal 
country. © | 


/. The main body of the book contains chapters on 31 
>- countries, ranging from Afghanistan to Japan, from 
| China to New Zealand. 


> Country-by-Country Analysis 

. Each country is discussed with up-to-date reviews of its 

+=- Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 






.. leading public officials. The Asia 1987 Yearbook gives. . | 
> you localised, first- hand information on everything from 





mare poene and p g popula at trends to foreign: aid in- 
cultural landmarks. 





Pacific, Asian & Pacific Organisations, and a round-up - : 
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ts and research staff contribute hae - 
for 28 years) to keep the Asia 1987 Ye 
f events. Te ' give eon 
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To improve overall economic coor- 
dination, the Mongolian party central 























perfecting management and the econo- 
mic mechanism.” There is also a new 





























of the country's food-programme 
































oodstuff shortages in some areas. 














nt Jambyn Batmonh told the cen- 
ral committee at the end of last year 











































B: commodity prices and | an in- 
‘crease in exports of manufactured 
goods have prompted economists to re- 
vise upward their forecast for the 
growth rate of the Malaysian economy 
.this year. The latest revision has been 
announced by an independent econo- 
-mic forecasting unit, the Malaysian In- 


cast for next year. 
_.. The forecasts are considerably more 
_ optimistic than those issued by the insti- 


in real GDP terms of -1.5 


upward revision is in line with other 

















March by Bank Negara (the central 
bank), which were for real growth of 
1.5-2% in 1987. 

According to the forecasters, their 
figures depend very much on the con- 
tinuation of “the open and supportive 
overnment policies that have been in- 
oduced to provide a sound footing for 
covery and growth." In particular, the 
recast assumes that the strong export 
erformance. will continue, coupled 
ithar duction i in the services account 



























































ou id ensure: l ‘surplus i in the cur- 
ount of the b 


















$ 40 million) this 
T, compared wath a deficit last year 
f M$1.2 billion. : 


























ate, it will be the first time that Malay- 
a's current account has been back in 

















r g ; | livestock care, and ansupervised. graz- | the 
ing | ing of the berds hed led to. AiNeStack. tra 





committee has set up a “commission for | 


‘standing commission for agriculture 
and food supply," to ensure fulfilment | 


argets and remove bottlenecks in: 
supplies which have led to temporary | 
| | working capabilities 


Party General Secretary and Presi- | Soviet-made machinery and vehicles. 


NOMIC MONITOR 
j sim pr DA 


. stitute of Economic Research, which is | 
now predicting 2.4% GDP growth at | 
constant prices. Growth of 3.9% is fore- l 


tute at its first national outlook confer- 
ence in November last year. “At that | 
time, it was predicting n aod growth | 

% for 1986, re- | 
covering slightly to 1.2% this year. The ' 


forecasts which have been appearing re- | 
cently. They have all suggested asignifi- | 
cant improvement on estimates made in. 


cutting measures 


ice of payments | 


If this forecast turns out. do be oue 


1e black since 1979, when a surplus of | 


“Foodstuffs contir ued to go to waste 
bere of izresporsibility, and short- 
comings in the prodaction and distribu- 
tion of foodstuffs, especially in the. dairy 
and confectionary: amciustries. ——— 

Two governmen committees have 


been identified recer tly to deal with dis- | 
tributia 


ation problems: »ne to control “the 





economic use and orderly consumption. 
¿Of material resources , 


and another. to 
expand technical servicing and metal- 
to help repair 





Over 100 ?nterpr ses are already en- 
gaged i in à new "ecoaomic experiment" 


[€ = E: CONOMIC 





REVIEWTABLE by Fey ; 


M32. 3 billior was acaieved. On current | 


trends, the surplus should increase to 


M$1.6 billion nextyear. 

The bullish news coes not stop there. 
The institute’s ecoromists believe the 
federal government deficit will decline 
from M$8.5 billion ias year to M$7 billion 


. this year. Mare impcrtantly, the federal | 


government's opera ing budget deficit, 
which was incurred last ' year for the first 
time since 1972, is expected to be wiped 
out. Finance Minister Daim Zainuddin 
had warned in his budget speech in Oc- 
tober last year that, ven with the cost- 
hen being intro- 
duced, the deficit was expected to per- 
sist for another three years. 

Although most.o: these cost-cutting 





measures were later revoked for politi- 


cal reasons REVIEW, 7 May), an in- 
crease in gevernment revenue from 


M$19.2 bilion last «ear to M$20.5 bil- 
-tion this year is exp=cted to produce a 
modest M$2)0 milEbon surplus. Public | this in tu 
Afvestment is still seing cut. “gharply. s. largina 





| the prime lending r 













and public ca 
of Communications. "Building, 


Service enterprises arg 






| bes the: new system this year. Final 


results under the new system are judged | 
on the basis of fulfilment of planned- - 
production tasks across the whole range 
of products ordered. 

since last year, crop-growing state 
farms and herdsmen's cooperatives 
have been qualifying for additional pay- 


ments from the state for procure- 


ments above the annual average rate 
of growth for the previous five-year plan. 
However, increased personal incen- 
tive is seen to be a key factor in increas- 
ing production. 


however, and the institute expects this 
year’s figure to: be 21.1% down on 1986 
at M$7.1 billion. 

Responding to the better busi- 
ness climate, private-sector in- 
vestment is expected to reach 
M$7.96 billion — an increase of 
10.8% over last year. This will still 
not be enough to recoup the 
17.8% drop in private investment 
in 1986 and on current trends it 
will be at least two more years be- 
fore the level of 1985 is regained. 

. Nevertheless, private consumption 
is expected to increase again this 
| year, for the first time since 1985, 
and where there is consumption, 
investment is likely to follow. | 
Taking the public sector as a 
whole, the financing deficit is ex- 
pected to drop to M$11 billion this 
. year from M$12.2 billion in 1986. 
Asa result, the country's debt ser- 
vice ratio is forecast to improve slightly 
from 17.6% in 1986 to 17.04% this year. 
However, the need to finance new pub- 
lic investment is expected to push the 
ratio up to 18.8% next year. | 
The institute sees unemployment as 
the biggest problem facing Malaysia. — 
The unemployment rate forecast for 
nr ear has been revised upward from 
o to 10%, rising to 10.6% in 1988. 
C. it seems, are still reducing 
their workforces in an effort to become 


| more competitive and the government 


has frozen all new civil service appoint- 
ments. n | 

The inflow of capital since last € Oc- 
tober is now estimated to total some 
M$5 billion, allowing the central bank 
considerable freedom 
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The new Minolta EP410Z Copier with "Quadruple 
zooming Power”; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
tc-copy procedures that cen sacrifice copy quality. 

Use OZP to enlarge A5-size graphs, charts, 
dlustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
celly as you copy with Image Shift. Use Frame Erase 
t» eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zcom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
ar even more powerful system from a wide range of 
Options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Dont let poor quality. 
second-generation 
 zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
ooming Power. Ask 
your Minolta dealer. 
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.. Since 1986 Banque Internationale à Luxembourg's representative office has 
been active in Tokyo. 
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through Luxembourg's longest-establishec and largest bank. 
-Advantages in the capital r markets. (Were among the most active managers, 
co-managers and pora inthef eld of Eurobonds - in p and all major 
currencies). — a : 
_ Advantages in asset m ni 














: | a gement. ( (The anks to our experience, our worldwide 
contacts and the strict confidentiality of Luxembourg’s banking laws). 
... And advantages in the TONEN and administr uxembourg 









ration of L 
domiciled co companies. (Ideal for corporations seel cing ab base i in the growing - 
European Market). = — — : 

.. A To discover the full range of opportunities available through BIL, contact - 
raul Schoder at the address below. 








: Banque Internationale à Luxembourg, Fukoku Seimei Building, 
.. 2-2-2, Uchisaiwai-ChoChiyoda-Ku, TOKYO 100 — 
ek (3) 5035561  Telex:2224663 Fax: (3) 50 5035565. 








. Offices in Frankfurt, Lausanne, London, New York and Singapore. 








aluation, unprecedented in 
"and depth, of China's eight- 
d economic reforms is under way 
will have an important bearing on 
thcoming 13th Party Congress in 
T. Chinese sources said acting 
General Secretary and. Premier 
yang early this year called for a 
assessment of the economic re- 
duced to date. 

















for Economic Restructur- 
d the REVIEW: "This is the 
xercise of its kind in China since 
s The commission, an authorita- 
B tive think-tank created by Zhao, is the 
mastermind behind many reform pro- 
grammes. "In 1982, there was a similar 
exercise, but the scale was much small- 
er," * said Song. "This time, we are in- 
jving everyone — central. depart- 
ademicsar and provincial gov- 












Ass e ethink comes at a time when 
T. the} pace of reform has slowed consider- 
.| ably in the face of economic and politi- 
| cal difficulties (REVIEW, 23 Apr.). No 
|: new reforms have been introduced in 


-| the past six months to match those 


_| affecting the labour, finance and price 
| systems introduced in 1985 and 1986. 
| China'sreformers are making use of this 

temporary stalemate to take' a long, 


‘hard look at existing policies to better - 


-] position themselves for future change. 
The result has been an unusually 
lively debate on economic reform — re- 
 markable in light of the current chill on 
.|.the ideological front following the 


- | downfall of party general secretary Hu - 













Yaobang in January this year. The de- 
.bate has dwelled little on specific 
olicies but has examined fundamental 
ssues, such as the pace of reform and 
he effectiveness of the newly evolved 
nixed economy. An underlying theme 
s been whether the reforms are com- 
tible with Marxism as reformers seek 
to justify the changes in socialist terms. 
Discussions of these controversial is- 
‘sues during such a politically sensitive 
-F time are only possible because of Zhao's 
| protection. At the start of the current 
| drive against bourgeois liberalism early 
this year, Zhao said it should not affect 
-| economic reforms. There were attacks on 
^| aspects of the reforms in the press but a 
counter-attack led by Zhao ensured that 
-| the debate continued. As a result, un- 
| like liberal writers and artists silenced 
by the drive, economists have been able 
to air their opinions with relative free- 
|. dom. Articles with titles such as “The 
Future of China's Economic Reform" 

















and "Assessment of the Eoi iP dE | 


igming, director of the State 


t ndertakes a major rethink of its economic reforms 


Reform,” have abounded m academic 
journals and newspapers in recent 
months. 

One Chinese journalist. described 
the reassessment as “a political neces- 
sity in the shert term and ax economic 
one in the long terme’ ' Politically, resist- 









ance from conservative leacers towards 
the reforms has been growissg since the 
slation on 


the bankruptcy of enterprises and the 
_factory-manager responsibisty system, 
_ was not well received at the «ast few ses- 
sions of the Nationa: People: 
which were chaired by the 
servative leader Peng Zhen. Critics 
have claimed the reforms are responsi- 
ble for the emergence of bourgeois 
liberalism anc attacked the easing and 
contract-respensibil ty eis for oeng 
capitalist. ` 
: Chinese olicymakers ar : also wor- 
ried about t earge deficitsin external 































Purse disini anc : adminiil DR or- 












ders with indirect guidance, govern- 
ment has foun over the 
economy slipping. So-cali d macro- 
economic levers, such as interest rates 
and taxation, which Ching’s planners 


now use more readily to inf 
tional economic bebaviour, lav 
procaine the desired effects. 

. Because of what it considers to be 
economic instability, Peking has opted 
to go slow omreform in an effort to re- 
store stability before proceeding with 
radical Changes. A Wester: :: 2 diplomat 





| Ihey call for bold acceptance of tei | 
“porary problems in return. for majo 





nów acquired a new importa 


i plete. It said aps ry an = 


| ple, can De reached 


systematic: nan 
ing with the ecor 
last October. ^L Jp to t 
[Chinese planners] were s 
me about bold new. meas 
supplanting planning 
two to three years with sophist 
monetary and fiscal control ! 
more," he said. 
- The timing of the reassessme: tisar 
propriate, said Xiao Zhuoji, econom 
professor at Peking University. 
1984, when the plan on an.a 
form was announced, few of u: 
idea of what reform mean 
“In 1985, we were busy trouble sl 
problems arising from hyper 
growth. New, we have the 
the past two to three years to 
ducting a review to | decide wha 
next. ME p o Q8 CET Age 












































































SSUES ‘aed. in ne current a 
| may be oid and familiar, but 














complexity as a result of the ex 
and reform of China's econom 
however, too early to say ho 
rent discussions will eventually aff 
government policies. With an inten: 
power struggle going on in the lead up 
che momentous. October en 
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utili Ben e ont ae 
troversial Mens being discussed 












| Having encountered ec 
ficulties, icut in urt 
reform, Chinese leaders i 
now had second thoughts ab 
pursuing such an ch 
schedule i in future. "n: 























| : Putus is a polos i tr | 
which. will take dec es to 










year 










years ago, are still tar 1 | 
their goals. 


reform to ace the peo ro* e 
perienced by East European countrie: 


long-term gains. One such advocate is 
Prof. Tong Dailin, secretary- | 
the China Society for Rese: 











believes that the goal of ah 
state-owned enterprises respo! 
their own losses and pr 
be 


















































(ment is determined to- do so. 
Many regard such a view as mney op- 
timistic. 

Most agree that the current freeze on 

reform cannot be maintained for long. 
Sun Xiaoliang, a research director at the 
Ministry of Machine-Building Industry, 
warned that stopping or slowing down 
reform will backfire. The old and the 
still-evolving new economic institu- 
tions, he wrote in Guangming Daily in 
January this year, will create confusion, 
speculation and other problems. A 
slowdown in reform will encourage old 
values and working habits to revive, ne- 
gate reform gains and dampen en- 
thusiasm for reform, he said. 
» The approach to reform. For years, 
the government has used the slogan 
“groping the stones to cross the river" to 
describe its trial-and-error approach to- 
wards reform. Because of its limited ex- 
perience and resources, Peking has 
Often introduced a reform policy even 
when  much-needed supplementary 
measures were still not in place. Bank- 
ruptcy legislation, for example, has 
been put on trial when the larger ques- 
tion of how to provide jobs to redundant 
workers remains unanswered. 

Critics say such an approach is insuf- 
. ficient now that reform has reached a 
| more advanced stage. Xiao argued that 
> the approach was suitable only for the 
early, relatively simple rural reform, 
but "today, we hg to use radar to 
cross the sea." The time had come, he 
said, to introduce a more comprehen- 
sive reform package linking price, tax, 








state-budget and banking reform more | 


closely and eling out clearly the shar- 
ing of respensibili& aad power of all 
parties concernec. 

Defende-s of the cid “stone-grop- 
ing" approech sey the call for a com- 
prehensive “eform »ackage is unrealis- 
tic as it requires hgh cegree of coordi- 
nation, which is dificult to attain in a 
big and complex coantry such as China. 
^We do not have aay existing model to 
copy. We cen oniy :eara how to reform 
through reform itse:f,” said Song. 

Analysts say th= lack of a detailed 
blueprint is a serious handicap of the re- 
formists. A short-term remedy will be to 
improve the trial-and-error methods by 
using more accura:e cata and, where 
technically possidle, draft supplemen- 
tary measures tc back up reform 
policies. 

» The mxed economy. Chinese 
economists recognme the mixed — or in 
their words, *dcu5le-tracking" — na- 
ture of the ceconom*. From 1978-86, the 
central gevermment reduced the 


number of majcr commodities distri- 
buted exclusively within the state com- 


mercial network frem 256 to 20, and its 


| share of previncial anc municipal capi- 


tal investment from 78.6% to 31.6%. 
Also, 65% of agricu:tural products, 
55% of industrial consumer products 
and 40% of industmal raw materials are 


no longer subject xo fixed state prices. 


Producers and consumers alike are daily 
faced with both the plaaned and market 
spheres of the eccncray (REVIEW, 18 
June). 

Some rezard the emergence of such a 
dual structure a. = mistake because it 








has in some cases led to chaos. For 
example, prices of protlucers' goods 
within the state plan are usually half of 


those in the free market, giving consi- 
dérable opportunities for arbitrage and 


speculation. "Some comrades say tffe 
situation now is like diverting cars origi- 
nally going in the same direction to 
move in two opposite directions," said 
Zhao Renwei of the Chinese Academy 
of Social Sciences (Cass). “A factory 
manager, for example, now has one eye 
on the market and another on the plan. 
How can he function properly?" asked 
Zhao, who is a deputy director of Cass' 
Institute of Economics. 

Others think the dual system is 
necessary as an interim measure to less- 


en the impact of change, enable new 


policies to take root and to allow time 


. for the gap to narrow in the supply and 


demand of certain products. They argue 
that steps should be taken to speed up 
the transition from a mixed to a market- 
oriented economy, or else the old and 
convenient way of direct central control 
will return. With problems arising from 
interactions within the mixed economy, 
^we are faced with the difficult choice 
everyday of either to press ahead with 
reform or to resort to the old way [of 


using administrative orders to solve 


problems]," Liu Guoguang, a vice-pre- 
sident of Cass, was quoted as saying in a 
recent article in Economic Research. 

» Market forces. In evaluating the 
merits and demerits of the dual sys- 
tem, the perennial issue of the relative 
merits of market forces versus those of a 
planned economy are once again being 









“Many comradés still identify economic 
planning with socialism, and a commod- 
ity economy [the reformists' Shorthand 
for the use of more market forces] as 
caBitalist.” 


u Jinglian, executive director of the 
State Council's Technological and 













Soc pment Research Centre, 
exp in Economic Research in 
Ma his year arguments typical of 


lo are suspicious and hostile to- 
market forces. He said the mar- 
China was still primitive (because 
slow flow of information and 
as well as the lack of genuine en- 
rs) and could not be relied 
omote economic efficiency. 
ip a Hungarian economist, Wu 
.| wrote that "such an [imperfect] type of 
| market [resembles that] of 19th century 
 Manchester-type capitalism in which 
the government interfered little and 
“small enterprises enjoyed a distinct 
competitive edge.” Wu then pointed to 
the large number of small rural enter- 
prises that had sprung up and 














“threatened the dominant position of 


big [state-owned] enterprises and must 
therefore be controlled within certain 
limits.” | 
Pro-market advocates see the mar- 
ket, despite its deficiencies, as superior 
to planning. They call for the continued 
phasing out of Soviet-style rigid plan- 
| ning and the introduction of more, so- 
called, guidance planning. The state's 
planning apparatus, it is argued, should 
limit its functions to macro-economic 


z brought to the forefront. AS Song said: | 


ones, such as "iscal ind monetary con- 


trols, and influence the market in an in- 
direct manner Market forces, 
help enterprises to decide what and 
what not to oroduce. Such. an ideal 
triangular relationship invi ving the 
state plan, mazket forces and :ndividual 
enterprises would take several decades 
to establish, s#dSong. 

The questoa underlying all the 
above issues is: what zind of retorm does 
China want? We re d ; stones to 














the objective € "ref orm 
“planned soczalist commo 
omy," a vague description o 
interpretation.. 
vócates of total ` tr | 
total free marke‘, aryone car 
planned commodity economy according 
to his own idezs.” said Peking Univer- 
sity's Zhao. 
Now that rsform is at a m 
vanced stage, : 
elaborate theories to: back up ew eco- 
nomic complex ties. Fora re gene whose 
legitimacy is based or Marxism, a policy 
which works is not enough ~~ it must 
also be Marxst. “In every step we 




















move, we have to evaluate if it is 


** 


list in nature, 





socialist or capi! ta 
Tong. 5 
During the current debate: eal 
leaders will be £siu 






ideas to justify. their actions. such a - 


context, 


because they ha 
moved far al 








in turn, 


dedicated to : p indepth 


"Except for ex:reme ad- | 


country in the re 


said | 


ad of their- original | 
theoretical base. x | 


paid subscritpion, and a . 
. new survey of Reviewsub- | 
scribers has just been com- 
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correspondents and jour- . 
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Asian affairs in the world - 
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INDUSTRY 


Lacking in appreciation 


A stronger local dollar hits Taiwanese exports 


By Car! Goldstein in Taipei 


Fo the past year, exporters’ cries of 
imminent doom have been a con- 
stant feature of Taiwan’s industrial 
landscape. The local currency’s 23% 
rise against the US dollar since Sep- 
tember 1985 has fanned widespread 
fears that the island’s light manufac- 
tures would lose out in overseas markets 
against those of rival exporting nations. 

The stakes in the currency game are 
large: for Taiwan, for its massive 
foreign trade-based economy (total 
trade in 1986 amounted to US$64 bil- 
lion) and for its trading partners and 
competitors. 

Looking at the economy's perform- 
ance in the first half of 1987, however, it 
is not immediately apparent what the 
fuss here is all about. Taiwan appears to 
have weathered the changes in its eco- 
nomic environment in style. 

After shipments in the first half ex- 
ceeded expectations — rising 39% in 
US dollar terms and 21% in local cur- 
rency terms from the same period in 
1986 — the government's statistical 
bureau had to raise its projection for 
full-year GNP growth to 9.1%. Al- 
though down from last year’s 10.8%, 
this level of growth is strong enough to 
make Taiwan the envy of any country 
other than South Korea. 

And the growth of the trade surplus 
— US$9.1 billion in the first half, up 
34% on the year — threatened to 
make impatient US congressmen and 
trade officials forget the progress 
Taiwan has made on lowering tariffs 
and opening its markets to American 
and other foreign products. Behind 
the buoyant export figures, however, 
major chagges were under way that 
presaged a time of*testing and pro- 


bably painful read; astment for Taiwan. 

By late June. the local dollar had 
reached a temporary plateau, stabilising 
at about NT$31.08 US$1, compared to 
NT$40.40:US$1 a the end of Sep- 
tember 1985. Th« currency held at 
about this level through early July. But 
further apprecia!icn seems inevitable, 
with a rate of NT=28-29:US$1 a good 
possibility in the next year. 

Already. the shift is forcing funda- 
mental changes in Taiwan's industrial 
structure. It is pusaing the island's ex- 
porters to reduce their reliance on the 
US market. It is forcing producers in the 
footwear, garmeres, sporting goods, 
giftware, electronic goods, and other in- 
dustries to look fer ways to cut costs, 
raise unit-value, arx upgrade their capi- 
tal equipment. Arx :t is making many 
businessmen think of moving produc- 
tion off-shore — nost often to Thai- 
land, Indonesia, o the Philippines, but 
also further afield. 

"This is going to force us to decide 
which industries suit our competitive 
advantage and drcp those that don’t,” 
said S. C. Tsiang, president of the state- 
funded Chung Eu. Institution for Eco- 
nomic Research. 

Economists and some government 
officials have for wears been calling for 
just such a transitien away from labour- 
intensive manufacturing, which is facing 
rising competition from other countries 
with far lower wage levels. Until re- 





Sacrificial lembs: page 74 
The Thai option: page 74 
South Korea's fear: page 76 





cently, the tens of thousands of small- 
and medium-sized enterprises that 
make up the backbone of Taiwan's light 
industrial base had resisted making dif- 
ficult changes. According to govern- 
ment statistics, 85% of all factories em- 
ploy fewer than 50 workers. 

Even now, the statistics on company 
profitability are contradictory and in 
many cases unreliable. Listed com- 

anies — which include most of the 
argest firms on the island — have for 
the most part been enjoying record pro- 
fits. Twelve leading electronic and elec- 
trical companies on the Taiwan Stock 
Exchange averaged 8675 gains in pre- 
tax profits for the first quarter, accord- 
ing to unaudited results registered with 
the exchange. Among 14 textile firms, 
the results were even more spectacular: 
average gains of 151% compared to the 
first quarter of 1986. 

The picture is bleaker for small, pri- 
vate companies, though reliable statis- 
tics are hard to come by. The footwear 
industry, which shipped 843 million 
pairs of shoes worth US$3.2 billion in 
1986, is among the most vulnerable to 
currency shifts because of the low unit- 
value of its products. Industry represen- 
tatives said most shoe manufacturers, 
mainly small outfits with an average of 
about 150 workers, had seen their al- 
ready-slim profit margins of 2-3% dis- 
appear entirely. 


xport statistics for the first five 

months showed a respectable in- 
crease of 8%, to 359 million pairs of 
shoes. This was termed misleading by 
Lee Chen-mi of the Taiwan Footwear 
Manufacturers’ Association. He said 
firms were trying to hold on to market 
share at any cost. 

The economy's strong performance 
in the first half, which has surpassed all 
expectations, is testimony to the adapt- 
ability and resilience of Taiwan's ex- 
porters and manufacturers. Each time 
the local currency strengthened, indus- 
try association representatives pro- 
claimed that one more NT dollar, or two, 
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months, the US share dropped 
45976. from 48% in the same period 
last year. Shipments to Europe, mean- 
while rose to 14% of the. total, from 
11% last year. | 
. Here, companies were helped by 
currency shifts. Even though the NT 
‘| dollar has risen against the US dollar, it 
| has st Il depreciated against other trad- 
j| ing currencies, falling about 18%. 
against the yen and 14% against the 
Deutschemark. However, the benefits 
of the NT dollar's fall against other 
currencies were limited by the fact that 
most of Taiwan's trade is transacted in 
US dollars, even to third markets. 
Perhaps the supreme symbol of the 
agility of local companies was their en- 
thusiastic embrace of currency hedging 






| to blunt the impact of the rising NT dol- 
. | lar.: With active central bank support, 


exporters turned to the currency mar- 
kets, selling US dollars forward at 
favourable rates. 
—. Throughout 1986, the US Govern- 
| ment put heavy pressure on Taiwan to 
allow its currency to move upward to re- 
duce the bilateral trade gap. In August, 
the NT dollar rose a full dollar against 


the US currency as the central bank - 
began to allow a more rapid, managed 


revaluation. : 

At the same time, the. uthorities 
took steps to prop up the fon vard mar- 
_kets that amounted to an effective sub- 
sidy for exporters. The central bank 
began buying 90% of banks’ forward 
contracts, up from 4096, thus taking 
most of the foreign-exchange risk on be- 
half of both exporters and the banks. 
The forward rate was also. kept artifi- 
lose to the spot rate, ensuring 
‘that the actual rate by the end of the 
180-day contract would have moved 
higher than the agreed-upon rate. The 











d other tool was pre-export loans. Using 


it orders as collateral, companies 

could borrow US dollars, to be repaid 
later when the US dollar had depre- 
ciated against the NT dollar. | 
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isk were abruptly closed X a 


| of May, when the central bank reversed || 


policy and sifted the burden of the ap- 


preciating currency square?y back on 


the shoulders of ‘ocal manufacturers 
and traders ( REVIEW, 18 June). 

The central bank placed a clamp on 
banks’ foreign borrowings as of 31 May 
— which they had been using to fund 


pre-export. loans and cover their for- | bons 
ward positions — and pushed the for- 


ward contract ee ee down 
to40%. oe | 
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cumstances. Upstream. preducers re- 
liant on imperted raw materials are re- 
gistering recerd profits, as US dollar- 
' denominated inputs get cheaper. Thus, 
big fibre and fabric manufacturers like 
Far Eastern Textile or Chang. Shing 


Textile are very happy indeed, while 


-downstream garment makers suffer de- 
clining orders and lower profi 
The SIT sector, es 


ot this year, electronic. d à 
19% of total = 
same period last year. 
Information-industry exi 
67% in the ds cd ii to 
lion. Just as important, the "i 
the future," asit i * 
increased its sha: 









d dustry of 













from 29% last yea 1 : 

Changes in the industrial- : 
index were azot ’ 
currency appreciation s impa 


index showed a 32 
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another story: the sector's ite 
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| steady rise has: appeared to behaving. a 


beneficial impact by encouras 
ports. In the ‘rst five months 
year, imports rose 38% 





terms, while exports increased 37%. 
© growth. 





This was the first time impor 

has ever outstripped the rise in exports. 
Taiwan's imports from the US also 

grew faster than American-bound ex- 
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Gi c with textile industry 
people in these days of the expen- 
sive NT dollar have an almost schizop- 
hrenic flavour. Upstream fibre, yarn, 
and fabric producers talk smugly of 
their excellent profit and sales pros- 
pects, while many downstream garment 
manufacturers speak with bitterness of 
the struggle for survival and their sense 
of having been sacrificed on the altar of 
international trade politics. 

“We've been made the scapegoats 
because of the past successes of our ex- 
port industries,” said a Taipei-based 
sweater manufacturer, who asked not to 
be identified. “The government is will- 
ing to sacrifice us because it thinks we're 
a sunset industry," he said. 

Export statistics bear out the conten- 
tion that the appreciation of the local 
dollar has put them in dire straits. Sweat- 
er exports through the first five months 
of the year were down 14% from last 
ycar, while orders for fourth-quarter de- 
livery have dropped 50%, according to 
Chen Fang-mei of the Taiwan Sweater 
Industry Association. 

Chen said that for the first time, 
some companies would be unable to ful- 
fil their quotas for the year. In the past, 

uotas have commanded high prices 
rom other manufacturers or middle- 
men looking to increase production. 

Overall, the garment industry also 
showed definite signs of weakness, 
though not quite so bleak as the sweater 
sector. Apparel shipments through May 
rose only 13% to US$1.4 billion. The 
NT dollar figure for the same period was 
not yet available, but would certainly 
show negative growth, given the in- 
flated values represented in US dollar 
terms. 

*For the low-end apparel people, the 
buyers have already run away,” said 
Antony C. Hu, president of Cannontex 
Industrial, a medium-sized ladies' fash- 
ion manufacturer. "The currency ap- 

reciation means that a lot of people are 
inevitably going to get hurt; we just 
hope to be among the ones that survive," 
said the Swiss-educated businessman. 

Solutions to garment manufacturers' 
difficulties are not easily found. In- 
creased investment in new equipment 
has only limited applicability, as the 
basic machine, the sewing machine, has 
changed little in recent years. Increased 
automation is often incompatible with 
the effort to upgrade the fashion level. 

Like their counterparts in the foot- 
wear and other industries, some are 
thinking of going offshore. Others are 
shifting towards production for the 
domestic market. Neither is a panacea. 

Hu's firm has had a factory in In- 
donesia, near Jakarta, for five years 
making ladies' blouses and other gar- 
ments destined for lewer-budget US de- 
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Sweater makers feel squeeze while fabric produce-s boost profits 


partment stores. Under the pressure of 
narrowing profit margins brought on by 
the NT dollar's appreciation, he said the 
company was experimenting with shift- 
ing some productien from his three fac- 
tories in a Taipei suburb, which put out 
designer-label garments under contract 
to US design houses like Liz Claiborne. 
So far, however. tae Indonesian facility 
had not been abie o guarantee the level 
of quy requirec by his US buyers, he 
said. 

Other companes thinking of shifting 
to low-wage havens have also run up 
against the problem that these countries 
may already be covered by restrictive 
quotas in the US ar European markets. 


he domestic market offers some 

hope over the song run, but there are 
doubts that Taiwan’s population — now 
more than 19 milion — can ever pro- 
vide the hitherto bottomless pit of or- 
ders many manufacturers have become 
accustomed to. 

Carnival Text3ie Industrial, a maker 
of men's suits amd apparel as well as 
yarns and fabrics, set up a network 
of retail outlets across Taiwan some 
years ago. Company president Raymond 
Yang said the strategy now was to try 
expanding domestic sales to make up 
for losses on the -xport side of the busi- 
ness. 

He said recertlv lowered tariffs on 
imported garmeats — which resulted 
from heavy US Government pressure 
last year — woule help their effort to ex- 
pand domestic sales. “Before, if we im- 
ported any quali y fashions we couldn't 
compete with thc smugglers," he said. 

Industry ama ys:is pointed out that 
the domestic market is becoming more 
hospitable towa»ds imported high fash- 
ions, but that the market for middle- and 
low-end producs made by most local 
manufacturers Bad little room for ex- 
pansion. 

Upstream  raanufacturers showed 
strong exports snd profits for the first 
part of the year Through the first five 
months, yarn and fabric exports rose 
39% over last year to US$1.3 billion. 

Among listed companies, Far East 
Textile showed a 199% rise in pre-tax 
Ee for the frst quarter, and Chung 

hing Textile a remarkable 394% rise, 
ca to Taiwan Stock eges i 
figures. In con rast, Carnival's results 
were far more down-to-earth, with a 5% 
rise in the same period. 

The upstream manufacturers have 
benefited frem falling prices of im- 
ported raw materials, while their 
domestic sales are in the appreciating 
NT dollar. Internationally, demand for 
fibres and yarns has remained ex- 
tremely strong keeping export prices 
up. — Carl Goldstein 


Looking for 
a foothold 


artin Lee, president of Lee and 

Lee Footwear and Yung Chuang 
Enterprises, is taking another look at 
Thailand — and this time he likes what 
he sees. The biggest draw is the low 
wages — about a quarter of Taiwan's 
current levels of NT$14,000 a month. 

Thailand also has two other things he 
is looking for. One is relative political 
stability. The other is a sizeable ethnic 
Chinese population. Thai law requires 
foreign investors to enter into joint ven- 
tures with Thai citizens, with the domes- 
tic partner taking 51%. It is the rare 
Chinese businessman who will entrust 
his fortunes to a non-Chinese. 

Lee said that early last year he had 
considered moving some of his produc- 
tion to Thailand, as long-term wage 
trends were already making Taiwan less 
attractive. But at that time, the minuses 
still outweighed the pluses. 

But now, Lee — whose six factories 
in Taiwan last year produced 8 million 
pairs of men’s work shoes and women’s 
DS worth US$40 million — said he 

as changed his mind and is planning to 
establish a factory there later this year. 
Already he has posted one executive to 
Bangkok to establish an office, and he 
has a local partner lined up. 

The problems the 40-year-old busi- 
nessman was facing there illustrate why 
many other companies continue to be 
hesitant about following him to Thai- 
land, despite the attractive wage levels 
and the increasingly grim prospects in 
Taiwan. Thailand lacks much of the 
infrastructure the footwear industry re- 
er so Lee will have to ship in the 
shoe uppers, soles, and other parts for 
the low-priced men’s loafers and ath- 
letic shoes he wants to make there. 


Although the Taiwan Govern- 
ment is now seeking to encour- 
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b ph aero stan lar is were | 
manded — most of these. projects will 


channels to avoid red tape. — — 
^. Another attractive 
offshore production is China. Some 
Taiwan plants have begun shipping. their 


ticularly around Canton, along with the 
'cessary raw materials, to take advan- 
age of wages that might typically run 
ibout Rmb 150 (US$40.43) a month. 

“With these rates, the economics are 
Ty attractive, even considering the 








Chinese factories," 


priced running shoes to factories in the 
anton area, several cf which are run as 
int ventures with Taiwan interests. 

Although some economists are call- 
g Taiwan's footwear sector a "sunset 


es are not yet prepared to fade away 
th the sun — or move offshore. 


the emphasis i is on raising u unit value. 





aiwan is the largest source of US shoe 
imports, shipping 510 million pairs 
last . year worth US$2.2 billion.. But 
 Taiwan-made shoes have a lower aver- 
„age unit value than those from any of 


member firms to upgrade quality and in- 
. crease value-added, but from 1981 until 


for export rose a bare 696 to US$3.83. 
Under the pressure of the rising NT 
dollar, however, there are signs that 
| manufacturers are beginning to take the 
-message more to heart. In the first five 
months of 1987, the average unit price 
. rose to US$4.04, up 17% from last year.. 


duce more leather shoes, which cur- 
. production in Taiwan's factories. The 


.backward, however, 
leather must be imported from Italy, 
Japan and the US. Another approach is 
to concentrate on more sophisticated run- 
ning and aerobics shoes, for example. 

| Another indication that the industry 
aware business-as-usual will not do 


lanufacturers Association 
voluntary” export-restraint 
nder the plan, which is 
er firms, each 





| t trate ori raising 
ake "bul 
sure from the US 
protectionist legi 










location for fe 


old equipment to plants in China, par-. 


wer productivity you have to settle for- 
said a US busi- - 
ssman. He said his company had. 
ifted much of its buying of the lowest- 


l for revaluation 
| nance Miristry. 
ustry," most of the island's 1,300 fac- | 


For the majority who want to stay, | 


-the other major supplying nations, in- 
-cluding South Korea. Footwear associa- 
tion officials have for years urged. 


-1986 the average price of a pair of shoes | 


One way to raise unit value is to pro- 
ntly only account for about 15% of 


domestic tanning industry is relatively- 
so high-quality 


me on 1 July when the Taiwan Foot- |. been very diffi 


y help blunt pres- 
e year r industry: for 







which has taken it up by 6% so far 


this year, preoccapies South Korean: 
businessmen, but so 


far it has not had 
ct. Most businesses are 







prepared to: handle a 10-12% apprecia- 
tion this year, but hey fear a similar re- 


valuation next yezr would have serious 


consequences. “Tus year it will not be. 


that big a problem." says Song W. Kim, 
international finance director for the 
Lucky-Go'dstar g-oup. “I’m more con- 
cerned with the trend and the speed [of 
revaluaiony” thar of the immediate ef- 
fect. : 

The government says it has no target 











p 
one tool ia the socernment's attempt to 


- keep the current-sccount surplus under 
| control. Revalaacion will be brisker if | j 
|, When the^won did in fact start ap- 


import liberalisa :on and tariff reduc- 
tions are ineffectwe-. 

However, mcst companies seem to 
believe the marxet-opening measures 
will not be enoug: as they are tightening 


their belts in arti zen ofthe revalua- 
y are cutting prices |. 


tion contmuing. T 
paid to domesic suppliers, raising 
dollar prices for goods sold abroad, 
squeezing out productivity gains, shav- 
ing profit margine and, to the degree it is 
possible, hedging their currency risks. 


Hyundai Motor ^o raised export prices | 


and asked suppers to swallow a 3% 
price cut earlier. his year: | 


South Korean companies. are more 
vulnerable to revaluation than rivals. 
elsewhere because they carry higher. 


levels of debt an? work on thinner profit 


margins. The fist price increases had | 
less to co with the rising. value of the 


won, some corapanies say, than with 
their widening price ‘advantage over 
these competitcrs. Textile firms are also 
lifting their pres because they have 


found they are able to sell their entire 


quotas even at Iigher prices. 
South Korzan companies. have 
primarily reliec om price to win sales — 


rather tian tecanolo ra or design ad- . 


vantages that would build consumer 


| loyalty. “Our weapon has always been 


price, so as the won appreciates it has 
ficult to adjust,” says Lee 
Soon Hak, chief financial officer of the 
Samsurg Greu-. 

The won revaluation highlights the 





| fact that South Korea is no longer a low- 
-wage country amd makes the task of 


creating higher value-added products 
more urgent. some firms, particularly 
in textiles, have moved production to 
lower wage locales in the Caribbean and 


Southeast Asiz. 


Revaluat:o3 should also force corpo- 


den - rati ions to imp-ove productivity ai andi use 


canted out that itis only. - 
miatened: a omers on an indi idual 
basis. Samsung sold about US$ ! 





components. 


probably be arranged through private - dn South Korea t is the fear of revaluation which hurts 


i By! Mark Clifford ir Seoul | 
“he creeping revaluation of the won, 


a more efficiently. South Ko- | 
rean labour has historically been chea 
and skilled, but not especially produc- |. 
tive. “Our strategy is to help local. 

suppliers cut costs and raise quality,” 
says Yong Daw Ahn, deputy general 


manager of Daewoo C orp. Some major 
business groups are also financing cost- 


cutting measures for unaffiliated 


| domestic suppliers. 


Samsung executives predicted in 
April 1986 that the won would re- 


verse its slide against the dollar. From | 
June 1986 the company sold onto the 
| forward market receivables for which it 
|: would be paid in dollars. 

^n official of the Fi- |. 


Mn. is iot a formal dollar forward 
market ` n South. Korea, but, banks 











lion of receivables during June an July. 


preciating in August the market shrivel- 
led, though some limited trading still oc 
curs. | 

. The lack of effective currency hedges d 


| Iratin some executives. “There are 


technical problems with this market,” 
says Goldstar's Kim. *We hope the won 
forward market will be developed by 
ie authorities so we can ) hedge our 
risks.’ | 


here are benefits to the stronger 
' won, due to South Korea's heavy re- 


Jane om: imported components and 


more than US$40 billion. in foreign - 


debt. The high import content of many. 
electronic goods, for example, cushions 
| the impact. of the revaluation. A 1096 


annually effectively means 
a negative interest rate. "Considering 
the appreciation of the won, I don't care 
[much] about the interest rate," said a 
finance official at Hyundai Motor Co. 
He is more concerned with the diffi- 
culty of borrowing dollars due to gov- 
ernment festrictions on offshore bor- 
rowing: | : 

The government is susing the revalua- 
tion to aid its fight against inflation. 
Chamil Sugar, which imports most of its 
raw material, has been forced to cut its 
prices to reflect lower costs. Any in- 


revaluati 





-crease in petroleum prices due to high- 


er Opec yardsticks will also be damp- 
ened. 

South Korea may also attract invest- 
ments from countries that have been 
even more severely affected by revalua- 
tion. A Taiwan car components manu- 
facturer, for example, is considering the 
possibility of moving to South Korea, 
while Japanese buyers have turned to 
South Korean companies for an in- | 
creased volume of raw material and | 







































track record is anything to go by, 
‘ll be hearing more about 
in the near future. 

One more thing. No mat- 












































- Driven by the power of a wing 
6MHz 80386 microproces- But that’s not where 
sor, the ACER 1100 is by far, — it ends. Power hungry 
Ye fastest 80386 system will find the 1100's g 
und — at 10% faster than storage and lightning. 
» fastest machine, to date. ing speed indispensa 
-At the price of a standard AT spreadsheet and f: 
Transpose this to your par- applications, CAD; C 
ticular business requirement. CAE, software devel 
See how tasks — like inventory, ment — even artificial i in- 
payroll — are over faster than _telligence applications. 
you can say IBM. Not to mention 
Here today, here tomorrow network server needs. 
-. And that’s just the begin- For calculation- 
ning. The ACER 1100 expands intensive applications, 
the limits of today's compu- success is certainly in 
ting - runs US$6 
> billion worth of ex- 
isting software, up 
to 300% faster than 
standard AT's. Plus, 
the ACER 1100 is an | 
investment in the ME TOU nes a ed er development 
future - this is one "e! CDM s — Was enablec us to 
machine that will run tomor- — build better, more affordable 
row’s advanced 32-bit soft- machines. Like our ACE 
















S - d 
meet. the Maltitech team of PC's. 


ter where you are, we gua- 
rantee after-sales service 
through our worldwide distri- 
bution network. Invest in the 
ACER 1100. At the price of 
a 286, it's a small ante that'll 
vay off in big bucks. 
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ware, up to 1000% faster than 1100 — already it is setting 

the AT's of today. the 32-bit standard for cthers 
With 32-bit architecture, to follow. 

unique interleaved memory Proud as we are of our 


and a massive expansion abili- achievements, we do 
ty, the ACER 1100 speeds you not intend to rest on 
= into the realms of tomorrow. our laurels. And, if our 








Technical Specifications 
ACER 11008 CPU 80386, 4.77/6/8/10/12/16 MHz switchable. Socket for 
80387 math coprocessor, 8 slots for 32-bit, 16-bit AT compatible, 8-bit PC 
compatible, RAM IMB, system maximum 16MB. FDD, 1.2448. Microsoft® 
MS-DOS® 3.2., GW-BASIC® 3.2. 

ACER 1100E As TIOGB plus TWDD, 40MB, 28ms. 


Mic road AS-DOS e a re gistered trademark of hicrosoft Corporation {HM 
PEAT are registered trademarks, of Intermational freness Machines Corporation 





Distributors {S.E Asia) 


y M Itit h Singapore Advanced Computer Pte. Lid Tel. 2032837. Fax, 2960236. Ti: 16211 ASEPE Philippines First 
^ MUTE ec Data Corp. Tel. 24159513. Th: 64307 FDC OR fapariTakahira & 70. did. Tel 1-598637. Fax: 34230668 
Süicon Valley + Dusseldorf * Tokyo * Taipei UY 34362 TAKAHIRA Bangladesh Unidev Ltd Te: 2234861. lx 540479 T Thailand Sahaviriva 


Marketed in the LS by ACER Technologies Corp infortech Computer Co., Ltd. Tel 22360295 Fax 29366954. The 87112 SIC Indteresia: PT Kahar Duta 
Šarana. Tel: 584959. Thy 44683 DUTA TA 
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WWE Kojo Tanaka/BCL 


p . Lhe 

! Giant Panda 

needs your help 
to survive 

SS a 


Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
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Representative Office Representative OF ice depends for its survival on huge amounts of 
vor UE bamboo. 

UOB Building Yurakucho Denki Ec ding | But that's just one of the problems facing the 
1, Bonham Street # 29-02 South (9" floor) | Panda. 

Singapore 0104 i 1-7-1, Yurakuzho CFiyoda-ku | To ensure that it has a future it is vital to 

| preserve the complex ecosystem in which it 

Phone 532 2525 Tokyo 100, Japan | lives, to carry out research into its dietary needs 

Phone (03) 2£7 -1745/9 and investigate possible alternatives, to discover 


the reasons for its low reproduction rate, to 

study the problem of internal parasites —- all these 

zi | factors and many more which threaten its 

LONDON SAO PAULO survival 


Recognition of the urgent need to solve these 


Branch Representative Ofi | and other popu sas janie ee ae E» 
De “fe: . | historic partnership between WWE and the 
48 — 54 Moorgate Edificio Asahi People’s Republic of China. 
London EC2R 6EL Avenida Paulsta | WWE has agreed to contribute US 
s — gh | $1,000,000 towards a total of about US 
Phone (01) 628-7777 1274-8 flocr $3,000,000 needed by the Chinese Govern- 
CEP-01310 Sà» Parle | ment to mount a major Panda Conservation 
Phone (11) 288-72? ^ Programme. This includes construction of a 


research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu jinchu. 

The Giant Panda is an endangered animai. 
It is also the symbol of WWE's worldwide 
conservation efforts to save life on earth. 

But WWE needs money - your money. 





Please send contributions to the WW E 
National Organisation in your country or direct to: 


SW ISS VO LKS B AN K WWF International, 1196 Gland, 
| iw | f Switzerland. 


Head Office: 5, Weltpoststrasse, CH-3015 Ee ne 


WORLD WILDLIFE FUND 
Establ ished in 1869 WWF acknowledges the donation of this space by... 
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You.Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 

CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment . . . waa 5 S 

»maii investment SINGAPORE RIVER TODA 
Handsome Dividends RIGER TOD 
Start benefiting immediately from the 


. - 
information-packed CHINA TRADE ll +| d th 
REPORT by subscribing now. A small eee Stl OWS aroun = 
investment today may pay handsome 


idend later in saved mo, energy an Hotel New Otani si s19 


OO AU EE FE End. S Stamford Rafles, the founder of Singapore, landed 
| P ost this coupon today! at the mouth of the Singapore River. Today, quaint, 
On fien: iU oid buildings and a bit of the old way of life still 
| oF 160, surround the Totel New Otani. 
EL our dw ous Ven adu Being in the midst of the past is only one of the 
| (12 issues) for the CHINA TRADE REPORT. great advantages of staying with us. Of course, you'll 
also find all the facilities 
you've come to expect from 





| enclose a cheque/money order of 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 








(tick one): t f 
| American Express O Diners Club O : a New Otani hotel. 
MasterCard O Visa O E 
| (Please print in block letters) = 
| Card No: 
Exp. D $ — a SCX g 
xp. ate: d Spey New | A, 
| Signature: O -——— PPS 
Name: = HOTEL NEW OTANI SINGAPORE 
| 5 177A River "alley Road-Singapore 0617. Tel: 3383333. Fax: 3392854, TIx: RS 20299 SINOTA. 
Address: c 
| For reservation and informsatmen, pleave uet Thee New Otani International Sales Office En the United States (80021-8795. Toll-Free 
California (0890)232-0197. Tol Free. Hawes (508 7923-1555, United Kingdom (01)? 31-4231, Tia: 8950113. Japan (03)221- 2016, Tix: 24719 
| Hong Kong © 298913, Th HX 86025 
Hotel New Quan Regione’ Saws Of fice osa Lumpur 55011097 SS00110, Tix: MA 38647. Jakarta (21)3 31-507 (Ext. 200), The: 42628 NPI JKT 
Keservatiomeare siso avimable through EX Leterrational, Ini Airlines and Travel Agents throughout the world 


| Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. E] 









































































© Given the advanced tech- 
nology and high quality of its 
products, the electro-medical 
"industry is one of West Ger- 
-many's showcase sectors. It 
-originated almost a hundred 
years ago with the discovery 
of cathode rays by Wilhelm 
"Conrad Röntgen in 1895—a 
` breakthrough which ushered 
.in a new era in the history 
. of medicine. 

. The electro-medical in- 
dustry's healthy state today is 
due to the advances generated 
by the massive impetus that 
the sector received in the early 
: 60s, when novel electronic 
imaging systems began to 
` augment conventional X-ray 
technology. In addition to 
their diagnostic functions, 
electro-medical devices were 
now used in therapeutic appli- 
cations—e.g. as patient moni- 
tors or in nuclear medicine. 
The advent of this new gen- 
eration of equipment marked 
the incorporation of micro- 
electronics and data pro- 
cessing into electro-medicine. 
In the meantime, it is hard to 
think of a single piece of elec- 
tro-medical apparatus that 
does not contain at least one 
. computer. 


Export-fuelled growth 


West Germany's electro- 
medical and radiological in- 
. dustry encompasses over 100 
firms, primarily small and 
medium-sized businesses, 
employing just under 26,000 
people. In 1986, it had sales of 
DM4.8bn-some 1096 higher 
than in the previous year and 
over twice the 1976 level. For 
many years, exports have 


o mein maea Cainer enana d 


been the industry's crivinz 
force, and have treblec since 
1976. With deliveries zbroad 
topping DM3bn last year, the 
sector's export ratio stood a 
63 95. 

Virtually a third of all ex- 
ports go to West Gerraany's 
EC partners, and such deliv- 
eries were up by almost 3095 
in 1986. However, while th: 





industry's customers ar? to be 
found throughout the vorlc. 
the U.S. is by far the arges: 
buyer of German electre-mec- 
ical products, accounting fo- 
more than 25 % of sector ex. 
ports last year. Worlcwide: 
West German manufacturer- 
currently hold a 2596 marke: 
share—with the regional fig: 
ures ranging from more thar 
40% in Western Eurcpe te 
20% in the U.S., and 1996 1x 
Japan. 

The industry owes it- 
strong international positior 
to its solid financial commit 
ment to R & D. For some time 
now, it has been investing 
roughly 896 of its sales an 
nually for such purposes, a: 
compared with current aver 
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German electro-medical technology: 


strong world market position 


age R&D spending levels of 
areund 3% in West German 
manufacturing as a whole. 
The electro-medical sector 
thus emerges as a high-tech 
industry with great innovative 
potential. 

Last year, its domestic 
business slipped by 2.4%. In 
view of efforts to cut costs in 
the health care system, hospi- 


tals and medical authorities 
were reluctant to place fresh 
orders. At the same time, 
competition in the German 
nazrket—to which foreign sup- 
piers have easy access—has 
intensified. With a sales vol- 
ume of DMI.3bn, non-Ger- 
man suppliers of electro-med- 
ical devices covered just 
over 40% of domestic de- 
mand. 

After the upward surge of 
the past few years, the sector 
has now entered a quieter 


COMMERZBANK. 





phase—owing, above all, to 


the dollar's dramatic loss in® 
value against the D-mark. As 

the present, rather modest re- 

vival of demand in the Ger- 

man market will hardly offset 

sagging exports, 1986 sales 

and capacity utilization levels 

will not be maintained. 

Undoubtedly, adjusting to 
the changed situation on the 
export front is a bitter pill for 
the sector to swallow, accus- 
tomed as it has been to com- 
fortable growth rates. More- 
over, the dollar's weakness is 
not a temporary problem. But 
whereas firms initially tried to 
defend market positions by 
making price concessions, 
and thus squeezing earnings, 
they are now looking for other 
solutions. The focus is on 
cost-cutting. By using more 
imported components and 
accessories, companies are 
attempting to benefit from 
the advantages of a firmer. 
D-mark-underlining how 
much more experienced Ger- 
man manufacturers are than 
their Japanese counterparts in 
coming to grips with an ap- 
preciating currency. 

Of course, such adjust- 
ments take time. However, 
the German electro-medical 
industry seems set to re- 
bound, for exchange-rate-in- 
duced dents in competitive- 
ness should not be equated 
with technological short- 
comings. The quality stan- 
dards of its products—includ- 
ing service and spare-parts 
supply—secure for the indus- 
try an undisputed place 
among the world leaders. 
Moreover, the demand for 
modern medical technology 
is great and technological 
excellence will always be a 
key criterion. 





German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, PO. Box 100305, D-6000 Frankfurt/Main 1. 
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e AMID blackensd o 
ed hubris and uttei 
sensibilities of Hong 
elite, | 


2 unrestrain- 













China Entertainme mass Es again f grip- 


ud corporate: shar 2 s atten- 
+ Months after their acquisition, 


| through China Entertainment, of a 
.|] stakein Hongkong and Shanghai Hotels 
^| (HSH) large enough. to represent 
_| enormous nuisance value to the 
.| Kadoorie family (who have controlled 
.| the group and its flagship Peninsula 
.| Hotel from a minority equity position 
.| for years), the combatants have re- 
¿i treated to their respective corners. 
|| Asis his wont, Joseph Lau, the fami- 
.] ly's driving force, has maintained a con- 
| frontational posture throughout (to the 
point of fisticuffs with brother Thomas). 
| A spell before the Committee on Take- 
- overs and Mergers, call- 
| edtoconsider claims that 
| the Laus were acting in 
concert with Lai Sun 
|. Garments, in contraven- 
|] tion of the Takeover 

"Code, took on the di- 

mensions of a show trial. 

"The result was inconclu- 

< sive, as. the committee 

“was unable to find evi- 

| dence of concerted ac- 
j tion, though China En- 
| tertainment and Lai Sun 

.bought substantial hold- 

Angs in HSH on the same 

day, from the same seller, 

[.at the same price, and 

. voted together in a bid to 
{oust Michael Kadoorie 
| from the HSH chair. 

- ^. Such details have now been con- 
igned to history. The more irritating 
ssue for those willing the brothers, par- 
nus both, to fall on their faces, is the 
reenmail bonanza implicit in the price 
t which China Entertainment, or its 
take in HSH, was to change hands be- 
ore. discussions fell apart. At a price of 
HK$2.20 (28 US cents) a share for 
Mertainment, the underlying HSH 
‘| shares are valued at around HK $66, 
| which would provide a reasonable exit 
¿| from an average investment of around 
4: HK$60 a share. 
. Diverted by the red herring of a de- 
| mand for an extraordinary general 
|| meeting, it is perhaps understandable 
4: that. some observers believe stale- 

mate has arrived, and that nothing will 

change ` until the meeting. The real- 
ity is somewhat different. Signals emit- 
ted towards the Kadoorie camp now 































ang a 25% stake in HSH ane little else, 
| attracted intense interest 





| Peninsula lounge: a 
dealers’ choice. . 7 > 


more than 50% of the company’s share 
register, and a dea at the right price 
should be struck or the interational jet 
set may begin to wonder wry Michael 
no longer “owns” the Peninsila. 

€ A SIDESHOW te the mas: action to- 





| wards the ead of the firs: round of 
negotiations between the Laus and 


Kadoories was providec on the 
stockmarket. where some fascinating 


trading statistics emerged curing the 


three days before trading m Evergo 
stable shares was suspended 
c China Entertainment, - 
layer in the saga, with ass 


à central 
 compris- 













and 26 June. After record g wadine 
volumes of 771.000 and 612,00 shares 
respectively on the two presious days, 






activity exploded on24 June;swhen 13.7. 


million shares. traded 
HK$1.36), rising to 33.1 më 
the next = eclosing at HK$. 
Eo 3.9 million. 








a y's capital 
s< In the 

s this fig- 
l9. 3976. OF 



















an average | 
HK$:.69. H: 
ed HK$2.2¢ 
come off, 
tve eapital 
fortunate 

















HK$ 3742m 
In the 
shares were *e 

suggesting the -re-suspen- 


——— —— 


HKS1.64, 


















sion prescience was misplaced. Still, for 
an eagle-eyed regulator, the changes to 
the share register that occur d from 24- 
26 July should make fascirsting read- 
ang. | E : 

€ IT is, of course, not on in Hong- 
kong that some people havezin uncanny 
ability to anticipate imperzing deals, 





and to bene'it trom early m 
the market asa resuit. f 
Dairy Farm Įnternations?”s success- 
ful tender cffer for 21.5% of Kwik- 
Save, the British supermark 2 chain, isa 
case in point. Languishing ek 
(US$4.84) weeks before Dass 
nounced the terms of its c£ 
Save began a run that took £x 
412 p on the "uds pcne t 
announcement. 7 
PEE an 


















uggest the HSH opposition amounts to | excepti 






| rectors were e able to see 


| Farm' s HK$1.5 billion balance-st ee 


any definition, Schroders 


rchases in | 








buying at 300 p or thereabout: 
irg on for the 450 p offer. I 

0: a planned tender offer only or 
involved in the transaction ahead 
announcement, so any leakage c 
have come from Dairy Farm or its ad 











































irg and Osea who stand 
security, to put the best 
struction onite. = | ^ € 
Intelligence. enjoyed by the 
Farm camp on Kwik-Save i 
to have been extraordinary, 
of the credit for this goes to 
voted retailer, who has be 
the supermarket chain for five 
possesses aa unrivalled no 
















Above all, though Dai 
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ports that the group’s cont olli 
holders intend taking it r 
Southlands at about US: 5 bil 











450 pa share would be ‘shoe 
lion, is seen as too large a bite for Da 






absorb, hence the partial offer. — 
€ SOME years ago, when HK$200 
lion was a good day's turnover on 
onde stockmarket, a London in 
vestment house sought to set uj 
the territory, aiming first. a ü à 
lowed halls of the Hongkong Stc 
caange. 2 
Rebuffed, ^oi 
blackballed, by the 
kong's stock exchanges 


























from membership. Determined, th 

shaken by the rejection froin the } 
ercle, Schroders applied successfully 
the Far East Stock Exchange. — 

It has taken time, but Schroders ha 
now got one back on one of Hongkong’ 
most established players. In a lightning 
raid it has taken Richard Witts, former 
Hongkong Stock Exchange general 
manager and a director of Jardine Flem- 
ing’s securities trading arm at the time 
Schroders found the door of. the ol 
Hongkong exchange closed to it. Witt 
has been appointed managing. direc 
tor of Schroders Securiti | | 





















By. John Mulcahy in Hongkong - 


forces on the Hang Seng Index as 
witching hour" approaches at the end 
of each month, may well be a thing of 
ie past. An amendment to the rules 
overning Hang Seng Index futures 
rading on the Hongkong Futures Ex- 
hange (HKFE) has been drafted and is 


fthe July contract. —— 

Under the proposed arrangement, the 
ntract value will be determined ac- 
cording to an average of the index taken 











f the month. This process will recognise 
ne practice by hedgers of unwinding 








ys Kim Chai ^, chairman of the HKE 





ponents dog inh luct uated 









Shangl A 










favourites. amon | 





: ‘Sino 






Hongkong authorities act to curb index manipulators 


"he. whiplash effect of. conflicting 


‘pected to be approved before expiry 
t five-minute intervals throughout the | 
xpiry date, which is the penultimate day 2 


ositions over the full trading day, 


hs, prices of key Hang | 


shares particular 
‘Speculators SEEK | 





. (Incorporated in Hong Kong 


Lyonnaise des Eaux 
(France) ` 


mg to maaipulate the closing index. 
The Commodites Commission has 


: already approved ‘he new rule in con- 
cept, and oace the wording of the draft | 
has been agreed between the Futures | 
Exchange end the Office of the Com- 
| modities Cemmiss:oner, it will be sent | 
to member: of the commission for their | 
approval. Deputy Commodities Com- 
| Murphy says a full. 

meeting wil be unaecessary, and if the 
draft is submitted «oon the rule should | 





missioner Derek : 


bei in place by the ead of July. 
 Unstated in thi official interpreta- 





tion of the reasonng behind the need E 
for a change is the volatility experienced | t 
on the stockmarketin the closing period 


of the expi-y date. as speculators and 
hedgers shcrt or lea 
for influence over the final figure. This 





characteristic has also prompted a 
| | change in the expiry process in the US, - 
E though the choser solution there has | 

Bank. dnd | been to switch the expiry point to the 


index openng on :he day after tradi- | will. 


tional expirv. 











Shareholders. of which are 





Dr. Stanley Ho 


| | The monet’ acted as financial advisor’ to ! 
French Energy Shc a Company Limited in the above dran 





| INDOSUEZ ASIA LIMITED. 





g the index, vying | 


Ine H as one prae 
| fore. the dide EE con 









| Sai to P € susceptible t o. 
| manip ener: Mc 
Research conductes 


























sa the Hang Seng expi 
As Cham says, the difference 
| the closing index and the ff 
average over a 12-month sam eri 
. was only 13 points. The widest dis arity 
was 30 points and the narrowest - 
points, against an index of m han. | 
3,000. T his negligible fluctuation ould T 























; son pesa apparent ¢ on HK ie | 
| trading day of the contract, and may dis- 
“courage some of the bigger TO 
More important for the market as- 

| whole, poner E is the 1 



















This announcememt appear as a matter of record only 


; -Acquisition of: up to 38 ver cent. of the issued share capital mn 





— Companhia de Electricié ade de M acau, S. AJ R. a 
ty | 
| Sino-Rrench Energy Develo pment Comais Limited 


mder the Companies Ordinance) 


Chow Tai Fook Enterprises] Limited | 


Suez Asia Development Capital B.V. 





















a By Nick Seaward in Kuala Lumpur 
Nen a year after the first of 24 


deposit-taking cooperatives (DTC) | 


(| was. sus] ended, the Malaysian Govern- 

2i as announced its approval of a 
age for the 13 DTCs whose 
main frozen. In a statement is- 
the governor of the central 
ink Negara (BN), on 6 July, 
lepositors have been promised "a full 
er a reasonable period of time 












ipaq will not be less than 


litical ee the re 
inese- Association (MCA), has been 


| does not meet its : Ce anne for a full re- 











i DTC crisis are ethnic Chinese. 

|. The BN rescue package covers only 
13 DTCs, which have asset backing 

| ranging from 10-69.M cents (4-27 US 

nts) for each dollar of deposit. The 








| suspended the 24 DTCs. 
. acidum M: s: 


m of cash and equity." The 
it: pledged that the cash por- 


weeks ago the president of 
fourth- genos -zoómmercial b 


avourable, though the rescue package. 


i the 588. 000 d deposition, affected by of. | 
ris KSM reminder MCA cc 


| other 11 have asset backing averaging | t 
j 95.M cents for each dollar and have al- | 
“ready been taken over by banks or fi- | 





nance comparies assigned t- them by 
BN. These 11 Save agreed to«:ake cash 
refunds in fuE withir: period of one to 
five years. The remaming 13 zold depo- 











“Sits totalling » $1.26 million or nearly 


85% of the 





| outstanding when BN 





Included among these isi 
ysia (KSM), 
ded DTCs wi 




















assets consis? < 
in the pub! 
Multi-Purpo 







Toldings (MI 










has treated kK 


other 12 "il 
ing that the : 


e nation gto 










jrmi:ted. by | 
ond the re 











exchange some time in the fut 
. allow depositors to sell off their share 


‘cence, however, and some deposito 


aser will only have to stump up ? 
million over the next three years. 


4. MPH which alone are worth M$253 
- worth at least an additional M$220 mi 


lion.Going on BN's 62 M cents figur 
therefore, 


about 92 M cents per MPH share, com 
| M$1.14. 





ep + company. 
statement implied that the financial in- 
stitution and public compan ; have al 
ready been chosen, though. it gave ne 
clue as to their identities. : 
Nor did the governor specif 
version of the scheme would 
KSM and which to the other 1: 
in the local press have suggested 
finance company will be acquired by t 
12 and will then be floated on the sto 


















This would require the: DTCs to pay 
premium for the finance company's: 









are backing the plan of à 2 
tional Front component party, 

Gerakan, fcr the creation of an "ape: 
cope tative: bank out tof the 12 DT Cs 












asset Backing of 62 M cents in she dollas 
which indicates that the appreciation 
the value of the MPH shar 
last audit has at last been takeni 
count. It also indicates that 1i 
have increased by about M$30 mi 
This suggests that whoever : 
over KSM will be on to a good deal. , 
suming a 50% cash refund, th pu | 











































return, will gain. control of sha 


million at current prices. According 
the August 1986 audit, other asset 








the revised balance-she 
probably shows a net deficiency in KS! 
of about M$205 million, which implies 
total cost to any purchaser of KSM of 


pared to the current market. pric 





RATES 











Twoi int ne 1 rontline 


BOMBAY: Blue chips rose sharply fol- 
lowing institutional buying and support 
rom small investors throughout the F 
period. The BSE Index galloped to | 
469.95 before closing the period at | ss M 
463.96. Fertiliser and Fera Co. made | 
ignificant gains. Bajaj Auto moved 
rom. Rs 4,175 (US$321) to Rs 4,450 
ind West German pharmaceutical firm 
oechst rose Rs 100 to Rs 600. 





(GKOK: Investors’ confidence 

nued. Leading the uptrend in the 

/ session were banking, cement 

nd industrial counters. The Book 
ub Index soared on the back of buy- | 
ing support for long-dormant Sun- | 

shine, Metal Box and Thai Tin Plate. 

otal volume for the holiday-short- 

ened period was 14.1 m shares at Baht 

cm (US$78,682). 


HONGKONG: The market rose sharp- 
ly in the first half of the period on 
- rumours that Japanese interests were 
. eyeing a controlling stake in Hongkong 


| Land, but lost steam later on fears that 


i Cheung Kong might be poised to make 
a rights issue. Land rose 25 HK cents 
^3 US cents) to close at HK$7.30 and 


T Cheung Kong lost 10 HK cents to 


: : HK$12.60. Turnover was 1.71b shares. 


TOKYO: The steady fall of the yen | 
. against the US dollar during the period | 
. prompted further selling of Tokyo | 
¿stocks as investors pumped yen into - 

JS-dollar securities. The market fell 
hree consecutive days and shed 287.66 
points on 6 July alone. All sectors were | 
old, with heavy selling centring on fi- | 
nancial and domestic demand stocks, | 
but some utilities later recovered. 


AUSTRALIA: Heavy punting on the 
September share-price futures contract 
aused a 60-point bull run in the index 
over 2-3 July. Fears of a major gold 
correction helped sober the market at 
the close of the period, but the overall 
ndex still showed a 71.2-point gain to 
5833.4. Volume totalled 856m shares, 
vorth, A$1.3b. (US$935.3m).. News 
rp. closed at AMT. 50. 


und id ZEALAND: The market fluc- 
Med m dropping through 
he 3,000-point level on the Barclays 
ndex and recovering only weakly on 
moderate trading. Overseas interest 
was down, while. investment stocks. 
ontinued soft. ‘Brierley. ended the 
i | Eae 20 iced 














| close at t460. 60n3 July 





INDIA and Thailand were the most bullish performers among regional n markets i in the period to 6 July. The 
: Philippines and Taiwan were the only ones to buck the rising trend. 
































































SINGAPORE: After a hesitant start, 


share prices enjoyed substantial gains. 
Blue chips and trustee stocks were in 
demand but Ganda and Samanda were 
also snapped up on news that MBf 
Holdings is to buy controlling stakes in 
both companies. MBf lost 12 S cents 
(6 US cents) over the period, how- 
ever. Average daily turnover was 
58.5m shares, worth S$125.7m. 


KUALA LUMPUR: Share prices re- 


bounded for the second consecutive 
period and have now recovered much 
of the ground lost during June's correc- 
tion. Benchmark counters MAS and. 
MISC closed 35 M cents (14 US cents) 
and 15 M cents up on the period at 
M$6.45 and M$7.45, respectively. 
Average volume was up sharply at 40m 
shares a day, worth M$81.7m. — 


MANILA: Profit-taking pulled prices 
down, though turnover remained brisk 
at an average of P311.7m (US$15.2m) 
a day, up 5.296 from the previous 
period, on 4.11b shares, up 21.2%. 
Gainers were led by communications 
giant Philippine Long Distance Tele- 
phone, which rose 3.7% to P635 and 
mining company Benguet A, up 1176 
to P111. 


TAIPEI: The market fell on listless 
trading throughout the period. The 
biggest losers were financial shares, led 
by the three big state-owned com- 
mercial banks, Chang Hwa, First 
Commercial and Hwa Nan. These: 
banks suffered heavy foreign-exchange 
losses in the last fiscal year. Average 
daily transactions amounted to a 
lacklustre NT$3.92b onem xad 


SEOUL: Political eer catried ~ 
composite index to new highs, withthe 
index up more than 5% for the period.. 
Paper stocks were up 17.1%, as invest- 
ors bet an easing of press restrictions 
would mean higher paper consump- 
tion. Lotte Chilsung and Chonju Paper 
were the best performers. Average: 
daily volume was 29.9m shares, worth S 
Won 80. 8b (US$99. ám). 


WEW YORK: wall Street lost steam in 
the wake of weakening US dollar and | 
bond prices. Transportation stock: 
were among the heavy losers. The 
Jones Industrial Average lost 17 points 
over the period as volume for th 'holi 
day-shortened week fell to 632.41 m 
shares. The Morgan Stanley 
International Index fell 9.5 | 


1 mwih 
3 roenths 

12 marth 
2 years 


6 July 


Description 


Long ters CR BK Jap 10-3/4 1/3unve 90 
Nippon Credit Bank 10-3/8 Simyo 
Sarna tet Fin 11-1/25/)unm/95 
Eksportfinans 1 1-1/4 20/M ar 
Ontario Hedro 10-174 19/May/RO 
Australia t1-1/4 19/Oct/90 
Australiatzommonwith 11 28/Nay/95 
EEC 9-5/827/July/90 
Worki BK.110/Fab/92 
EIB 10-144 21/80/04 
Barclays Bk Fir: Co. 10-5/6 19/Dec/95 
{ADB 9-7/9 23/Dec/ 1985 
. l pcs J.P. Morgan Cc. 11-1/4 28/Febee2 
E : Citicorp *1-1/2 33/June/1995 . : 
1,355—1,356 . 581,360. m E Marii Lynch Co. inc 12-3/4 4/00/86 
1.330—1,331 - : IBM World Trade Corp. 10- 1/4 :4/Nov/95 
EM si General Eiactric 11 15/Fab/1991-.— 
742.50— 755.00 : we B Prudentia: Realty 11-7/8 15/14:/92 
742.50—745.00 — oo Mamiti yanch OVE 10-6/8 28/Apr/90 
: : l py y Re EIB 11-36: /Aug/1991 
. [E WB&.5 UOcU1995 
268.50--269.00 — | , PORTH d WB 7.5 5 iune/ 1900 
275.00-—275.50 » WB 7.25 3/Fob/1903 
l ' | c EB T,52XFob/1903 
$41.50 oe à (OM (WTCI 28 hu um 
50-545 l gii WHE) 8.26 sigs t 
emer des: Vancouver (city of n TS 26/F aS 
177.25—177.75 ; : WB No. 267.6021. (ach 
o WE No. 85.5 28/July/1993 
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PROPERTY 











from Hong Kong 


ü Hampton & Sons. pom UK state Agents can assist you to buy, sell. let. 
' manage and arrange finance for your UK house or flat. 


7 Call Philip icu on 5-8104838 or telex 61851 FPDHK HX 
er Hampton & Sons 


6 Arlington Street, London SWIA IRB Telex: 25341 5 













ADVE E : 1 SING 
EFFECTIVENESS 


. The Review knows that a consistent presence in the 
International Classified Section works, and so does Fhilip 
Jackson of First Pacific Davies who wrote the following. 
letter to us: 









JBRSEPMACIFKC DAVIES: 
[rosis UMIFED 


i im ici died floor Teo acharige: E 





Hong Kong 









/ ei a iy end low of 2, 000 sq. ft ina 
private. % acre. tropical estate overlooking Palong. 
Beach. Prices fróm US$77, 000. . 


Call INTERSEARCH now.on. (57295623, 1602, way Centro, Tower 2, Hong Kong. 
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your message to the highest. 
concentration of the affluent ind influential in the region, 
but, more importantly, i in the words. of Philip Jackson, 
secures ‘very good response’. 





The Review not only targets 





Don't wait for your competitors to discover the valve of 
- this new and unique advertising vehicle, discover it for 
25 one first by eru d 





Hillary King tr * 
ed Eene Manager . 
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3 62497 REVAD HX 


. DIRECT oR, MAIZE RESEARCH PROGRAM 





GEN ERAL "E. 

The international Institute of Tropical Agriculture invites applications 
from qualified candidates for the senior pom of Director of the maize 
research program. i : 


IITA is an international agricoli reseérah and raining. ANE 
programis in resource and crop management. for the humid and 'sub- 
humid tropics and crop improvement of maize, rice, food legumes and 
root crops. it is one of the 13 centers of the Consultative Group on Inter- 





national Agricultural Research diria by the World Bank, FAO, and 


the UNDP. 


The maize program will consist. ota dud disciplina] team of 810 10 in- 
ternational scientists, including ; a eae oe unti headed 
by a CIMMYT breeder. ` 


The Director of the maize. ipeo program is. s cirrentiy located in 
Nigeria, but it is expected that he or she will. n be located ina 
francophone West Amean m | 


| FUNCTIONS 


— 10 pian and direct TAS maize research program in Atiica.- 


— to collaborate with national maize e research programs throughout 
West and Central Africa. 


— fomanage a joint NTAICIMMYT — development unit. 


~m: 40, develop giscipinary research with emphasis oñ plant resistance 

1o dis ize streak virus, to field and storage insect 
iu Striga and on adaptation to the environ- 
mental constraints ofthe region "St ecologies. 


— to collaborate with the. institute’ s Resource and Crop Management 
| “Program in developing improved maize based cropping systems 
'- for various ecologies, 


QUALIFICATIONS 


The individual must have a Ph.D. and a published: record of successful 
sangeet research. Preference fie be given to candidates with exten- 




















Salary in in JÙ. s. currency y wilt ie corii vea 

of qualifications and experience. IIFA offers fi 
as retirement plans, group life an 
pikes eoucasond pus etc. 













A challenging escis with excellent ws ase 





ged d 25-35, who have eas at least 3 years prac ac ical s success: ii 
but not essentially, Far Eastern Equities. The succes 
Hong Kong and will then be based in London, selli 
UK and Continental Europe. Some away travel willbe necessary. 7 
. share of business in this highly competitive market and te build asd re ce 
of this appointment. Initial salary + guaranteed Di Je, £120, 000-£160,0 ba car, nonc contributo Ory. 
| .pension, free life assurance, subsidised mortgage, fre "A and assistance wif removal expenses. if 
-— necessary. Applications in strict confidence under refe ono DFES 51 3/F EER, to the Managing Director: 
N.B. A further vacancy exists for a Far East Equities Sa y^ | : 
appiicafions under reference | FES4514/FEER. 






dan wil i initi Nay o a eating equites; period in | 
* j Far nid ipie to the Bank's cid clients based inthe _ 











A JOHNSTON ASSOCIATES (MANAGEMENT 
-LONDON WALL, LONDON | EC2M 5PJ. TELEPHONE 


“BUSINESS 


The Far Eastern Economie Renew k is now ublthis- 

a quarterly index which details by country and date 
„everything that has appeared in the Review. The. 
index is available on a quarterly basis. Subscribe - 
now and each quarterly index will be sent to you. 
automatically as soon as it becomes available. A 
vital research tool, the Review index will save hours 
of needless searching for information. ORDER 
| YOURS TODAY! Only HK$230 (US$30) for 4 

— quarterly issues. Just complete the coupon below- 
us aue send with your payment. 






















us in full confidence of | 


A.,'13 Avenue Krieg 


va / Switzerland 























We wowo fke to act as your ene aint for your req 
- Bangi or items like; jute, jute goods, fresh & frozen 
e garments. 


igot something to:offer to the Bangladesh maike, wi 

&ur products, we are interested in items like dyes & t 

milk food, cement, sait, rice, wheat, rape seed, -soyabean oil 

, reconditioned vehicles; engines, telephone sets with PABX: sy 

cassette, emergency lamps, colour T. V. (in CKD/SKD condi. 

} conditioner both home & industrial use. S m 

tof business in Bangladesh whether NI E 

"ird country trade we are here to fulfill your requirements. | 

Contact UNI — TEX 

- 67.Panchlaish R/Area, Chittagong, Bangladesh 

Phase: 031-204033/031-204596 Tix: 66298 A/B FINTEX BJ 




















The Circulation Danainae. 
getar Far Eastern Economic Review, 
<q. GPO Box 160, Hongkong. 
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| 
. 1 Please send my order for the Far Eastern Economic - 
FI 
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J Review QUARTERLY INDEX. / enclose HK$230' 
 US$30 (or its equivalent in local currency) in payment. 
(Please print in block letters: 
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For QUALITY response... 
advertise in this section. — 





s Elysees; helicopter with Exocet missiles 


aris is not the obvious place to cele- 
-8 brate the 20th anniversary of the 
‘Declaration of Bangkok, which set up 
-the Association of Southeast Asian Na- 
"tions (Asean). Nor was the party spec- 
:tacular. But a gathering of 30 or so jour- 
-nalists and business executives at the 
= Académie Diplomatiqué Inter- 
nationale, organised by the Institut du 
; Pacifique — a business-financed study 
group — heard diplomats from the 
Asean countries accredited in Paris 
and French experts talk about the re- 
gion. 
> The meeting was held under the 


bia, the Malaysian ambassador in 
France. | 
Among the participants was Thanat 
Khoman, the former Thai vice-premier 
cand foreign minister who played 
a leading role in the founding of 
-Asean and signed Thailand into it in 
1967. 


„growing concern at France's global 
foreign-trade performance. Seasonally 


of the conference revealed a Ffr 3.6 bil- 
lion (US$605 million) deficit in April, 

despite the sale of five European Air- 
buses in which France has the lion's 
share. In the senate, Maurice Blin, rap- 
porteur of the finance committee, noted 
that France, “the West's fourth indus- 
power". was in danger of slipping 
year tc to sixth place, behind Italy and 


rench c officials at the meeting. con- 
fessed to their Southeast Asian audi- 


- doing in their countries compared with, 


competition with their European Com- 
munity paragi. The Asean region ac- 





| chairmanship of Datuk Ismail Am- | 


The background to French interest is . 


corrected figures published on the day 


ence how badly French exporters were 


. for example, the West Germans. With | 
. Japan and the US hors concours, the- 
French are bound to set their. sights on 





counts for only 1-1.5% of total French 
exports. Imports are only about 1% — 
West Germany sells two or three times 
the amourt. The only "bright" spot for 
France is Iadonesia where it has 3.5% of 


the market. Even this is less than the 
Shares of West Germany and Britain 


despite a special effort in Indonesia, 
which Presidert Francois Mitterrand 


visited last year 


Insuffiaent nvestment in Asean, a 


generally incompetent approach to 


markets, ignorance of local oppor- 
tunities ard coaditions — the familiar 
litany of comphint was recited by the 
French. When it came to lures like 
“technical coooeration," it was, for 
some reason, more d'fficult to arrange 
training ccurses for Southeast Asians in 
France than it was in Britain, West Ger- 
many and Italy. 
The lament gave Thanat an opportu- 
nity for typically tart comment. The Ja- 


 panese had never complained about the 


difficulty of Southeast Asian markets, 
the way the Europeans and Americans 
did. There was « need for a deeper study 
of the reasons for French failures in 


Asean countries. 


Phat about selling Exocet missiles 
to Thailand? I: was hardly likely 
they would be f red at US naval vessels. 
In Bangkek France's Peugeot cars had 
sold well, Tharat said, switching from 


black humour. Surely it was a matter 


of effort? “We want to diversify our 
trade links witF the outside world,” he 
said. | 

Thanat reminded the French that 
Asean was born out of the confronta- 


| tion between Indonesia and the Philip- 
¿pines wita Malaysia fearing a com- 


mando-landing sufficiently to call on the 
British navy for protection. Asean grew 
out of the diplomacy which staved off 


on regional quarrels and differing at- 


.| tween peoples of differing race and reli- d 


















































ously approach the pro-Vietnam regime 





— two Vfonner attempts, the ASA d 
the Asian and Pacific Council, to re- 
place the ill-fated Seato, had foundered 


titudes to China — Asean had grown..| 
over 20 years into a useful partner- | 
ship. | 
It had pursued economic interest be- | 


gion and had developed a sense of cohe- 
sion. Asean was taken seriously by the 





| outside world and its members were 


open to "benevolent" foreign invest- 
ment from all sources. 
Thanat, whose former edginess to- 


wards the West is now overlaid with an 


| elder statesman's patina, was doubtful if 


anything approaching a Southeast 
Asian common market was on the 
cards. “It is not for tomorrow or even in 
10 years, " he said. The idea was “in the 
wind." But political leaders would run 
into the inertia of national civil ser- 
vants. 

None of the Southeast Asians at the 
Paris meeting wanted a military role for 
Asean — alien to its founding principles: 
— and a próvocative Japanese diplomat 
who wanted to know if the French role 
in the Pacific was discussed in Asean/ 
EC contacts was reminded that Irish 
membership of the EC disqualified 
it as a forum for military discus- 
sion. 

Thanat took a cool view of the great 
auch threat to the region. Since no- 

ody could agree whether China or 
Soviet-backed Vietnam was the greater | 
danger, decision about this was "not of 
capital importance" and it was "super- 
fluous" to discuss it. However, the Viet- 
namese were still attracted by their old 
dream of an Indochina federation and 
did not even conceal their long-term 
hope to annex 17 Thai provinces to en- 
large the union of Vietnam, Cambodia 
and Laos. 

Summing up for the French side, 
Francois Missoffe, a former Gaullist 
minister, and now an itinerant ambas- - 
sador in Southeast Asia, thought he saw 
signs of a gradual move towards a politi- 
cal settlement in Cambodia since the 
visit to the area by Soviet Foreign Minis- 
ter Eduard Shevardnadze and signs that 
Moscow could be putting pressure on 
Hanoi. Prince Norodom  Sihanouk’s 
*sabbatical" from the presidency of the 
anti-Vietnam coalition was, Missoffe 
thought, the first hint that he might seri- 





































in Phnom Penh. Impending change - 
should be *sino-Sovet, in the context of. 


that confi ct. Despite initial ‘scepticism |era 





Between the two of us, 
our First Rate Account 


is the best investment you 
could make right now. 


Why? Because the interest 
rate is very high, it is insured by 
the United States government, 
the liquidity of your funds is 
guaranteed and you only need 
$10,000 U.S. to open an account. 
[n addition, it is backed by a 
bank with a 200 year tradition 
of service and security. 

lo learn more about 
opening an International First 
Rate Account, or to engage the 
services of a personal banker 
whois committed to a long- 
term confidential relationship 
with both you and the Bank, 
please write to: International 
Private Banking, PO. Box 16/3, 


-— 





TAWANA RAMADA 
A GREAT NEW TEAM IN BAN GKOK 


The Tawana’s renowned Thai 
hospitality and Ramada's noted value combine 
to provide a memorable experience. 

Ideally located for business and 
pleasure the Tawana Ramada offers excellent 
accommodation, fine restaurants, comfortable 
bars, exciting disco and ourdoor pool. 

It has a full service Business Centre 
and well equipped Keep Fit Centre with 
sauna, 

Come and enjoy. You will find that 
the smiles on our friendly, attentive staff will 
soon be on you too. 


Tawana Ramada’ 


80 Surawongse Road, P.O. Box 1742 
Bangkok 10500, Thailand 

Tel: 233-5160, Tx: 81167 

Fax: (662-02) 236-3738 


RAMADA 


INTERNATIONAL HOTELS 











RAMADA PROPERTIES IN ASIA PACIFIC 

RAMADA INNS: Hong Kong, Seoul. 

RAMADA HOTELS: Brisbane, Cairns, Surfers 
Paradise, Sydney, Singapore, Kuantan, Bangkok, 
Hong Kong (1989) 

RAMADA RENAISSANCE HOTELS: Colombo, Tokyo, 
Melaka, Guilin (1987), Seoul (1988), Sydney (1988), 
Melbourne (1988), Hong Kong (1988). 





Business Travels With The Review 


When it comes to reaching Asia's frequert and we'll be glad to send you a copy of the latest 
business travellers, the Far Eastern Economt 1986/87 6 City Media Phase from t he INTRA- 
Review offers you the most mileage. MAR STUDY independently conducted by Inter- 
national Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


At present most of the world's leading a rlines 
with routes in Asia use the Far Eastern Econome 


Review regularly as a primary adve-tisinj3 
medium. Why? The answer is simply because th? 
Review reaches the highest audience concentre- 
tion of heavy frequent independent busines 
travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 


Far Eastern Economic Review, 
If you'd like to know more about our fre quer G.P.O. Box 160, 


business travellers, write on company lette-hea4 Hong Kona. 
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TAG IT SPECIAL 
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A Different Kind of F-siness Class 


It's more than a special baggage tag, a red-carpeted 
check-in counter, and doorsiie storage of your checked 
luggage for quick recovery at destination. It’s the kind of 
exclusive, personal service that makes business class on 
China Airlines 35 imperial a. its name. 


China Airlines Dynasty Claes, better for frequent travellers, 
better for business, yours and ours. 





WE TREASURE EACH ENCCUNTER 


Q cuina AIRLJNES 


Amsterdam * Anchorage * Bangkok * Dhahran * Fukuoka * Hong Kong * Horaiulu * Jakarta - Kaohsiung * Kuala Lumpur + Los Angeles 
Manila * New York * Okinawa + San Francisco * Seczul * Singapore + Taipei * Tokyo 
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"Situations will always arise that — 
can only be solved 
bv bright people backed by 


uncompromised capital strength. 


Large corporations have drastically reduced their reli- 
ance on traditional bank borrowing. But there will 
always be complex financings that need the brains and 
specialized experience only a firm like J.E Morgan can 
supply. In addition to our ability and willingness to find 
the right solution, Morgan dients have access to another 
singular benefit: our role as principal backed by our 
financial strength. More than $8.2 billion in total capital 
allows Morgan to work dosely with "T 
you, stay with you, and act only when | 
it benefits you most in terms of risks 
and costs. We have the freecom not 
to compromise. 





© 1987 LP Morgan & Co, Incorporated 

LP Morgan i^ thegoridwide marketing name for p M or a n 
J.P Morgan & Co. Incorporated and fos Morgan Guaranty * i 

Trust Company, Morgan Guaranty Lid. and 

other LP Morgan subsidiaries 
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has a wrong impressien of the sjt 
| for the Fiji Indians. : 





| live with the indig 
oJ have always espected the F 
|| tions, cult | 


nj . : their lifestyle given the Fij 


| The indigenous:F ians who s 


| verence and no-nonsense apr 


S. Kamaluddin 
See re obeew! (London), . 





» s eme Ld, Tai Chora ovest Quay writes, the majori: y cammuni£& 





military coup in. Fiji (LETTERS, 2 July] 









AL the DUREE it should me 








tions, the iR 













anguag 
e, Figi Indians have : 





ians;| who share with all other race 


military coup. 
: full 






tion and the general I: ing st 
all Fiji's peopie for the past 1 
so. The Fiji Indians cannot, a 
should not be blamed for the 
wealth and control of econo 
The prosperity of the Fiji Ind 
about through sheer Fard wo 












achieving economic strength. 

Raheem is also totally wreag 
serting that Fiji Indiags “norme 
their money back to India.’ 
lopment of Fyi ower tae year 
possible mainly because of Fi 
investments in Fiji. 

Presumably, Ra 
the true facts of the simation i 
such, I request him to refrain 
ing generalisations which onl: 
his racist viewpoint. 
Suva 




















Mansoor Raheem is: guilty af 
statements so far fromahe tru 
must question his right to coram 
the complex interaetion of chiefly 
power, corruptien in govern 
simplistic militarism, and racs, 
has contributed to Fia’s preset 
trous military regime only pa 
mised by the earnest efforts 
ernor-general to "restere demeer: 
Ethnic Indians are, as 


the first time in 30 years are $e 
50% of the population. The soup has 
Occurred at a time when Indian voting 
power is beginning to dimi 





when it was a change in ethr Fijian’ 





voting. patterns which: zhangec 
ernment. : 





Mansoor Raheem, writing about the- 


u fom india by the 
1879, not 200 years ago. Far 
ing their money back to India, 
Indians have lost trace of relative 
India and have consistently inve 
their savings in their adopted countr 
in farms, in businesses and in housing 
In fact, it is this ability to save and 
vest and accumulate assets which h 
spired some jealousy from ot 
groups whose community lif 
tates against individual savin 
Most ethnic Indians in Fiji 3 
opportunity to remain in their * 
country, the country in which 
their ancestors for some gef 
were born and that country is Fij 
they want to be there as ordinar 
not second-class. citizens and as. 








































































right to make decisions about the na 
in which they and their dese ndan 










The scandalous allegations E 
prehensive Singaporean’ in 
last paragraph of his letter Change 
no change [25 June] are totall: 

Es Sine por a 1 




















to alter the? ‘one-man, one-v 
tem. 


Sui d Pius bunt Both are au 
dited by the Auditor-General. The ac 
counts and the Auditor-General's- 
ports are published. Because of t 
Auditor-General’s reports betwee 
1979 and 1984, the HDB changed ove 
to its new accounting system. Any 
MP can raise questions about the 
accounts in parliament. Many MP 
have done so, including oppositio 
members. : EE 
The changes to the Parliame n 
Privileges and Immunities Hs 
power parliament to de 
contempt of parliament ¢ 
liamentary privileges give 
pore parliament no more po 
the British House of Common 
other sovereign parliaments t 
There was no “disgraceful han: 
of the Second Reading of the Press: 
[really an undisguised inquisition of the 
Law Society for its fair comment]. "The 
writer has got it wrong; he presumably 
meant the Select Committee hearings of 
the Law Society Amendment Bill, dur- 
ing which the Law Society council had 
to appear. The amendment was neces 
sary to ensure that only fit persons a 
elected to the Law Society Council, an 
to strengthen the disciplinary pov 
for dealing with errant. lawye A 






























































ress Bill. The amendmen + 
'put in motion in January 19 
the Law Society made any s 









sion for the Law Society to express its 








^made. 











rom making comments perceived to 
ontain a political implication." Any 
group of people may form a political 

















e of professional organisations for 








ke the Law Society are established by 
specific legislation for the expressed 
purpose of regulating the profession. 
































of such - organisations, which are 
'oncerned with protecting profession- 
. standards = professional disci- 
pline. 

Democracy. can only: flourish where 
individuals have the convictions to ex- 
press their views and the courage to be 
identified ‘with them. ‘Apprehensive 
Singaporean's' use of a pseudonym 
either bodes well for himself nor for 
| democracy in Singapore. If a person is 
. afraid to stand up and be counted, and 
let the world know. what he thinks, he 
and his views cannot amount to much. 





















































fate of a country with many grumblers 
- but nobody to stand up to justify and do 
something abouthisgrumbles. — . 


Press Secretary to 
Minister for Trade and Industry 


: To give perspective to Nayan Chanda's 
China's textile tangle [REVIEW, 9 July], 
the disparity in size could be pointed out 


. US and those of other Asian countries. 
China came late to the exporting busi- 
ness, and its small quotas reflect this. 
China' s garment quotas (as opposed to 
its fabric quotas) total only about one- 
quarter o 
his is würealistic considering the size of 
China's. economy and its potential to 
buy from the US. 

| The US authorities should. negotiate 
uota limits. Hat reflect US consumer 
ER cheap, © 
arments. Instead they 

tectioni 


stance US. cust 
erase of sweater t 





13 j silk industj to protect. 


“ments on the Press Bill in May 1986. 5 ; Ba 


"The hearings were the proper occa- 
“views and defend statements it had | ~ 


There is no "ban on any E 


party and enter the fray. But persons. 
shing to do so cannot expect to make | 


cover and protection. Organisations- 
Nevada City 
Such legislation requires all members. 
of the profession to be members of , 


the organisation. To engage in political. 
ebate will undermine the objective - 


. Laos, 
| ready-made [implic 
. His apprehension should then be the 
| variety [uncer Henz 

 sents both the People's Republic of 


Gan Kim Yong 


. between China's garment quotas to the - 


Hongkong's, for instance. 


good-quality 


ta atistical Space 


I notice in tae last =w editions of your 





journal that the se ected weekly stock 
| prices and daily sioekmarket indexes in 


your stockmarkets section have disap- 


“peared. The detailed Hongkong stock |. i 
“prices are a major reason for. my sub- 


scri tion to "our megazme. 


ould you please put. back: this “ 
information If space is the problem, |. | 
the equally rapid diminishing of the Viet- 
 pnam-associated group of Cambodian 
revolutionary leaders who were. ipredo- E 
| minant in 1979-80. Us J 





may Fsuggest youd: aps ie Weesy letter 
from James 7u. 






. Publication: of relatively. p -of-di 
share prices was cf ttle value redidé/s 
within East and »cutheast Asia 


concentratec. 


The spac? mace available by deletion l 





of the stock quoies will be used | 


very near fiture io expand coverage of 


statistics relevant to he region. E 





 Disputed revew 


In his joint eview HE June] of my book 


Kampuchec and Martin Stuart-Fox's 
Grant Evans 
Stuart-Fox's characterisation of "a 
itly by the Vietnam- 
ese] constitution cf the Kampuchean 
Samrin]” misrepre- 





Kampuchec (PRE) constitution and 
what I wrot2 about it. 

. In chaper 7 of 
scribed in seme ce*ai/ how the constitu- 
tion went tarough at least three drafts 
before the “ourth end final text was ac- 
cepted, witi each draft moving farther 


. from a Vietnamesc model in significant 


areas. 
Whether such Easibodian indepen- 


dence in constitution-building is en- 


tirely praiseworthy & another matter. 
One of the poin:s on which there may 


have been. as Staart-Fox and Evans. 
have phrased it for Laos, "profound dif- - 


ferences be-ween tae | . leadership and 
their Vietaamese counterparts" was 


the establishment of 2 supreme court, 
provided for in tae Vietnamese con- | 


stitution aad in ‘he first two Cam- 
bodian drafts, but not in the final ver- 


- sion. 


For this the FRX has been criticised 
by the Lawyers Cemmittee for Human 


. Rights; but at least, as in a number of 
other areas, the FRK cannot be criti- | 
cised both :ubstancively, and as a Viet- 
 namese puppet. A. supreme cou ici- | simple fa 

ae has since Deen established d by | rom. its na 
| diplomatic 





law. 








sone dicots ape 


| isa *Kremlinological one — the rapid 
: | promotion of persons with no pre-1975 
revolutionary background to leadership. 


Clive Sewell : 


: | only “for those hostile 
the bulk of the RE“IEW’s circulation is | K; an 

| statement can only 1 
guing that human : 


| [REVIEW, 21 May] are lies. 
. Adelaide 


acceptance of 


Kampuchea | de- 


. call upon the Pekin leadership to: halt | 
giving. away the Da ee fe 


| Ded wheh shoud have showt Evans ; Dharan 








D Bia pabinks l ae d «fo d 


-| overstate [the] case for the degree to 
| which the Khmersare running theirown 


show," this must be argued by evidence . 
from Cambodia, not just with "A quick 
look at Laos. . . still heavily dependent | 
support from Vietnam and the | 
iet Union.’ ` My main argument here - 
















positions in government and party, and. |. 


"As for human rights," my conclu- Lb 
sion quoted by Evans is controversial |. 
aoe Vietnam- 








protected under Pol Pot and Lon : ol, 
and that the charges against Sihanouk's 
regime made by Bernard Hamel 


Michael Vickery |. 


Rare Tibetans 


With reference to the appeal for dona- y 
tions by the World Wildlife Fund (WWF) 
for conservation of the giant panda, it 
may be appropriate to point here tat if 
the endangered | animal. is. found i 
China's Kansu and Sichuan iubet 
While it is certainly important to jn of 
conservation of rare animals, Is 
equally important, in fact more impar 
tant, to address on the preservation ofa . |: 
distinet but threatened race of human 
kind — the Tibetans. 

To the Tibetan people of Ngawa and 
Gyarong and other parts of Amdo and 
Kham provinces of Tibet, the panda is 
known as Jila-Dhoem. Its nearest trans- 
lation in English would be 'Cat- Bear. - 
The Tibetans in these areas recall the — 
good old days when the. Jila-Dhoem | 
would roam the bamboo: 
threatened. Now, along 
Dhoem, the Tibetan people in the rad. 
ritories also face complete extermina- 
tion as they are overwhelmed by an 
alien regime after the incorpe ration otf 
these areas in Kansu and ichu 
vinces. ^ UB CWRAT ev 
We may also suggest to the WW 
























Since 193 


alien ecosyst 
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T— the appointments of two members of the old 
guard as Vietnam's new president end premier, the re- 
forms started by party leader Nguyen Van Linh will con- 
tinue, with the two merely a bridge to the future. But 
et) Indochina | correspondent Murray Hiebert, examining 

| changes evidenced in a booming private sector, reports 
EM. continuing high inflation and low production anc says local 























| downward: economic spiral. -a 
E udin 26-30. . ON Phor on by tan Wilson. 





more political p prisoners ir in South ren | doll 


" Page9 | 
| Bob Hawke leads his E RGstalan Labor 
e Party to arecord third election victory, 
.] but he owes a lot to the weakness of 

=the opposition challenge. à 


-| Pagei2. 
`| The Hongkong Government arms it- 
| self with the legal power to censor | 
_| films and fends off another attack on 
| its controversial press law. Mean- 
| while, Britain tells China it will not 
need as many troops in the territory as 
The colonial rulers have found neces- 
Page 14 
The sacking of Philippines ‘intelli- 
gence chief Luis Villareal has fanned 
discontent within army factions op- 
posed to chief of staff Gen. Ramos. 


.| Page 16 " 
|. After exposure of a plan to j invade the 4. 










. worldwide ov cool 
andthe EC. 


Page 57 
World. Bark efforts tor 
Japanese officials in orde 
oe. S growing financial. 


























































_| Philippines, former president Marcos | to crack down on counte 
faces new US limits on ny freedom. Of | protect iron: | 
movement. 
| Page 60 


| A car-parts maker has bl 
trail for Japanese comp 
ting up research centres. 

promote its owr ' 
| sification. 


Hyundai, which hœds a 5C 

the South Korean partner ir a refinery 
project, has provoked a ctiisis by op- 
posing the presence of a fce 
nerin the daal. : 


Pages 72-78 ; 
It may be mid-summer macy 
London and New York are Still crazy 


















: ‘government tightens security in 
seven north Indian states, as fears of | about Asia's stockmarket 
continued killings by Sikh terrorists Put Your Money looks at 

vount. | P for individual investors. 










‘South Korea: ern 


| economists believe it may take fou to fye ea sto halt the 
3 9 y a r y s | Malaysia: Playing tothe gallery | 
| Philippines: Retirement wrangles 


. | China: China's Sakharov ds. 
| Coverstory: Abridgeto reform 


Too ra much of a good thing 
‘Currency: 


. | Investment: Profits, not dividends, in Pakistan — 60 
| Mining: Hitting the gold trail in Indonesia NIE: 5 
| Energy: Partners with problems in Seoul cm 


| Policies: In seasch of openings l pun 


| Shroff 
| Economic Monitor: Singapore 
| Company Results —_ 










Australia: Hawke's win by default 
Hongkong: Sense and Lodi 
Offering nocefence - 















^ Hewillnot return 
Pacific: Treaty turbulence 


Diplomacy on backburner 
hase M to migrate the 


, Hanoi ries ic c cath up 
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, The gaijins dilemma imminens 
Opening the floodgates i in Tapai —— 
Policies: Reagan calls the n sn 
Discordant notes in Ger M 
Economic relations: Reluctant providers. an 
in Japan SUN 
industry: Blacktrademarki in Asia poA: 
Te : New roads to success in Tokyo = 60 


























Where to put your money: A state of suspenc 
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__Run with the herd, eat with the wolves . ARS NIU IN 
~ The long and short of it in Tokyo 
Convertible options for oil and gold . 
Mexico leads‘the field 

Diamond market regains its sparkle 

Now bulls and bears can play the Paribas 

way in Hongkong Bere 

Investors given a break in Kuala Lumpur s 
Uum on Eurobonds fie 








anies: ae withdrawal in Vancou 
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4 T wide stri kesmarked bi vinione. 
Khaleda Zia, an opposition 
| leader, called for joirt par 


r liamentary action to unszat the 
'aiwan ends — | government. .— S. Kamaluddin 


‘martial law: | New Zealand opposition 


yiwan President Chiang |. 
Ching-kuo on 14. July ordered |. reverses nuclear stand 


he lifting of martial law, effec- The New Zealand oppositioa 
ive 15 July, ending 38 years of | National Party in a policy re- 
xtensive military control over | versal has declared itself op- 
ivilian affairs. The govern- | posed to visits by naclear- 
ient simultaneously announc- | armed warships. Oppositioa 
the promulgation of the Na- | leader Jim Bolger anneunced 
nal Security Law, denounced | on 9 July that if elected in the 
'y Oppositionists as a repack- | poll set for 15 August, his party 
d form of martial law, but | would take New Zealand bacx 
ibed by an official spokes- into the Anzus treaty — a de- 
as necessary to safeguard | fence pact joining Australia, 
tion’s security following | New Zealand and the US — 
ing of martial law.- from which New Zealand has 
The Ministry of National | been excluded since last year, 
Jefence also announced a re- | but without visits by naclear- 
on of sentences and carly | armed ships. The Laboar gov- 
storation of civil rights for | ernment's ban on nuclear-pow- 
civilians convicted of mar- | ered or armed vessels has 
law offences, including 170 | ended visits by US and British 
warships, because they refuse 








































































le who had. been found- 
-of sedition. The ministry 
aid the majority of those af- | 
fected had been released ear- 
Tier, but 23 people were now to 
be freed immediately. Shih 
Ming-teh, the sole remaining | 
“Kaohsiung Incident prisoner, 
was not included in the De- 
fence Ministry order, which 
¿specifically excluded repeat of- 
fenders. — Carl Goldstein. 


Third Hongkong 
bomb explodes 


A low-powered device ex- | 
ploded in a Hongkong Govern- 

ment office building on 15 July. 

There were no injuriesor struc- 

tural damage and nobody im- | 
mediately claimed responsibil- | 
ity, but police said the device 
was "very similar" to two 
others which exploded in shop- 
ping centres recently, one of 
which injured 14 people. The 
responsibility of that explosion 
was claimed by a previously un- 
known organisation calling it- 
self the Hongkong Terrorist 
Association. with vague anti- 
communist aims. A man was 
charged on 11 July with "mak- 
ing an explosive device," but 
police refused to say if he was 
connected with the explosions. 

z x — John Mulcahy 


to confirm or. deny tke pre- 
sence of nuclear weapor s. 
‘Bolger said the US. whiic 
not departing from is ne: 
ther-confirm-nor-deny policy, 










wish by a National Party. gov- 
ernment that no ships carrying 
nuclear weapons be sent toO 
New Zealand. 


Ousted Fiji PM j joins 
settlement talks 

Hopes of a settlement to Fiji's 
political crisis following the 34 
. May.militàry coup werc raised 
on 13July when deposed prime 
minister Timoci Bavacra and 
three former ministers pineda 
16-member committee set up 
by Governor-General Si- Penaia 
Ganilau to review the Fiji con- 
stitution preparatory to fresh 
i Secun ; — Hamish McDonaid | 




















asa] e by du B ngladesh 
liament on nz Ju y : 


















CORRECTION 


PS The cover line on China (16 
_ July) should, have read “Zhao’s 
9P*3 | tt ii CON mot "Zhcow's ir 
p d charge." Ae nx 








widespread protests by tl 
position resulting. i 
hour and two. hal d 











would respect an expressed . 


— Colir James 





BUSINESS 


Former Ka Wah chief. 
charged in Hongkong 


The former: chief executive of | b 


the Ka Wah Bank, Low 


Chung Song,. voluntarily - Te- | 
to Hongkong from. 

Singapore on 9 July and was | | 
cherged with conspiracy to de- | j 
ine 
million “| 
(US$64.1 million) allegedly de- | 


turned 


fraud and false accounting 
velving | HK$500. 


frauded from the bank from 
1983-86. Low was released on 
ball of HK$10 million. Former 


Ka Wah Bank secretary Wong . 


Ka-ning, . also charged with 


Low on 10 July on similar of- 


fences, was teleased 
HK$100,000 bail. 


September. Low's brother, 


Chang Hian, a former bank di- | 
jeg arrested. in Malaysia, is | 


prison in Kuala Lumpur 


pe eading extradition proceed- - 
ings on 1 September on charges | 
of. conspiracy to defraud, con- 


spiracy to steal and false ac- 
counting. 


an injunction from the High 
Court in Kuala Lumpur pre- 
venting Low Chang Hian from 
disposing of assets not exceed- 


ing HK$25.4 million. The bank 


has, as well, sought an injunc- 
tion in Hongkong to restrain 


thc Low brothers and others 


from moving their assets out of 


Hongkong, or transferring any 
of :hem to reduce their value to 
be'ow US$80 million’ being. 


sought in damages there. 


— Emily Lau and Nick Seaward ' 


rising labour unrest - 


South Korean authorities are l 
trying to come to grips: with | 
labour militancy, which has. 


grown in the wake of the ruling 
Democratic — Justic— Party's 
(DJP) proposed political re- 
forms. The Labour Ministry re- 
ported 66 labour disputes in the 
iH we following DJP leader 
Roh 

mecratisation announcement. 


Only 276 disputes were report- | 
i t n | (US$32.9 milli 
ment is initially adopting agar- | various a 
rot-and- stick approach: union |. 
activists in "illegal" labour dis- 
putes will be arrested and the, 


ed in all of 1986. The govern- 


state will crack down on- em 
ployers who owe workers back 


wages or maintain ee in 


poor working conditions. 
The Labour Ministry ^ 
also etry - to - 
negotiated | settlements, of dis- 





i human: s g : 
past for hindering pod 3 
| gani isation. Mi — - Mark Clifford " 


| The 


ae Woo's 29 June de- 


encourage {i suppc 

















ity E 
opened trading ot extile. ex- 









to legitimise the ‘transfer of 
quotas between firms. Previ-_ 
ously, quotas were distributed | 


| by the government annually on | 
the basis of each company's. | 


past performance, and those 


Al- | firms which failed to ship their 
on. 
Both men. 
wall appear in court again on 2- 


full quota were fined 200% of | 
the permit's value. Now, firms 


¿can use the exchange to get rid 


of quota rights they do not 
need — though they must pay 


20% of the quota value as a 
| premium to the new owner. So 
| far, more than 100 textile firms 


have registered with the ex- 
change but officials say more 
time is needed for the new sys- 


| T tem to be accepted and used. 
Ka Wah Bank also obtained |. 


— Vaudine England 


| ADB. opens resident 


office in Jakarta 


"Manila-headquartered 


Asian Development — Bank 


| (ADB) opened a resident of- 


fice in Jakarta on 13July. ADB 
president Masao Fujioka told 
Finance Minister Radius Praw-. 
iro and Ali Wardhana, In- 


| donesia’s | Coordinating minis- 
_ter.for economy, industry and ~ 
development supervision, that 
the local office will speed up 

| ADB-funding to Indonesia, 
_| which has received US$3.8 bil- 
^|lion in: 
An American, Richard Brad- 





ADB loans since. 1967. 


ley, heads the small office: the 
other professional staff are a 
Filipino and a Sri Lankan. The 


| ADB hastwo other resident of- 
| fices, | 
| ladesh.- 





in Vanuatu ai 


i Japan has agreed to extend to. 


Burma some Eu ual billion 






































F the Democratic Kampuchesa [Khmer | have remained active in dis 

















Rouge] faction and the KPM“LF to politics, forming a shadow 
ae that B. | Cambodian men and women?” met regularly in recent years À 
ndia to mo roup claims it was instrumental 
ort FOREIGN BULLS IE 


in organising demonstrations 
during the political spring of .. 
1680 and in mobilising the vote 
1685 elections, but remains exclude 
from positions of power. Although 
willing to defer to opposition eade 

Kim Young Sam and Kim Dae Jung 

they are determined to unseat the . 
older politicians around them. A 
prominent name is Shin Bom 

- new visiting Seoul, who was 
or. sedition charges i in 1980 and has 
been in exile in the US. Shin plans te 
return to South Korea for pesgi in 
August. i | 
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ladesh fr aship treaty - aay A anu mi 
p hinest Vice-Premier | relocating te Th 


















j itto Bangladesh 
is ew aris. 











HIGH FLYER | 


First Pacific international (PI), t the | 
trading arm of the First Pacific — — 
Holdings group, is, after five years 0 
lacklustre investor interest, ` 
beginning to attract attention as an | 
Asian “concept stock." However, in . 
what seems to have been an 
over-eager attempt to boost F 
group sent to brokers and fund. 



























r Rouge. The exiled prince ` | 
n leave of absence" as head i 
| of the coalition — made his ` a 
| accusation i in a cable to. Caman 
| of the US House Subcommittee on - 
| Asian and Pacific Affairs, Stephen 
‘Solarz. In the.cable, responding to 
. members of the subcommittee who 
_ had urged him to continue leading t the 
- Cambodian struggle, Sihanouk 
- asked: does the preservation of the 
Cambodian nation and culture have 
| any sense “if you and the [Us] allow 


= WEEK | 


 AFGHANIST AN 
> «A bomb blast rocked the main office ofa 
akistan- based Afghan guerilla arty in 
Peshawar i tinjuring two men iii i Ju). 








: e mendi under the logo of 

broker Smith Newcourt. Al 
remaining copies were destroyed - | 
when Smith Newcourt was alerted, 
the broker's logo was superimip« s 
oman internal First Pacific note- 
meant for its directors, and — 3 
circulated further afield without | 
nuno. 





















group c comprising iore ste 
who were expelled from unite 
in 1971 and 1974, is making #grab for 
power in the Opposition. At x vut 50 

of this SO- ane * 






























oppress, rape and kill innocent businessmen and activists: 


































CUTH KOREA 
The government freed 357 7 jailed c dis 
-demts under a democracy package- 
nounced on 1 July (8 July). Rioting and 
ablaze.a | sive rallies involving up to 1.m 
|a protest | occurred around the country, sparke: 
jrists kill- | the funeral of a student activist wh 
and five | tally injured during demonstratio 
| (95uly). President Chun Doo Hw 
his:post as chief of the ruling party (10 J 
. A crowd of 500 churchgoers sta; ed as 
nd about | down demonstration in central Seoul to pro- 
oded in | tes: at what they said was a violation of the 
sanctity of their cathedral (/2 July). Chun re- 
moved the prime minister and seven other 
ministers in a cabinet shake-up intended to 
install a neutral government before presi- 
an alleged communist rebel lead dential elections later this year (/3 July). 
of being involvedán recent bomber Roh Tae Woo reshuffled three key party | 
ila e l July ). ut ae v posts and removed four MPs with military 
E E backgrounds in a bid to boost the party's 
SINGAPORE r image before the elections (L 4 Tuy 
Police arrested and later relegi ased 
.13 New Zealand. soldiers and sw § TAIWAN 
reans on. chargesof. rioting, a po After 38 years martial law. wi 
| man said ve 78) ; | 


a 


as s Hindu-Sikh clashes erupted 
test strike agains! the massacre b” 
Hindu bus passengers 68 July). © 
clamped a curfew on a westerr 
New Delhi afer Hinde mobs = 
Sikh shrine and threw stones du 
strike (9 July). Suspected Sikh te: 
ed a local Congress party lead: 
other people i it Amritsar (10 July 


PAKISTAN 
Police baton-charged thousands of oppo- At least S people were killee : 
on demonstrators. in Dhaka protesting s 200 injured when two bombs œ 





ime. Minister’ Bob Hawke won an his- 
| ird. term in the general: election eu 





gainst a bill rushed through parliament that | Karachi, it was reported (74 July « x 
vould involve the army in local admínistra- | 
-tion, witnesses said. (12 July). A general 
trike in protest against, ms bill brought 
Dhaka to a halt (74 July). 


IONGKONG 
Fourteen people were TRT when a 
pom | pies ata noppies centre{8 July). 


PHILIPPINES 


The armed? forces : angounced £e. 






IDIA - 
About 1,500 Hindu 
D elhi tried to o storm 





emonstators. in 














SOUTH KOREA 





Chun chooses more 'neutral' cabinet for the . . . 





By John McBeth in Seoul 


D cang down from the window of a 
Seoul high rise, a middle-aged Ko- 
rean could hardly believe his eyes. “I’ve 
never seen anything like this in my 
lifetime," he said. Below, as many as 
200,000 people crammed the City Hall 
Plaza and spilled into adjoining av- 
enues, chanting "down with dictator- 
ship" and "fight to win democracy." It 
was as if they had been given the keys to 
the city. And there was not a riot police- 
man within blocks. 

On the sunny morning of 9 July, stu- 
dents and workers joined in a mass fun- 
eral service and a three-mile-long march 
to mourn Yonsei University student 
Lee Han Yol, mortally wounded by a 
police-fired teargas cannister a month 
before. But it was much more than that. 

It was, in many ways, a celebration 
more than a wake. Certainly not joyous 
in the accepted sense, but an opportu- 
nity — one of the very few in a country 
with a long history of authoritarian 
leadership — for a simple outpouring of 
free expression, and thanks for the sac- 
rifice that students like 21-year-old Lee 
had made towards winning conces- 
sions on democratisation. Traffic was 
paralysed and whole streets were simply 
blocked off and given over to the peo- 
ple, and student militancy was initially 
confined to ordering that flags be low- 
ered on public buildings. 

But the authorities still knew when 
to draw the line. As the crowd began to 
surge down the broad boulevard leading 
in the direction of the Blue House, Pre- 
sident Chun Doo Hwan's official resi- 
dence, a full battalion of combat police, 
10-deep in places, and nine armoured 
cars with automatic teargas dispensers 
formed a formidable pavement-to- 
pavement barrier. At one point, a 
senior officer pleaded through a 
loudspeaker: “Come on, you are going 
to get democracy so why fight?” 

For a while there was no violence, 
but as the crowd thinned the more 
hardline student activists began to push 
into police lines shouting revolutionary 
slogans. When that happened, the 
police responded with a 30-round bar- 
rage of teargas grenades and the day dis- 
intergrated into the familiar, if some- 
what more subdued, round of running 
street clashes that characterised most of 
June and brought about far-reaching 
government concessions over a direct 
election for the presidency. 

The violence this time could have 
been avoided — and the blame lay with 
the studegts at a time when the task of 


March to democracy 


transformiag words into action rests 
with the pc litician-. Only hours before, 
as the macchers wound their way to- 
wards the city centre, the government 
announcec it had granted an amnesty to 
and restored the civil rights of opposi- 
tion leade- Kim Dae Jung and 2,334 
other dissidents — some of whom had 
taken part in arti government protests 
as early as 1972. 

Over the folloving days, in a graphic 
illustratior of the dizzying pace at which 
political change appears to be coming to 
South Korea, Chen announced he was 
stepping Gown frem the presidency of 
the ruling Democratic Justice Party 
(DJP) — almost certainly in favour of 
DJP chairman and presidential 
nominee Roh Tze Woo — and then 
made nine changes to his cabinet, de- 
signed to zive the government a more 
neutral appearance in the months be- 
fore the scheduled year-end presiden- 
tial election. 

Saying ae wished to preside over the 
country from a "supra-partisan" posi- 
tion, Chua told his countrymen: "My 
ardent desire is wo end the persistent 
malpractices that aave man ox poli- 
tical history once and for all." The presi- 
dent's statement reflected an amazing 
change of mood taa: could hardly have 
seemed pcssible a month ago. He refer- 
red to the liquidation of a “shameful le- 








gacy of the past" and said that the public 
was tired of the “antiquated political 
modus operandi by which leaders broke 
their promises and practised 
habitual deception simply to advance 
their personal interests and partisan ad- 
vantages." 

But the cabinet reshuffle, which re- 
moved all DJP assemblymen, went only 
pes of the way towards meeting Kim 

ae Jung's demand for a pan-national 
government to administer the country 
during the transitional period. Apart 
from appointing 69-year-old Kim 
Chung Yul to a the ailing Lee Han 
Key as prime minister, Chun named 
new men to take over the defence, 
home affairs, education, sport, com- 
munications, science, government ad- 
ministration and political affairs 
portfolios. 


Ki" Chung Yul was South Korea’s 
first air force chief of staff, serving for 
two interrupted terms before his retire- 
ment as a lieutenant-general in 1957. He 
was defence minister for three years in 
former president Syngman Rhee’s 
cabinet and later became ambassador to 
the US (1963-64). He was also senior 
vice-chairman of the Advisory Council 
on Peaceful Unification between 1981 
and 1985 and has been a member of the 
State Advisory Council since 1980. 
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|. was the decision t 
Minister Lee 


¿with Chung Ho Yong, th former home 


| affairs scepter who lost. his post. in 





BE ago followin g disclosure'of a a cover-up in 
the police torture death of a student ac- 
pm a en d n. new 


yet that h 
^I more to a Seon ie power game i in 
“| which hardline Agency for National 
.] Security Planning director Chang. Se 
sk ean lost his post. 
a ung is held i in DE regard by. the 
id. 











ipo ant asset at a time ames 
cers are jittery at the 





bout the prospect of Kim 
1g running for the presidency. 

ily other interesting change 
e removal of Home Affairs Minis- 





of the. presidential secretariat. 


E | backs round will hardly encourage op- | 
-| position leaders looking for an impartial | 


| figure: to take care of election manage- 

| ment. : 

Gp Sources i in the opposition Reunifica- 

4 1 tion Democratic Party (RDP) were 

4 clearly unimpressed by any of the 

.changes. The sources said, however, 

-] that the party would not renew its de- 

1^ mands for a strictly neutral cabinet until 

after both sides have amended the Con- 

| stitution and the Presidential Election 

|.Law, something they hope will be 

achieved by the end of August at the 
latest. 

Kim Dae Jung’s amnesty came a 

week after authorities had released 396 

of 420 people arrested during the June 

unrest, and also another 357 political 

. prisoners taken into custody before 

^] that,among them leading dissident fig- 

> ure Moon Ik Hwan. But the govern- 


oi ment has failed to satisfy human-rights - 





















groups, and while the opposition has 


ired its readiness to push ahead with 
onstitutional talks on the basis of what 


under considerable pressure from the 
atives of those still in custody. . 





when more than 150 dissidents and 
members of an association of families of 
litical prisoners invaded a press con- 
rence being given by RDP president 





that he refrain from further dialogue 
until the issue has been settled. 
~~ The RDP president did demand the 
elease of more prisoners, but gave no 
cific indication of what the party 
would do if authorities failed to comply. 
= He did warn, however: “If it should be- 
| come. evident | that the government's 
concessions so: 








we must warn of c even mcre 
popular resisiance.' 


founding of the republic on 15 August... 
“No circumstance warrants 


| move aheac with the constr tional re- 


ter Koh Kun. His replacement, Govern-. 

ment Administration Minister Chung | 
Kwan Yong, 51, is a former member | 
His | 
with the DIP ower constit Ac 
sions, among thi CN 
position proposal to lower. 


‘softened its previous position and de- - 





t considers to be a show of good faith, it - 


| facing prosecution are like 
"This was-well illustrated on 13 July | 


‘Kim Young Sam and noisily demanded | 


far have only been de- | 





massive 










In a move expected to ada fuel to the 
flames, Justice..Minister Chung Hae 
Chang, a veteran public 2eosecutor, 
later told re porters the goverment had 
no plans to free more political offen- 
ders, despite speculation o* a possible 
amnesty to mark the annive: "sary of the 
























With a disunited opposition 
he runs on his record | | 
he addi- 
tional release of those new serving 
prison terms,” he wes quotee as saying. 
The RDP "finds itself in a ar ficult po- 
sition, caught between its + 












By Hamish McDonald in Sidney 


A ustralian Prime Minister Bob. Hawk 
secured another three years in 
fice in the general election on 11July 
a win that owed most to the disunity 
-the conservative opposition. Inde 
. Slogan “Let's see it through toget 
Hawke carried the day on the. record « 
his previous four years in governmer 
rather. than by presenting any: ne 
policies. l | 
By taking his. Australian Labor Par 
(ALP) team to their third election w 
ir. a row, Hawke achieved what no otl 
ALP leader had done. And by Janu 
next year; when Australia celebrates 
the bicentenary of the landing of th 
| first British settlers, Hawke will hav 
- 4 been prime minister longer. than any 
ing} previous Labor leader. That this recorc 
was only four years and 10 months 
compared with the late Sir Robert Mei 
zies' 16 years on the other side of politics 
— shows the legacy of distrust for Labor 
that Hawke has overcome. - 
isnot by persuad: 
irg Australia to swing Left, but by tak- 
irg the ALP further towards and eve 
across the centre of politics. ' The abrupt 5 
dumping just before the voting of an in- 
dustrial relations bill. that would have 





form talks and address leac 
other related problems in tk 
short time the two sides hav 
while at the same time satis 
dent constituents who playe 
cant role in the 1985 nation: 
elections — andare kely t 
in future political campaigns 
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Pes officials said they 
press their case for fur 
at the same time they are ` 
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age from 26 tọ 18. 
talked about the nacessity 
more constructive approac. 
out: “We a make the p 







thing will become 
Analysts say white the R 
able to keep a rein on mai 
















































intention of relaxing their 
the government and; may ve 
tinue their demands for the 
of a constituent assembly. 
At the centre of the co#troversy is | 
the troubling discrepancy t 
official tal'v ef political 
which stands at 20€ — plu: About 400 
others in the court system —- and. the 
900 Peines which the Nat 








Bal. jones an Hawke's * campai 
speeches were just two signs of E 
move out of traditional territory. — — 
The ALP's election. campaign. wa: 
generally conceded to have been a 
triumph of modern marketing tec 
nque — in which the political "pr 
duct" was created to satisfy crucial vot 
blocs. Intensive, precisely targeted po 
te identify sectional concerns we 
Icwed up. with appropriate m 
ages to show Hawke's symp: 
stead of just making a speech abo 
environment, for example 
paraded before TV crews in. re 
and beach areas threatened by devel ) 
ments. id 
~ Compulsory voting, resulting. in al 
| but about 5% of eligible voters turnin 
out, gives the politically nbn the 
single-issue. voter, and the waverers 
more importance in Australia thar 
would otherwise occur. In this electio 
the ALP's hard work on loosely cor 
mitted voters in marginal e 
paid off. -Despite an overall na 
swing against it of more than 1 
reduced its pieudus 3% leg 


























govern ment bs. 
about 50 of those Mb. on ‘tial or still 


leased, the NCCK Human F hts Com- 
mittee says. the governm 
are to have any real mean 
term prisoners m three categeri 
be released. These are: E 
> All students, no matter wi 
they face. * 
> Alldetaineeswhc haven confessed 
in open court tc being comraanist sym- 
pathisers and against whos? the pro- 
secution has been unable te ori 

roborating evidence. 
» All prisoners, particulari those be- 
longing to the urban poor, wh rhave been 
didis for dishirhing publica eer. 
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Victotia, while pick : 
.the Liberal Party in Tasm 








in traditional areas. of suppo |[-— Trea- 
surer Paul Keating suffered a 696 swing 


which most effort was concentrated. 















most difficult battleground. that gains 
re made which turned a retreat into a 
prising advance. In Queensland, the 
P picked up three, possibly four 











itory, Labor also appeared likely to 
. Hawke thus makes a net gain of 
ee to fourseats on the previous 82 in 








- als down one or two seats from 45 and 
the Nationals down two from 21. The 
ALP majority thus meng from 16 to 
22 or 24. 













hat Gucenciand — along with the 
.'& only other state with a non- -ALP state 
government, Tasmania —- defied the 
national trend by swinging towards 
Labor, was attributed by almost. all 
nalysts tothe split in the former 
iberal-National coalition caused by 









































etersen. All, that is, but Bjelke-Peter- 
mself, who refused to accept the 
heaped oi on chim: by bitter fellow 


MEY  carried- -beyond 
d mo todos the weakness 


t | Petersen spit, Howard was unable to | 
| | produce any clear economic policies be- 1. 
/ | fore Hawke decided to call an election 





against him in his working- -class seat in. 
.Sydney's southwest — but lost only a lit- 
tle ground in the swinging seats on 


. But it was in Labor's perennially | 


— some results are still to be con- 
:d — from the conservative Liberal | 
ni National parties. In the sole House | 
epresentives seat in the Northern |. 


e 148-member House, | WIS the Ber: . tion Howard previously backed), ithe 


"WHAT A DIFFERENCE A JOB MAKES 


ueensland Premier Sir Joh Bjelke- 





bench. Then after the Bjell 


eight months earlier than necessary. 
Howard’s steaciness carried dum 


"well during the campaign, but he was 
unable to cever these weaknesses. His | 


long-awaited tax policy was heavy on 
promises of income tax cuts but gave 


only vague details cf how they would be | 
paid for. Tris coale only appear either 


threatening (to those who believed 


Howard would cat welfare spending to. 
pay for the tax cuts. or irresponsible (to 


those who zhoughr he would increase 
the budget deficit). A glaring error in 
proposed revenue savings by shadow 


treasurer Jim Carlton compounded the 


problem. 

Had the conservatives remained 
united, and presen:ec their tax policies 
well in advance (perhaps grasping the 
nettle of a new con-umption tax, an op- 


lead they inioved in the opinion polls 
up to late last year might well have held 


up througk the eections. Helped by 
economic | 
trends, Hawke voa his election gamble 


some lucxy short-term 


chiefly by sunning on his record. In the 


short term at least, Hawke offered stab- 


ility and Hc ward disruption. - : 
Although wo:rtzd that Labot i is com- 


placent in the face cf further possible | 
Slides in Australas terms of trade and | 
-critical of iacreased businesses taxes, fi- 


nancial markets: greeted Hawke’s win 
with relief. On the ‘irst trading day after 


the elections, the Australian dollar rose - 
and the overall sharemarket index hita- 


new record 
. Not having been pushed to compete 


-with Howa-d in promises, Hawke starts 
his new term unencumbered. Priorities - 


will include the budget for 1987-88 due 
in mid-Sep ember. a cutback in the civil 
service, and labeur market and domes- 
tic aviation reforms. The..new parlia- 


IS s | ment will frst helc a joint sitting of the 





balance « of power 
 identity-card scheme, the 
| which by the Senate had been Hawke's 


of the f 
1 economic co 


| ble. toa coh 











rejection of 





excuse for a “double-dissolution” ef 
both houses. | i 


j? a poe ledio cabinet reshuffle, 
Hawke created 16 British-style "super- 
ministries", out of the previous 26 
portfolios, giving broadened responsi- 
bility to proven performers. In. the |. 
major change, the Trade portfolio was |. 


split with Foreign Minister Bill Hayden 


getting charge of trade policy and Indus- |. 
try Minister John Button export promo- 
tion. Former trade minister John Daw- 
kins replaced Susan Ryan in education, 
with employment and industrial train- 
ing added. Distribution of 14 junior 
ministries caused turmoil as ALP 
machine bosses such as the rightwing's 
Sen. Graham Richardson moved in to 
distribute. patronage. One loser in the 


process, Environment Minister Barry 
|| Cohen, was- particularly. bitter. and 
| said publicly that there were people on 
: | the Right of the party who apparently 
- |. would mindlessly do anything to please 
^| Richardson. 


Meanwhile, in the Liberal Party, the 
leadership will shortly come up for con- 
tention, under party custom following a 
defeat, and Peacock is girding himself 
for an attempt to topple Howard. But 
while many Liberals acknowledge his 
potential as a conciliator, some also 
think him unlikely to mark outa clear 
path for the next three years. 

Other possible contenders could be 
Victorian MP Ian MacPhee, a former 
minister in Malcolm Fraser's govern- 


ment, put on the backbench in Ho- 


ward's recent purge of alleged “wets,” 
while West Australian .. Sen. Fred 
Chaney could stand for deputy leader as 
precursor to another attempt to move 
into the lower house and bid for the 
leadership. Both command respect 
across party lines for their experience, 
ability and personalqualities. ^ 
Elders IXL chairman John Elliott, 


: currently the Liberal Party's treasurer, 


is expected to stand for party president, 
the ‘top machine position, 


ing after a gaffe-prone term. This eleva- 
tion could further prepare Elliott for 
entry into. pones when the opportunity ; 
arises. ^ o gu 
Following. the success of. the: am- ccf 
paign, Hawke is at the pinnacle of his | 
career in what he h | m d could be | 













Wales ahd. Mictoria » 4 
the Perd y lose iis. m pes 





| tios pu : 
on an upswing three years | 
ing majority cut toabout 1% | peti the 
incumbent government. enu vulner: | 





replacing | 
John Valder, who retires to stockbrok- 






ir impact on world affairs. 


P. 'or readers throughout Asia, this new sectic 
e the most Ea oo in current 


dof Asian events as s they y har 

ery week from July 18th, ga 

vou ca read The Economist's 
opiniea on Asia, even though - 


anion may not be yours. 
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HONGKONG 


Sense and censorship 


Films must not offend Peking 


By Emily Lau in Hongkong 


Ex Hongkong Legislative Council 
(Legco) on 8 July — despite some 
protests — rubber-stamped interim 
regulations to legalise its censorship of 
films which might embarrass China, 
which reclaims sovereignty over the Bri- 
tish colony in 1997. 

The overwhelming pro-government 
majority in the largely appointed coun- 
cil rejected arguments that the law 
would erode Hongkong's freedom of 
expression and might even be in breach 
of the International Covenant on Civil 
and Political Rights. 

At the same session of the council, 
Attorney-General Michael Thomas 
also refused to consider a request that 
he invoke the controversial new powers 
he has under an amendment to the Pub- 
lic Order Ordinance to prosecute an of- 
ficial Chinese magazine, Outlook 
Weekly, for publishing “false news.” 
The call for the prosecution, by critics of 
the law, was intended to demonstrate 
publicly that not only was the law im- 
practical, but that the government was 
being selective in its application, defer- 
ring to Peking over this as well as over 
the censorship issue. 

The controversy over film censor- 
ship arose in March when the Asian 
Wall Street Journal revealed that the 

overnment had been censoring films 
or 34 years without legal authority and, 





Offering no defence 


despite this having Deen pointed out by 
its own Legal Dep: rtment, had agreed 
privately nct to tale any action to reg- 
ularise the position. Following the reve- 
lation, the z0vernment introduced the 
Film Censarship Bill, 1987, which will 
give it power tc tan films which are 
"seriously rrejucic-al to good relations 
with territeries outside Hongkong." 
The bill will not be »assed until the next 





Thomas; Lee: further 2resion. 





Britain explains role of Hongkong garrison tc Chine 


he British Government told China 

this month there was no need to send 
an equivalent number of People's Lib- 
eration Army troops to Hongkong to 
replace the  12,500-strong  garrison 
stationed in the territory after its return 
to Chinese sovereignty in 1997. 

The role and function of the British 
troops in Hongkong and how they can be 
withdrawn gradually without affecting 
defence and public order, was discussed 
at the seventh round of the Sino-British 
Joint Liaison Group (JLG) meetings 
held in London from 7-10 July. The JLG 
is a diplomatic body to liaise and consult 
on the implementation of the 1984 Sino- 
British Joint Declaration. 

According to the terms of that agree- 
ment, PLA troops will be stationed in 
the Hongkong Special Administrative 
Region (SAR) after the handover for 
defence purposes only; expenditure for 
the military forces is to be borne by the 
central government, with the SAR gov- 
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ernment being responsible for main- 
taining local pub'icorder. 

Chinese leader Deng Xiaoping said 
in 1984 thatthe PLA would definitely be 
stationed im Hong-ong after 1997 as a 
symbol of sovereignty. However, since 
the PLA ccnjures ap visions of military 
state and -uthless suppression, many 
Hongkong people are keen to ensure 
that the PLA would be kept as far away 
from the uman area as possible. 

A Honzkong Government source 
said the British team inthe JLG, headed 
by Robin McLaren, a former Hongkong 
political acviser. Fac explained to the 
Chinese side duriag the July meeting 
that only one-thirc of the garrison was 
involved im military affairs. The rest 
were ancil ary staff such as medical, 
transport and other support units. The 
source saic the hage support services 
were required because the British 
troops were 12,000ikm from home base. 

The PLA troops to be stationed in 
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Legco session later this year, necessitat- 
ing the interim regulations. Since 1973, 
about 20 films have baen banned ôn 
political grounds. Eleven of these 
were about China, seven made in 
Taiwan. 

Chinese officials in Hongkong af 
known to have protested to the govern- 
ment over films which they considered 
objectionable. One example, the 
Taiwanese film The Coldest Winter in 
Peking, about the Cultural Revolution, 
was banned after being shown for 
only one day, following a Chinese 
protest. 

Some films have been banned or cut 
at the suggestion of the political adviser, 
a senior British official seconded from the 
Foreign and Commonwealth Office who 
deals with the territory's 
relations with China. 

Hongkong film-mak- 
ers urged the government 
to abolish political film 
censorship and not to 
limit. their. freedom. of 
expression. Film-industry 
spokesman Peter Lam 
said if a film had to be ban- 
ned on political grounds, 
the decision should be 
taken by the governor- 
in-council, the highest 
policymaking body, rather 
than by a civil servant. 
Lam said most film direc- 
tors in Hongkong were 
very practical and few 
would want to make poli- 
tical films, but they should 
not be deprived of the 
freedom to do so. 

Frequent government 


Hongkong could be serviced by the mili- 
tary in neighbouring Guangdong, since 
the SAR will become a part of the 
Guangdong military region, and there- 
fore only several thousand PLA troops 
should be stationed in the SAR, the Bri- 
tish team had argued. The source said 
the British Government did not know 
what the planned PLA deployment 
would be after 1997, 

The source said it was important to 
explain to the Chinese what the British 
garrison did and how its phased pullout 
would not affect normal life in Hong- 
kong. The British side stressed to the 
Chinese there was no question of having 
no British military presence in Hong- 
kong before 1997 and insisted there was 
also no danger of running the garrison 
down so that its presence becomes 
meaningless, the source said. 

Apart from assisting in stopping il- 
legal nue ants (IIs) from China and 
dealing with. civil disturbance, the Bri- 
tish military has a strong symbolic 
value. To the local people, it is a sign of 
British presence and commitment to 
Hongkong. To the Chinese, it sym- 
bolises London's commitment to pre- 
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critic Martin Lee, during the Legco de- 
bate said that if political censorship was 
permitted in films, it might in future be 
extended to other media. "If one free- 
dom is lost today, no other freedom is 
safe in the future," Lee said. But 
TRomas argued that the removal of poli- 
tical censorship might result in the 
showing of films which were blatantly 
hostile to other countries and this might 
lead to public disturbances or even an 
attack by a foreign army. 


hief secretary David Ford said the 

purpose of political film censorship 
was to prevent Hongkong from being 
used as a "propaganda base against 
other territories," clearly a thinly veiled 
reference to Taiwanese films about the 
mainland. He said the banning of one or 
two political films a year was “a reason- 
able price to pay" for ensuring good re- 
lations with other territories. 

Legco member Stephen Cheong ac- 
cused critics of the bill of sowing "seeds 
of mistrust" in both colonial and post- 
1997 administrations. He warned the 
proposal to end political censorship in 
films would "run the risk of leading 
Hongkong down a path of open con- 
frontation." Another strongly pro-gov- 
ernment member, Rita Fan, said politi- 
cal censorship was necessary to pre- 
vent Hongkong from getting embroiled 
in international political contro- 
versies. 

Critics of both political film censor- 
ship and the press law (REVIEW, 26 
Mar.) claim they represent a gradual 
erosion of Hongkong freedoms in the 
run-up to 1997. The amendment to the 
Public Order Ordinance, which made 
the publication of “false news" likely to 





serving prosperity and stability in Hong- 
kong and implementing fully the terms 
of the joint declaration. 

The Chinese were told the military's 
role of apprehending Ils would be 

adually taken over by the police. 

imilar work across the border is also 
performed by the police so there was no 
reason to assume that such a role in 
the SAR would be taken over by the 
PLA. 

The British had explained to the 
Chinese in earlier JLG meetings of their 
intention to expand the 25,000-strong 
police force to 30,000 by 1997 to take 
over some of the work of the military. 
The expansion would mostly be in the 
police tactical unit, an arm of the force 
dealing with civil disturbance. 

The British also tried to explain to 
the Chinese in the latest meeting that 
the garrison had a long colonial history 
and part of it was archaic and should not 
continue after 1997, such as giving the 
Commander British Forces a seat on the 
Executive Council, Hongkong's highest 

licymaking body. Chinese officials 

ad no comment to make on the garri- 
son talks. — Emily Lau 


FAR EASTERN ECONOMIC REVIEW e 23 JULY 1987 








cause alarm to the public an offence 
punishable by up to two year-imprison- 
ment, brought strong protes from the 
press and members of the lezal profes- 
sion. 

Since it was passed in March this 
year, Thomas has issued extensive 
"guidelines" spellingout the —r: of situ- 
ations under which he woulé or would 
not authorise a prosecution The Out- 
look Weekly mciden: (REVIEW, 2 July) 
has been used by critics as a means to try 
to embarrass the governmer over the 
law and its application. 

Li Hou, a deputy direcor of the 
Hongkong amd Macau Affows Office 
was quoted ia the overseas edition of 
the official Chinese magazine — 
published in Hongkong — as saying that 
the introduction of direct exctrions to 
Legco in 1988 would be a breach of the 
spirit of the S:no-British Joins Declara- 
tion. After strong reaction @ the re- 
mark, Li denied that ne had sæd it. 

The pressure group known as the 
Hongkong Observers and oer critics 
of the press law urged the atterney-gen- 
eral to prosecute the magazine for caus- 
ing alarm. Thomas refused, ying the 
law was aimec at "irresponsib-* publica- 
tion of blatant falsehoods” oad would 
only be used as a las: resort. de added 
that disputes about what was said in in- 
terviews with reporters showd not be 
within the scope of the law. 

Critics saic that ir refusing te prose- 
cute, Thomas had given nes reasons 
which were net included in t» law nor 
in his guidelines. They also suggested 
that if the Chinese authorities were per- 
ceived to be above the law, it»wculd en- 
danger the integrity of the ruleof law al- 
together. i 
































MALAYSIA 
Playing to 
the gallery 


MCA chief recalls 
the minority's rights 





By Suhaini Aznam in Kuala Lumpur 
qe erosion of the Chinese position in 

a Malay-dominated country is a 
touchy subject here, inspiring much pri- 
vate and public discussion over the past 
year. Not surprisingly, the Malaysian 
Chinese Association (MCA), the 
largest political representative for the 
country's 4.5 million ethnic Chinese, 
turned the spotlight on that same sub- 
ject at its 34th party assembly from 10- 
12 July. 

But a few bold words and the un- 
flinching stand adopted by the MCA's 
incumbent leadership — reinstated with 
sweeping electoral margins — pre-empt- 
ed any fire from delegates so that over- 
all, the assembly turned into an unusu- 
ally tame affair. 

“In a multiracial country, all must al- 
ways remember that democracy is not 
just majority rule," said party president 
Datuk Ling Liong Sik to hearty 
applause from the floor. “Democracy 
also ensures protection of minority 
rights and interests. " 

The MCA's 1,541 delegates wel- 
comed . Ling's  uncharacteristically 
pointed address all the more because 
Prime Minister Datuk Seri Mahathir 
Mohamad, there to open the assembly, 
was sitting at his side. 

“There m an increasing trend to- 
wards indifference to the sensitivities of 
others," said Ling in an obvious re- 
sponse to the United Malays National 
Organisation (Umno) Youth's vocifer- 
ous attacks on the MCA in the past 
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year — since the 


with only 17 of its 32 contested seats = 


in the 1986 general election, compared 
with Umno's sweep of 83 of 84 con- 
tested seats. 

"The creeping arrogance of power 
and the never-ending quest for power 
has made some of our political leaders 
and civil servants strive to be racial 
heroes in their own communities," 
added Ling. “It is so easy to play to the 
gallery." 

Ling might himself have been partly 
playing to the gallery, since his speech 


was delivered just hours before dele- | 


gates cast their votes. Ling was re- 
turned to office with a thumping 1,289 
votes, easily beating off challenger 
Datuk Neo Yee Pan who polled 231 — a 
crushing, though not unexpected blow 
to Neo's bid for a comeback after having 
been ousted as acting president in 1985. 
A third candidate for the party leader- 
ship withdrew just before the vote. 
Ling's victory — and the victory of 
his endorsed “president’s men" — were 
important as an indication of the party's 
acceptance of their middle-of-the-road 
stance. Ling, the mild, soft-spoken dep- 
uty who had had to assume responsibil- 
ity when former president Tan Koon 
Swan was found guilty of abetment of 
criminal breach of trust by the Singa- 
pore High Court last year, prover 
tia 


wrong those sceptics who initially saw 


PHILIPPINES 
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—] MCA, criticised one delega 
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te, was al- 
pst reacting to events after they ocgir- 
red — “putting out one“fire while a new 
one started" — rather than anticipating 
problems and preventing their out- 
break. e 


he leaders got off easily. The MCA's 
major troubles of the past two 


| years — with several party leaders fac- 





him as a stop-gap, single-term presi- 
dent. 

Racial strains have been aired more 
openly in the past year or two, and the 
MCA, with its admitted “moderate 
role,” has ost ground to the strident op- 
position Democratic Action Party. The 


Retirement wrangles 


Intelligence chief’s dismissal fans army discontent 


By James Clad in Manila 


Philippine President Corazon Aqui- 
no's dismissal of the staunchly anti- 
communist chief of her top intelligence 
agency has fanned discontent within 
Armed Forces of the Philippines (AFP) 
factions. Discontent over AFP chief of 
staff Gen. Fidel Ramos, in particular, 
has increased in the wake of Brig.-Gen. 
Luis Villareal's sacking and other recent 
changes within the armed forces. 
Villareal has reacted badly to losing 
his job as National Intelligence Coor- 
dinating Agency (Nica) director-gen- 
eral. The 74-year-old former soldier, 
who also heads the Philippine chapter of 
the World Anti-Communist League 
(WACL), wrote to Aquino on 3 July re- 


'jecting a board seat in a government- 


controlled bank. A source in Aquino's 
office called Villareal's letter "sarcas- 
c 

Villareal's departure comes amid in- 
tensifying disputes within the AFP 
about who among its high-ranking offic- 
ers over 60 years of age will fade away as 
"retirees" and who will become “exten- 
dees." So far the cut-off barrier has 
been lifted just once: Ramos, now 59, 
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has a constitutiorally entrenched term 
of office expiring enly in 1990. 

The 75 other officers ranking 
brigadier-general or above have no such 
waiver. O3 27 juae Aquino confirmed 
that depu:y AFP chief of staff Maj.- 
Gen. Salvador Mison and army chief 
Maj.-Gen Rodol'o Canieso, both over 
60, would -etireatthe end of the month. 
Philippine Constabulary (PC) chief 
Maj.-Gen Rena o ce Villa, 52, re- 
placed Mison, an army man. Brig.-Gen. 
Restituto ?adilla, 54 years old and head 
of the AFP’s Southern Luzon Com- 
mand, took over Canieso’s job. 

These »romot:ons have not pleased 
officers close to Vilareal's brand of 
thinking. They think Brig.-Gen. Cesar 
Tapia, commander of the newly formed 
Southern Command, or another army 
officer should have filled Canieso’s slot 
instead. Ce Villa's move up also upsets 
those whc fear an upper echelon “PC 
mafia" (Ramos served as PC chief for 
12 years unt] 1986) running the 
AFP. Some olcer officers are lobbying 
for Tapia eventwally to take Ramos’ 
place. 


ing corruption charges, the loss of confi- 
dence in its investment arm, Multi-Pur- 
pose Holdings, whose stocks at one 
point were trading as low as 47 M cents 
(19 US cents) and Chinese voters’ rejec- 
tion of the MCA in the 1986 general 
election — were largely ignored by dele- 
gates. There was so little inclination to 
examine these protentially divisive is- 
sues that the final day of the assembly 
was shortened to a half-day session. 

But it would have been a very differ- 
ent assembly indeed had the ruling Na- 
tional Front coalition, dominated by 
Umno, rejected the MCA formula to 
compensate depositors burned by the 
collapse of the deposit-taking coopera- 
tives, conceded newly elected MCA 
Youth chairman Datuk Yap Pian Hon. 
The MCA had gone so far as to threaten 
to quit the coalition if the formula had 
been rejected (REVIEW, 9 July). As it 
happened, the government on 6 July 
agreed to a full refund by 1990, just one 
week before the assembly. 


While most complaints about Ramos 
have a stale air to them, what differs is 
the vehemence with which old charges 
are being repeated. The chief of staff is 
criticised for having had no combat ex- 
perience apart from a short Korean War 
stint. He is said to have spent far too 
much time in the PC where during the 
former regime he became, as has de 
Villa, concurrently AFP vice-chief of 
staff. 

Ramos, who became chief of staff 
after Marcos’ ouster last year, is also 
described as “vacillating,” as “suffering 
from an inferiority complex" vis-a-vis 
his combat-experienced subordinates 
and as favouring a PC clique comprising 
old paratrooper buddies. Some of his 
immediate subordinates hint at him 
having presidential ambitions. 


So: of the barbs have become very 
personal: one circular making the 
AFP rounds shows an election campaign 
photo of Ramos posing next to his sis- 
ter, Leticia Shahani Ramos, who ran for 
the digni me senate earlier this year, 
and won. On the ee side of the cir- 


cular: a copy of Ramos’ election-time 


order prohibiting AFP personnel from _ 


engaging “directly or indirectly in any 
partisan political activity.” 

Analysts caution that bigger issues 
than the retiree and promotion con- 
troversies lie behind the clash of brass. 
Some foreign military advisers see 
major decisions about military tactics 
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Having congratulated the leadership 
on its able handling of the cooperatives 
bdilout, delegates seemed happy to 
leave most other items on the MCA 
agenda to the leaders to solve. 

The resolutions put forward, among 
fthers, urged the government to: 

» Employ more Chinese and Indians in 
the civil service and armed forces to re- 
flect the country's racial composition. 

» Increase funding for new villages, 
making more land available for their ex- 
pansion and extending the life span of 
temporary occupation licences granted 
to new village residents. 

They also called on the MCA leaders 
to: 
» Ensure that amendments to the 1961 
National Education Act and any 
changes in the national school cur- 
riculum not Digg ttes the position 
of the Chinese language and educa- 
tion. 

» "Be vigilant against and reject any 
moves that would undermine the secu- 
lar basis of the Malaysian state" — in 
other words, any efforts towards setting 
up an Islamic state. 

But. paramount among delegates' 
concerns was the possible continuation 
of the controversial New Economic Po- 
licy (NEP) — a reverse discrimination 
prey in favour of the economically 

ackward Bumiputra — after its expiry 
in 1990. Ling suggested that the NEP be 


against communist now 
hanging in the balance. 

Ider AFP combat veterans are 
often openly contemptuous about what 
they call the “garrison habits” of the PC. 
Said one army officer: “By moving into 
permanent barracks during the 1970s 
the PC became ill-disciplined, with all 
the faults garrison troops normally have 
— soft, out of touch with local people 
and abusive." Villareal has well-known 
views in this matter. “Burn all the bar- 
racks," he has said, only half in jest. 

Defence Secretary Rafael Ileto, Vil- 
lareal and other older officers want to 
downgrade the PC to normal constabul- 
ary duties and confine the tough field 
action to the army. The idea is that 
fewer converts to the communist New 
People's Army will occur if more profes- 
sional troops are used. 

Chances that the PC will happily ac- 
cept this subordinate role seem di- 
minished by Ramos’ ascendancy and 
de Villa’s promotion. Nonetheless, old 
hands recall how one former chief of 
staff in the early 1960s, also seen as 
overly solicitous of the PC, lost his job 
abruptly while travelling overseas. At 
that time errant PC troopers, then as 
now accused of shoddy professionalism, 
were thrown into “combat teams” 
working to much tougher discipline. 

Villareal says he has worries about 
Nica's future. In an interview he said 
former president Ferdinand Marcos 
used Nica (then called the National In- 


insurgents 
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replaced by another 2f)-year blueprint, 
a "Malaysian Unity Plan," Bis time in- 
volving all races in the country’s econo- 
mic programmes and targes. Further- 
more, the proposed plan shamid carry “a 
clear enunciation of basi- freedoms 
guaranteed to all Malaysans," said 
Ling. 


mno has advocated the continua- 

tion of the principles cf the NEP, 
under a new name, with inareasing fre- 
quency. Malaysia's Chinesewvommunity 
is equally set against its cons uation. A 
sensitive subject, the MCA * NEP task 
force has submitted a 122-3sge report 
on the policy's implementaon and its 
effects on the Chinese community to 
party leaders, who are suppesed to raise 
salient points with the rest of the Na- 
tional Front leaders. 

What reception they wiil receive, 
however, is uncertain in the current cli- 
mate. Mahathir himself, in ws opening 
address warned componens parties to 
be “careful in making demands lest we 
be labelled extremists.” “Hf a loaf is 
better than no bread," he sud, adding 
the reminder that “other too must 
guard their owmeredibility, «ad must re- 
ceive the other half.” 

Mahathir also noted a decline in tọ- 
lerance and ceoperation beween coali- 
tion parties of late, where strident 
voices spoke up “without -onsidering 


telligence Security Agency, ar Nisa), as 
a "gestapo." After taking over the 
agency in August last year Villareal 
added 40 civilian analysts © a staff of 
about 400, a meve he said would bring 
Nica back to “strategic inteligence,” — 
such as supplying intelligence about the 
communist-dominated Nati#enal Demo- 
cratic Fronts overseas acawities, for 
example. 

Villareal's defenders say we became 
a victim of Aquino advises allegedly 
"soft on communism,” notz»ly former 


the effects of their hasty actions.” The 
parties should discuss differences pri- 
vately and not allow their “public post- 
ures” to complicate solutions 

Race relations are complicated 
enough in any case and opportunities 
for misunderstanding rife. the public 
postures of vocal young politicians have 
not helped. The MCA Youth assembly 
on 10 July posed a resolution condemn- 
ing a small group of Umno youth lead- 
ers for their “racial utterances,” which, 
they said, had hurt the dignity of the 
Chinese community and injured inter- 
racial harmony. That brief con- 
demnation in turn prompted an Umno 
Youth executive committee meeting 
on 14 July, which declared that it 
would not compromise on agreed prin- 
ciples. 

The MCA Youth wing was appar- 
ently referring to urgings by a Perak 
Umno Youth leader, Tajuddin Abdul 
Rahman, together with seven other 
Umno Youth leaders on 10 June, that 
MCA deputy president Datuk Lee Kim 
Sai be dismissed from his post as labour 
minister. Lee was credited with carry- 
ing the torch for the MCA’s coopera- 
tives bail-out demands. In Lee's de- 
fence, Ling had stressed then that if any- 
one saw the MCA as “just mere passen- 
gers not allowed to voice our views and 
to contribute towards this cause, then 
they are sadly mistaken." Oi 


executive secretary Joker Arroyo. 
Some see Ramos’ hand in the sacking. 
But Villareal’s detractors said the 
calibre of Nica's intelligence had fal- 
tered under his direction. One source 
said bluntly that the hardline anti-com- 
munist (who regularly attends WACL 
meetings in Taipei and the US) was 
“past it.” “They say I am an ultra- Right- 
ist,” Villareal told the REVIEW on 11 
July. “Well I've fought the communists 
all my life — does not that make you an 


anti-communist?" A oO 
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“By Nayan Chanda in Washington 7 


.€os was planning to mount an armed in- 
asion of the Philippines, the Reagan 
dministration has restricted his move- 
ment and threatened to put him in de- 





he Aquino government. 











| plot by Marcos to land in the Philip- 
nes with tanks, guns, missiles and a 
0, 000-man force to seize power. Out- 
ines of the plot were contained in sec- 
etly taped conversations Marcos had 
vith a US lawyer and a businessman 





)ruments in his own handwriting. 

awyer Richard Hirschfeld and. busi- 
ssman Robert Chastain obtained the 
minating evidence by pretending to 
borate with Marcos. They then 














rn, the legal counsel for the State De- 
partment, Abraham Sofaer, accom- 
_ panied by a senior Justice Department 
official, travelled to. Hawaii to meet 
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2 2 itl Keith-Reid in Suva 


he last chapter on the. LNE US 
vs Pacific islands tuna war is being 





the making seems. likely to be in op- 
eration by the end of August. But the 


astrategy for dealing with Japan 
Japan's fishermen, who hav 





dreds of millions of dollars worth of 
tuna from the Pacific since the 1950s, 
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negotiating coun 
stead of getting 









By y avqjding the 





Exposedi invasion plot puts Marcos ir 


n the wake of allegations that former. 
| Philippines president Ferdinand Mar- 


ntion if he continued to plot against. 


"The US action followed disclosure of | 


who had posed as arms merchant, and in. 


Fees over the tapes to the US Govern- IE 


“To underline the gravity of US one 





| Marcos. Sofaer not only conveyed to - 


written. as a multilateral treaty. which 
.has been over two-and-a-half years in | 


first chapter of what could be a much | 
longer epic is taking shape as officials at | 
the Honiaria headquartersof the Forum | 
Fisheries Agency (FFA) try to work out | 


reasonably free hand in ‘scooping hun- | - 


hate the thought of being trapped by the 


unrestricted Ame- f 





o pan with | Japanese tena flee. in January st it fired 








in us querantine 





-Marcos Reegan’s personal message ex- 
pressing “deep disappointment” 
. the manner n which Marcos had abused 
his status as a gues. of the US Govern- 


with 


ment, but ako told aim that his freedom 
to travel was being. curtailed. 
"Adminis:ration sources told . the 
REVIEW thzt when Marcos was. allowed 
into the US last year he was informed 
that he would be avle to travel outside 


| the US oncenditioz that a third country 
| was ready to receive him and that the 


Philippines Goverrment did not object 
to his travel. On 6 Jaly Sofaer presented 


| Marcos with a wrtter order obliging 
him to seek prior approval of the Im- - 
migration and Naturalisation Service - 
| (INS) before leaving the Hawaiian is- 
. land of Oahu and te travel only by com- 
‘mercial airlmer. i l 
B :estifyirg. before congress 

where members demanded that Marcos 


Later, 


be charged with violation of the US 


Neutrality Act, which prohibits the use 


of US territory ^or military action 
against a friendly :ountry, Sofaer said 


that Marcos could =nd up in an INS de- 


tention cemre “if he takes steps that we 
believe war-ant that outcome. | 





i ese € ane ad ia O island nego- E 


; that the fishing is not good and 


“that they cannot possibly afford to pay - 
‘more than US$ 1 million or so, and quite - 
likely a bit less, forthe privilege of fish- 
‘ing in an island nation’s 200-mile exclu-- 
sive econornic zone. More importantly, 


the Japanese, hypersensitive about part- 


ing with data thet eommercial rivals | 
| would like, have remained free of irk- 
a some catch-reportiag rules. — 7 

The Japanese watched with concern. 
as the US, in placating the island na- 


tions, agreed that ia future its once free- 
booting purse-seiners would carry FFA 
observers aboard their. ships; 


report their arriva: and departure from 


a- | each zone to the n.tional authority and | 
er.| to the agency, and file scientific data | str 
by | and catch records with the US Govern- | ing i 
in- | ment for forwarcing to the agency |i 
within 14 days of getting back to base. 


That adds up tc a mghtmare for the 


| country ‘passport: 


radio | 
catch data to the agency and to the - 
| country in whose zone they are fishing; 









pale of the tapes 

- have evidence of his cont 
to use money and loyalist | 
PEE and destabilis T 



























































dent Corazon hae hostag were - 
given to the US Governm te | 
May (and the Philippines Gover ent. | 
shortly thereafter), it was not unti Me 
more unspecified evidence was | 
| tained that Washington decide to act. 
Sources said that the timing of” 
Sofaer meeting was decided by the fact. 
that Marcos had set 10 July as s the date f 
for his return. | 5 | 






ccording to Hirschfeld s testir : 
-the House Subcommittee o 
Asian and Pacific. Affairs; Marcos ini 
tially hired him to help obt ain a third 
Sve Marcos ! 









soon asked him to solicit. 25 
million’ in a loan from Saud Arabian | 
Prince Mohammed .al-Fassi, one of 
Hirschfeld’s clients and an old. ‘Marcos 
' acquaintance. Hirschfeld said that when 
‘he learned in January that the pur- 
pose of the loan was to buy weapons for 
an invasion force, he feared that he 


_. | could bes seen as s “aiding or Paver ng [an] 


what: the FFA is interpreting. as. the 


opening shot of a campaign to avoid the 


Americans' fate, That month the Japan- 
ese tuna fleet withdrew from- Papua 
New Guinea's (PNG) fishing zone, one 
of the richest in the region, ostensibly 
because it was unwilling to pay the much - 
higher price being insisted upon by. Port 
Moresby for the renewal of an expiring 
deal. The Japanese not only refused to 
pay more; they tried hard to pay a lot 
‘less, speaking eloquently -of rock-bot- 
tom tuna prices and hard times for all. 

‘But, say island fisheries officials, 

that was both a smokescreen and a 
forerunner of events to come. One by 
one, each island nation now admitting 
Japanese vessels to its fishing.zone will | 
get the treatment of being told, or hav- 
ing it hinted, that they will get no fishing | 
licence revenue at all if they insist ona | 
revision of terms | on: multilateral lines, 
the officials. said. 











| T* FFA expects the TRT to "get 
quite rough," as one senior official | 
put it. Anindication of that was givenin | 
January when, after rture.- of 
the fleet from: PNG, the Fi iS- 
tryin Tokya pute out; i 

















F oreign Minister ; 
iefly visited Fiji and: 
e region | his cou 
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illegal act” and advised al-Fassi against 
providing the loan. 

With al-Fassi's approval, he not only 
divulged the plan to the US Govern- 
ment but agreed to play Marcos along. 
When Marcos was told that al-Fassi 
could not agree to a loan, Marcos 
suggested that al-Fassi offer him a spuri- 
ous US$200 million line of credit to en- 
able him to disguise the transfer of his 


deeply and generously involved in the 
development of the South Pacific, the 
opening shots of the new fishing war 
were curiously timed. 

In Suva, Kuranari assured an audi- 
ence of government leaders, diplomats 
and officials from numerous regional 
agencies that above all Japan wished to 
demonstrate its understanding of the 
country's "fragile eco- 
nomy, lack of the ad- 
vantages of economies 
of scale" — a condition 
common to almost all 
island countries in one 
degree or another. 

"Japanese fishing re- 
lations are totally bilat- 
eral and they want to 
keep it that way," said 
an FFA official. “It's 
not in Japan's interest 
to encourage some kind 
of broad front like the 
Americans did. We ex- 
pect them to make 
moves to block the 
flow-on of the treaty 
with the Americans to themselves." 


» Tom Lansner writes from Honiara: 
The five-year treaty will bring at least 
US$60 million to FFA nations, in 
whose waters sophisticated American 
fishing boats expect to annually harvest 
over 200,000 tonnes of tuna, worth 
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own money from secret ac-ounts. Ac- 
cordingly a loan agreement was signed 
with al-Fassi ^sign[ing] m Arabic, 
without usimz ^is genuine signature 
according :o Hirsehfeld’s evidence.” 
Marcos alsoprow dec a handwritten list of 
weapons tha: he wasted to purchase. 
Although Hirschfeld ar Chastain 
have disclaimed any ulterior motive but 
a concern over an iliegal act against the 


about US$120 million at cur «nt market 
prices. It alse provides for taining and 
technical ass:stance to the i tands’ own 
fledgeling fishing industries. 

The agreement is a boon » the cash- 
Strapped islands, most of *hom con- 
sider offshoretuna as their most impor- 
tant resource. US Government refusal to 
recognise national jarisdictisn over mi- 

gra:ory fish species such 
as tuna led the seiz- 
ure of several Ameri- 
canstuna boats on poach- 
ing charges and subse- 
quent econwmic repris- 
als from ‘Washington 
maadated b» US law. In 
a recent insident, on 5 
May the U* tunaboat 
Tradition wes seized in 
Kinbati waters. Itsown- 
ers bought back the 
confiscated vessel for 
US51 millica and paid 
US5305,00® in fines 
anc penames. The 
Kirnbati Government 
netted snother 
US$300,006 trom the tuna kaats. 

"The general bebef in the US is that 
the Pacific is am American lake. They 
think, "We chased tne Japaaese, so we 
own the place’, said Philip fuller, the 
Samoan director of the FRA. "We've 
been ripped eff for years, are this led to 
anger and wide anti-American feeling." 


Philippines, doubts about entrapment 
hang over the otherwise believable evi- 
dence they have produced. Con- 
gressman Jim Leach praisfd them for 
exposing the plot, but added: “I have 
deep-seated concerns regarding evi- 
dence gathered surreptitiously by pri- 
vate citizens, using false pretenses and 
false representations, particularly when 
the operation has not been sanctioned 
by the US Government and when one of 
the principal motives appears to be pro- 
fit generation." 

esides revealing the military plan, 
the tapes purport to contain details of 
Marcos' various bank accounts, though 
the account numbers were not in the 
transcript released by the House sub- 
committee. The Philippines Govern- 
ment has promised a sizeable reward to 
the two Americans if as a result of their 
information money can be recovered 
from those accounts. But Hirschfeld 
and Chastain have still to reach an 
"understanding" with the Commission 
on Good Government in Manila on 
their reward before they will release the 
tape to the government. 

Until that understanding is reached, 
the master tape remains in a Swiss vault 
where it was placed after the FBI had 
done a voice-print analysis. Meanwhile, 
Manila has named al-Fassi honorary 
consul-general of the Philippines to 
the Kingdom of Saudi Arabia in rec- 
ognition for his services. " 


The failure of the US fishing fleet to 
pay licence fees encouraged some 
forum nations to look elsewhere for rev- 
enues. Kiribati signed a one-year agree- 
ment with the Soviet Union to allow 
Russian trawlers in its waters, but did 
not renew the pact this year. Vanuatu 
will receive US$1.5 million for a one- 
year agreement which came into effect 
in Februarv. 

Soviet entry into the "American 
Lake" finally set off alarm bells in the 
State Department and the Pentagon, 
where spreading anti-nuclear sentiment 
among many islanders was already a 
concern, heightened by allégations of 
Libyan revolutionary activities in the is- 
lands (REVIEW, 2 July). 

The new agreement ameliorates 
most of the islanders’ fishing-related 
rg As a treaty, it supercedes 

S legislation providing for economic 
boycotts and aid cuts against nations 
which seize US fishing craft. And new 
legislation soon to be introduced in 
Congress will include stiff penalties for 
US-registered ships violating treaty pro- 
visions. 

An accepted and mutually beneficial 
presence of 30-35 American tunaboats 
in the islands’ waters will be at least a 
step in salvaging the US’ long-presumed 
political dominance in the Pacific. The 
rift did, however, help establish greater 
cooperation among South Pacific 
Forum nations. Oo 
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Outspoken physicist Fang Lizhi still an ardent democrat 


By Linda Jaivin 


Pp olitburo member Hu Qili reportedly 


heard late last year that some peo- 
ple in China had likened outspoken as- 
trophysicist Fang Lizhi to the dissident 
Soviet scientist Andrei Sakharov. Hu 
Was vd ios to have said that if Fang 
wanted to be "China's Sakharov," he 
could go right ahead, but he would have 
to do it overseas. 

Fang became a major target of the 
campaign against "bourgeois liberalisa- 
tion" early this year, when he was 
kicked out of the Chinese Communist 
Party and stripped of his post as vice- 
president of one of China's most impor- 
tant science universities. He was ac- 
cused of "anti-party" activity, including 
charges that he helped incite the student 
demonstrations of last December. 

Fang had spoken frequently and 
eloquently on the need for China to 
adopt a democratic system based on 
general elections. In 1985 and 1986, his 
views were widely aired in the press, at 
university forums and in unofficial cir- 
culars. After his expulsion from the 
party, however, Fang was denied the 
chance to respond to even the most out- 
rageous criticisms of his ideas in the 
Chinese media. Yet he eschewed con- 
tact with the foreign press. 

Then Fang was given permission to 
leave China — not to go into exile as Hu 
Qili had angrily suggested some months 
before — but to attend a scientific meet- 
ing in Rome. There he broke his silence 
to speak to reporters. His most explicit 
statements are contained in the tran- 
script of a three-hour-long interview 
with the Hongkong-based Cheng Ming 
monthly. 

Chief editor of Cheng Ming, Wan 
Fai, flew to Italy for the interview, 
which took place on 18 June and ap- 
peared in the July issue. Rarely are 
Chinese under attack for political 
reasons allowed to make overseas trips. 
When they are, they are expected to 
keep quiet about sensitive issues. Fang 
not only spoke candidly about his 
plight, but actually reiterated and de- 
fended the views which had landed him 
in trouble in the first place. 

That Fang chose to speak to Cheng 
Ming is even more astonishing. The 
magazine, which specialises in "insider" 
gossip about the Chinese leadership, 
was condemned in a major party docu- 
ment this year for “maliciously attack- 
ing socialism." According to a Chinese 
source, Chinese making official visits 
abroad have been warned in recent 
months not to have any contact with 
either Cheng Ming or The Nineties, 
another Chinese-language monthly 
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deemed to be eounter-revolutionary. 

Fang told Wan that he would be re- 
turning to China because his homeland 
“needed him.” Eut he insisted that he 
had not changed his opinions at all. He 
had, however, become “less optimistic" 
about the prospect of timely democratic 
change. In granting the interview, Fang 
may have been bolstered by the knowl- 
edge that the unpopular campaign 
against bourgeois liberalisation is losing 
steam ever amorg erstwhile propo- 
nents in the leadership. 

Whether he actually had the benefit 
of high-level approva! for his openness 
as well wil! become evident by the offi- 
cial response — cr lack of it — to the in- 
terview in China n coming weeks. Even 
if he had backiag. Fang's statements 
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du Qili; Hu Yaobang: niscatculation. 


show him t» be a person of great inte- 
grity and courage. Returning to China at 
the end of . une, he risked further trou- 
ble by reiteratirzg to foreign reporters 
his belief that “without democracy" in 
China “there canbe no modernisation.” 


TÉ Chinese adership claims that 
the cursent crive against bourgeois 
liberalism does not involve denuncia- 
tion of peeple, only normal criticism. 
Fang disagrees. “In the case of criti- 
cism,” he insists in the Cheng Ming in- 
terview, "you're supposed to have the 
freedom tc defend yourself . . . Now 
we're only allowed to admit our mis- 
takes.” 

Although he claims that he had ad- 
vised the studerts not to take to the 
streets last December, he argues that 
they were acting within their legal rights 





when they 
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decided to demonstrate. Dis- 
puting the official verdict that the dem- 
onstrations were anti-pafty and anti-so- 
cialism, he claims that the students’ mo- 
tives were "good" and "pro-reform." 
Fang suggests that if anyone has turneg 
their backs on socialism, it is the 
Chinese Government for failing to in- 
troduce the kind of grassroots demo- 
cracy, which he says is a basic precept of 
Marxism. 

On the repeated accusation that he 
advocates all-out Westernisation for 
China, Fang says he is a victim of a re- 
verse "Marco Polo syndrome." Just as 
the Italian people refused to believe 
Marco Polo's fantastic tales about the 
Chinese empire, those with limited ex- 
perience of the West in China cannot 
come to terms with the points he has 
tried to make about Western demo- 
cracy. 

Fang agrees with the interviewer's 
contention that Deng Xiaoping's dis- 
missal of party general secretary Hu 
Yaobang was a major political miscalcu- 
lation. The reputation of the party con- 
servatives within China has been so low- 
a ered, he said, you could 
"sweep the floor" with it. 

At one point, he relates 
how Max Planck, a German 
physicist, said that new 
theories in physics only 
gained general acceptance 
when the older, conservative 
scientists had all died. The 
"Planck effect" Fang says, is 
relevant to social reality in 
China as well. If the older 
generation cannot be con- 
vinced of the value of new 
concepts, you can only “wait 
till they all die off" (Hu 
Yaobang got the sack when 
he merely suggested that a 
few of the old leaders retire). 
He praised the Polish people 
for their democratic achieve- 
ments, such as their wide- 
spread underground press — 
a por statement in 
light of Deng's recent ap- 
proval of the Polish Government for 
their crackdown on dissent. 

Questioned about Sakharov, Fang 
says Soviet dissident's predicament is 
very different: he had been "isolated," 
while Fang enjoys great support from 
"every level" of society. In the weeks 
following Fang's expulsion from the 
party, the foreign press reported the 
scientist had received 1,033 letters, all 
but two supportive. 

During the April-May elections for 
local representatives in Peking, resi- 
dents of the district in which various 
higher institutes are located demon- 
strated their appreciation of Fang by 
electing his wife, Li Shuxian, a physics 
lecturer who shares her husband's poli- 
tical beliefs, as their representative. Li 
polled 8,600 votes — a good 3,000 more 
than any other candidate. o 
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(Thames and Hudson 1984). 
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“With IBM, I can sleep well at night.” 


—— Dominic Hui Deputy Computer Manager 
Television Broadcasts, Ltd. Hong Kong 
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: TVB, time — literally — is money. 
ation that brings Hong Kong news an: 
ntertainment through its Jade and Peat 
television channels depends on selling - 


commercial air time to advertisers. 








1 o maximise revenue and satisfy the 
requirements of its clients, TVB uses a _ 

unique sales bidding method. The best. l 
-goes to the highest bidder. 


—. “IBM is a supportive partner. 
We share ideas and try tom ake 

this department "eed serve 
our users.’ 











< Electronically tracking which time has 
been sold at what price is the job of 

——. - Dominic Hui, TVB's deputy computer _ 
manager. To satisfy the demands of his - 

clients, Hui teamed up with IBM. Now 1 








best time goes to the highest bidder. Faster. 







oe With sales activity up, Hui needed more _ 
. capacity. IBM proposed that TVB switch — : 
ts operating system from DOS to MVS, — 





ton ney an incon — 
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1 a smooth transition — and mage. ES 
* B the first Hong Kong g business to 
rade using existing equipment. 



















. IBM: ? The iea. The "bec de s : 


- human resources." 
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> now easily handles 3,000 sales 
imesactions daily, almost twice the number 
“ore the conversion. Capacity problems | 
ed, Hui spends time improving the 
sem so sales people can make even 
^ effective use of it. 
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“The whole dayi is our peak _ 
s in t afford down 
time. I iun [ll get immedi diate 


response from. à BM.” 











x years of service, TVB has gained tl th j E 
idence of the Hong Kong audience. - m 
in ng itself a PEO partner, ] I HM B 








re of the n region's biggest. Imoodosstir i i 
more comfortable. And D Dominic Hi 
# a little easier. "y 
















om Well-traded. Over 100 years of 
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IS While the clipper ships were establish- 
ea aaa ing speed records for bringing tea from 

the East to the West, the Hongkong 

and Shanghai Bank was establishing 

a unique reputation in trade finance. 


Formed over a century ago, we were 
one of the first banks to set up branches 
not only in Asia, but also throughout 
the world. Today we are one of the 
world's major financial institutions, 
with over 1,300 offices in 55 countries. 
We offer a wide range of trade services 
and FOREX-related services: docu- 
mentary credit facilities, collections 
and remittances, performance and bid 
guarantees, letters of introduction, and 
government export credit and insurance 
services. 


We also offer Hexagon, the group's 
state-of-the-art electronic banking 
system, which lets you control all your 
domestic and international financial 
affairs — including Import/Export 

— right from your office. 


For further information on our range 
of services and facilities, contact the 
Imports/Exports Department at your 
nearest branch of the HongkongBank 
group. We'll put your trade on a steady 
course. 


Fam 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 
Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 EMBER 1986 
EXCEED US$91 BILLION. 
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Sheraton Utama Hotel 
Brunel 


The hospitality people of [TTT 


The beauty of Sheraton. At the heart of the great 

at over 500 Sheraton Hotels worldwide Asian and Pacific cities. Truly international gateway 

HONG KONG 3-7393535 KUALA LUMPUR 243-7522 hotels, where the business and leisure traveller meet 
Enjoying unparalleled service and luxury That's the 


instant, confirmed reservations 


SINGAPORE 732-6000 JAKARTA 3807032 


Or see your Travel Agent 


beauty of Sheraton. 
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AMPSELL 1267 












J THE byanan! ibyrinths o of the In- 
donesian Government and its bureau- 
cracy (touched on last week in this col- 
*imn) were nicely illustrated by a decree 
made back in 1985 by the Ministry of 





f Centre in Ung 

|. hundred and fifty-two) | 
. State Fishery School at idoarjo. The 
| decree stated that the minister of ag- 










hat one cow at the training centre and 
52 egg-layers (it was not stated whe- 
ther they were hens, ducks, other birds 
ora combination of adult female fowls) 
were "in poor health," that the raising 
-of these animals would mean a waste of 
tate funds and that, in order to avoid 
the possibility of their death, the said 





View of the necessity to depreciate them 
from the assets of the state, it was also 
necessary to issue the decree. 

The text then went on to cite other 
relevant texts, including the Indonesian 
Treasury Law Statute Book, six differ- 
ent Presidential Decrees and four by the 
‘minister of agriculture himself. It then 

“took into account” a letter from the 
| minister of finance, a letter from the 

Secretary of Agricultural Information 
and Training Board and the payment re- 
ceipt for the sale of the said cow and the 
152 egg-layers. With all this in mind, the 
minister solemnly decided to depreciate 
from the State Assets the value of the 
livestock, Rps 390,000. 

At the time this complicated bit of 

- national bookkeeping was enacted, the 


livestock were worth the. equivalent of 
US$350. 


e DOUBTLESS for reason which T 
TO- | 


seem valid to Jakarta, Indonesia | 
hibits the importation of anything 
“written in Chinese. When, for example, 
a photograph appears in the REVIEW's 


pages of a street scene, complete witha | 
| some aiff 


‘Chinese restaurant, the Jakarta censors 


solemnly go through every copy black- - 


ening out the offending portion of 
. | the photograph, presumably because 
D anything in Chinese couid be subyer- 
«sive. 










-customs form, on the back of which they 
are advised; Carrying narcotics, arms 
and ammunition, TV sets, radios/cas- 
sette recorders, pornographic objects/ 
publications, printed matters in Chinese 
iaracters, and Chinese medicines, is 
prohibited. 
EE. So, the Chinese language being. on a 
3 par with pornography in Indonesia, it 
s with some surprise that J. S. Par- 









aruda. Airlines flight, examined the 


chocolate. wafer which he was served |. 
aboard as part of a light snack. The wrap- 

roclaimed what it was 
en made (in the Peo- | 


per of the wafer 
and where it had b 





Agriculture it provided for (and this is | |B 
. | the title of the decree) The depreciation || 

| 9f one cow at the Agricultural Training | | 
aran and 152 (one | 


layers at the ys THE Soo ue asp 


. year when the Sunter riv 
riculture had taken into consideration 


fice was quoted i in the Inder 


livestock should be immediately sold. In | 


| Pages of the country's Eng 


| donesian Observer: 


publication — anc on the: 


that the US$1 





Visitors to. didonedé have to fill in a | 


the establishment S drug st 





flying to Jakarta on board a 


, Other. signs ro Indonesia v 
spotted — this by Michael Leif 
Medan, as he travelled back from L 
Toba: 


ple's Republici in the dreacad characters: 



































Indonesia was also well i 





and drowned iwo boys i in 
A spokesman of the distrie 









“And this, "snapped b by y Ron \ 
epee a shop i in Jog} akai: 








inspires in the hearts of Inc: 
foreigners alike is often re: 










| Or this, on a bottle of ear drept pi r 
chased by Cynthia Cooke, who remark: 
that she'd heard of "loving eyes" ani 

“loving fips,” but never of “lovin 
lobes”; 


press. Take these two item 

















6 old i Fall | 


e NEW YORK: Sepi tt (AP) = Es: 
dollar rose agains: mos; major curs ces saben 
after giving 3 mixed. performanez- 9 Eruopean 
exchange markets. : 


Dol lar | falls; in - ' 


New York, Sept 16 (A&P) .« The Assesican dollar, 
pressured by lower U.S. interest , , fell against 
all major foreign: currencies excepz t 
dollar Monday m moderately active 


The items both appeare: 






































. ' BUT there’ s always the newspapers, 
such as this headline in the Indonesian ; 
Observer: 


‘Soviet guard shoots ] 
dead U.S. officer 


_ The same newspaper abandoned 
‘ .nighty. | ote of comprehensability one d 

€ WHEN Parsons. arrivec it Jakarta's | last year. Timothy Bennett aoe this 

Sukarno-Ha! : | item in its column By the way. 















ame day. I 
cord item could mean 







suppose the 
















Misy J orid? 
i Iceland's Hofi Karlsdhair, xzw (o 
| Geykjavll hn Frpbay win a sund | 
mzssage for Soviet leader Mikhw 
Gorsachee and UL, Pgaiden 
: Gonald Reagwt whom she hoc: es te 
P meet, E 


London, (AP): - 

























€ AND, if he'd ar rat Jakar- | 


ta's Borobudur H 






“is a pewceful vhgntrf m, 
A ene ney. will rentit. "a 

















T ia a did, that 
and flower 






Onz 2i- yeas: old “Deun quee 
drol Reykuwvik. will be wokgmg Jhr 
her . coungry’s Foreign L inisi 
during the two-day meedng that 
starts Yaturday. | 
RAS uan om e Tm Na dm 
€ WELL. if the staff members of the 
REVIEW have problems, we'd better ge 
them prepared by the cook of a certai 
Indonesian restaurant, advertised 
pages of the Jakarta Post recently 


Qur Jayakarta Grill Chef 4 
them into the staff drea 


shop were be: 





































































































y Murray Hiebert in Hanoi —  — 
YTTER The appointment of 
tE two members of the. 
*4 veteran old guard as 
E! Vietnam's new presi- 
| dent and prime minis- 
4 ter does not mean that 
reforms, started by 
EN new party chief Ngu- 
'Van Linh are to be slowed down or 





> wind of change is blowing in 
iam and anyone who stands in the 
will be blown away,” one national 
mbly member said when questioned 
the effect the new leadership will 
ave on reforms which have been 

eeping Vietnam since the communist 
arty congress last December. 

“From the old system to the new is a 
ig Step," another national assembly 
member said. "We need someone in be- 
tween to play the role of Andropov and. 
Chernenko," he added, referring to the 
wo Soviet leaders who served briefly 
between Leonid Brezhnev and current 
party chief Mikhail Gorbachov. E 
In June, the national assembly ap- 
pointed Pham Hung, 75, an ailing 
longtime guerilla leader from the south 
_and No. 2 in the party politburo, as pre- 
mier; replacing Pham Van Dong, 81, 
"who held the job for more than three dec- 
ides. Hung, who served as minister of 
the interior until early this year, suffers 
om a variety of kidney, gall bladder 
id perhaps heart ailments, according 
o sources in Hanoi. He has spent much 
of the past year in the Soviet Union for 
medical treatment. | 
. Vo Chi Cong, 74, was named presi- 
dent, replacing 81-year-old Truong 
Chinh, who stepped down as interim 
party chief last December. Cong served 
'as agriculture minister in the late 1970s 
-and began his revolutionary career in 
.central Vietnam. He was promoted 
from the seventh to the third position in 
the politburo in December. 

. Before the national assembly met, 
some Vietnamese and foreign observers 
had speculated that either State Plan- 
ning chief Vo Van Kiet or Foreign 
Minister Nguyen Co Thach, both in 
their 60s and thought to support econo- 
mic reform, would be appointed pre- 
mier. But the actual announcements 
were not surprising considering Viet- 
nam's Confucian tradition of respecting 
seniority and the longstanding Viet- 
namese communist pattern of collective 
decision-making. i e. 

Because both the new leaders are 
only margipally younger and healthier 


bridge 


Hung: last of the ad guarc. 


. New leaders are c" playing an ‘Andropov’ | | 


tee to the political system," one Euro- 
pean diplomat observed. "It shows they 
are trying to move, but at the same time 
not break with the past." 





than their pedeces-ors. some observ- 


ers have concluded that their ap- 


transitional moves. 
bridge between 
one assembly 


pointments are 
"[Premier] Hung is a 
two generations,” 
member agreed. 

“By choosing Pham Hung, the last of 
the old guard, the party offers a guaran- 





problems, 
foreign observers say the government 
will actually be run on a day-to-day basis 
by the country's nine vice-premiers, in- 
cluding Kiet and Thach, who are being 
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But not everyone is satisfied with this 


pace. “Fm disappointed," one party 
member said. "The new leaders don't 
have enough energy for their jobs. We 
should have made the big change now 
rather than waiting." mE 


Because of the new premier's health 
some Vietnamese and 


roomed to take over the top jobs in a 
ew vears. 2d | 


Cr: has publicly supported-econo- 
y mic and political reform, but he is not 
thought to be a very charismatic leader. 
However, Hung’s speeches in recent 
years have stressed internal security 
problems and the need to control “nega- 
tive phenomena” in society, prompting 
some analysts to conclude that he does 
not enthusiastically support economic 
reform. mM 

But Thach rejected this conclusion at 





a press conference in Hanoi on the day 
of the appoiptments: "The foremost 
criterion for selecting a new premier is 
that he should take the lead in imple- 
menting the course of renovation im- 
elemented by the sixth party congress. 
Comrade Hung fully meets this require- 
ment." 

Since December, “renovation” has 
been the rallying cry of the Vietnamese 
Communist Party as it tries to rescue the 
country from its economic troubles and 
rid the government and party of corrupt 
and incompetent bureaucrats. Analysts 
doubt that any leaders will seriously 
challenge Linh, who came to power last 
Disember on a wave of popular discon- 
tent about the country’s disastrous 
economy. 

The impression gained from speak- 
ing to ordinary Vietnamese in Hanoi is 
that Linh seems to be capturing the re- 
spect and imagination of many of his 
countrymen. Linh, like Gorbachov in 
the Soviet Union, has created an image 
of greater openness and more involve- 
ment by ordinary people. 

People in Hanoi tell stories about 
Linh meeting voters when campaigning 
for his national assembly seat or going 
on TY to call on officials to solve quickly 
the problems of workers. Catholics, 
who have witnessed considerable ten- 
sion with the communists over the 
years, were impressed that the new 
party chief met the country’s bishops 
when they held their annual meeting in 
Hanoi in May. 

Visitors are told how Linh travels on 
regular Air Vietnam flights accom- 
panied by only two or three staff mem- 


prince should meet Cambodian offi- 
cials. “If Sihanouk wants to meet any- 
one in the government in Phnom 
Penh, it’s up to the government there 
to decide.” 

Nien also said Vietnam’s relations 


for the remains [of US service- 
a ee 


Officials in Hanoi say W on 
must respond to VIT wanes. 
lated problems if it wants in locat- 
ing American remains. “ - 
rian issues may be American or Viet- 
about the upcoming visit by John Ves 
about the u ng n Ves- 
sey, a US envoy appointed by Presi- 
dent Reagan to visit Vietnam to dis- 
cuss the fate of the Americans. 

“Our men can’t go find MIA [miss- 
ing in action] if the US con- 
tinues to have a hostile attitude toward 
Vietnam,” Nien said, mentioning re- 
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bers. In the past, people say, ranking 
party leaders flew arounc the country 
in private aircraft with an entourage of 
50 or more staff and amily mem- 
bers. 

People m Bai Hung, east of Hanoi, 
say Linh’s new style is als» rubbing off 
on local leaders. Their new provincial 
party chief Ades a bicycle, while his pre- 
decessor drove a Soviet-nade Volga 
car. 

Newspaper readers seemed most in- 
trigued by a new columesst in Nhan 
Dan, the party daily, who attacks gov- 
ernment ineompetence, abuse of power 


cent critical statements by US officials, 
Washington's arms sales to China and 


a US agreement to stockpile arms in 
Thailand. “We can't do th= free of 


charge.” 
Officials ir Hanoisay they want the 
US to help soive Vietnam's remaining 











and corruption. The columns, titled 
"Things Which Must Be Done Im- 
mediatelv," are signed with the initials 
"N. V. L." Most Vietnamese assume 
Linh or his staff write these articles, but 
he told an interviewer recently that the 
author was "Noi Va Lam," literally 
meaning “speak and act.” 

Diplomats in Hanoi are divided over 
whether Linh is writing these articles 
from a position of strength or weakness. 
Some believe the articles are part of 
Linh's attempt to bring about greater 
“democratisation” — to get dissatisfied 
people interested in running their coun- 
try again — but others say he is using the 
press to appeal over the heads of party 
bureaucrats who oppose his reforms 
and to embarrass corrupt or incompe- 
tent officials into action. 


T» party chief regularly says he faces 
opposition from middle- and low- 
level officials who refuse to implement 
the party's policies. “What should 
worry us is not the difference of views in 
the course of the debate," Linh told the 
opening session of the national assem- 
bly last month, “but rather the apparent 
unity which results in *each doing it his 
own way' in the process of implementa- 
tion." 

Party officials say much of the oppo- 
sition to reform comes from bureaucrats 
who are afraid of losing their status and 


privileges. Other opposition comes 
from independent-minded local au- 
thorities. Officials in Hanoi give high 


marks to only a few localities for imple- 
menting the economic and political re- 
forms — Ho Chi Minh City and neigh- 
bouring Long An province in the south, 
Quang Nam-Danang province in the 
centre, and Haiphong and Hanoi in 
the north. Most other provinces, 
they say, have made only sporadic 
changes. 

"If the government does not make 
changes soon and the party does not get 
cleaned up soon," an editor of the party 
daily said, "the situation will be grave 
for the party." Linh told the national as- 
sembly that the party politburo is “pre- 
paring to launch a drive aimed at purify- 
ing and heightening the mettle of the 
party structure." 

Party officials say the campaign will 
begin in September or October and 
could result in the expulsion of up to a 
quarter of the party's nearly 2 million 
members. 

Significant purges have already 
begun in some places. Nearly 700 party 
members in Hanoi were punished dur- 
ing the first six months of this year, with 
163 being expelled from the party and 
69 having their membership suspend- 
ed. 

In Thot Not district in Hau Giang pro- 
vince in the southern Mekong Delta, 
350 party and government officials have 
been ousted for corruption, misuse of 
power and illegal use of government 
land. ; 5 o 
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Enterprise encouraged 
to invigorate the economy 


uga returned to Ho Chi 
wy) Minh City since the 
T s] [| government adopted 

EE policies encouraging 
HH private enterprises 
and material incen- 

| tives early last year. 
The markets are filled with locally pro- 
duced food and imported consumer 
oods. Coffee shops and tourist stores 
ave re-opened in many of the bars 
along Tu Do (now Dong Khoi) street 
which closed when the Americans left in 
1975. 

Nguyen Thi Thi, who fought for 
icak: against the French and the Ame- 
ricans in Vietnam, today runs one of the 
country's largest and most successful 
state businesses: the Food Company of 
Ho Chi Minh City. Thi, now in her 60s, 
said she first got permission to try 
capitalist-style business techniques 
from Nguyen Van Linh, the city’s 
former communist party chief, who was 
elected to head the national party in De- 
cember 1986. 

Most of Vietnam’s state companies 
have lost money during the past decade 
and many factories have operated at less 
than half capacity because of shortages 
of raw materials and spare parts. But 
Thi's food company grosses Dong 8-9 
billion (about US$10 million at the 
black-market exchange rate) a month, 
and last year it exported nearly US$20 
million worth of food goods through Im- 
exco, Ho Chi Minh City's foreign trad- 
ing company. 

Thi operates four rice mills, two noo- 
dle factories, several bakeries making 
cookies and bread, and a network of 
7,000 retail stores which have a mono- 





anoi is working hard to break its in- 
ternational economic isolation — 
and it slowly seems to be paying off. 
Visitors to Ho Chi Minh City late last 
month found hotel rooms at a premium. 
Many normally available rooms were 
filled by businessmen from South 
Korea, Japan, Hongkong, Australia 
and France. 

Five hundred foreign business dele- 
gations visited Vietnam during the first 
six months of this year, compared to 700 
delegations for 1986, said Pham Chi Lan 
of the Hanoi Chamber of Commerce. 

Vietnam's non-communist neigh- 
bours and many Western countries 
moved to isolate Vietnam in 1979 fol- 
lowing its invasion of Cambodia. But 


Broadening trade horizons 


oly on the cty's rice trade. She attri- 
buted much ef he success to the fact 
that she was aot hobbled by state con- 
trol. “Ho Chi Mish City gave us the 
green light, o herwas- I'd be in prison,” 
she said. 

Thi began by streamlining the city's 
food managemen staff, cutting the 
numbers from 4,200 :o 125 people. She 
introduced piece-work salaries based on 
output, which she said increased pro- 
duction in her compeny about 30 times. 
The average worker now earns Don 
11,000, nearly 15 times more than a civil 
servant in Haoi. 

Thi also bsoughe back managers who 
had run some of the city's factories and 
companies before the communist vic- 
tory 12 years ago. “I don't have an eco- 
nomics educetion, so I use people who 
are smarter than me,” she said. Thi 
hired Chau Hon, an ethnic Chinese who 
formerly owaed a textile factory, to 









businessmer remained interested. One 
European diplomat called Vietnam the 
“last virgin marke left in Southeast 
Asia." 

Vietnam's exocrts totalled about 
US$800 million and its imports were 
nearly USSI billien last year, according 
to Lan. About WM“ of Vietnam's ex- 
ports are agricultaral products and raw 
materials sent to the Soviet Union as 
nent for its estimated US$2-3 bil- 
ion in annaal economic and military 
aid. 

Japan is Vietmam's largest non-com- 
munist trading partner with two-way 
trade last year totalling US$280 million, 
up from aro 1nd U $5214 million in 1985. 
Vietnam lacks hard currency so most of 
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head up one of her cookie factories. His 
monthly opie Si Dong 100,000. e 

In August Thi plans to Add a small oil 
refinery to her food business. The plant 
will refine about 40,000 tonnes of crude 
oil a year from the White Tiger field, a, 
joint Vietnamese-Soviet venture off the 
coast of southern Vietnam. She will ex- 
change oil products with farmers in the 
Mekong Delta for rice and other ag- 
ricultural goods. 

Thi acknowledged that her style of 
doing business created controversy at 
first. "There's always a struggle be- 
tween the old and the new," she said. 
But she said proudly that many of the 
capitalist-style business methods tried 
in her company were adopted as na- 
tional policy when the Vietnamese 
Communist Party congress met in De- 
cember 1986. 


n Cholon, Ho Chi Minh City's 

Chinatown, a former architect, Nguyen 
Huu Ha, his wife and 15 workers pro- 
duce TV antennae in a small room in the 
family home. This workshop is one of 
some 3,000 small factories, employing 
about 25,000 workers, that officials said 
had sprung up in the city since new 
policies were introduced early last year 
allowing small private enterprises. 

Ha's factory produces about 500 an- 
tennae each month, earning an income 
of about Dong 1 million. Ha sells about 
80% of his products to the state, which 
exports some antennae to neighbouring 
Cambodia and Laos, and sells the rest 
on the free market at prices about one- 
fifth higher than the government rate. 
He said he paid about 6.5% tax on his 
gross income. 

Ha also worked as deputy director of 
a honey-processing factory and was 
expanding his production to include bic- 


| ycle parts and plastic water buckets. A 


newly rebuilt Peugeot car is parked in 
the front room of his house. Ha admit- 
ted he was a little surprised at his free- 
dom to continue to operate. “In 1975, I 
didn't think there would be any private 


its trade is barter — seafood, wood, coal 
and handicrafts are exchanged for fer- 
tiliser, fishing equipment, motorcycles 
and housing-construction materials. 
Western diplomats in Hanoi say Japan- 
ese firms are willing to forgo quick re- 
turns in anticipation of a growing mar- 
ket in the future. 

Last month, Honda Motor Co. 
signed a contract with Vietnam to pro- 
duce 2,000 small motorcycles in Ho Chi 
Minh City on a knockdown basis. Viet- 
nam earlier began "where. electri- 
cal appliances such as sets. and 
cassette recorders with Japanese and 
South Korean ——— Foreign in- 
vestors say they Vietnam tempting 
because of its cheap, highly skilled 
workforce. 

Asean, which has spearheaded ef- 
forts to isolate Vietnam, protested ear- 
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ownership today," he 
said. “I expected only 
collective owrtership.” 

However, despite 
such encouraging econo- 
gre signs, osep problems 

ontinue to plague Viet- 

nam's economy. Furious 
inflation, which began 
with a poorly planned 
currency change in late 
1985, | continues to 
undermine the buying 
power of salaried work- 
ers. A Western-educated 
economist in Ho Chi 
Minh City estimated that 
prices were increasing at 
the annual rate of 100095 
for the second year in à 
row. 

Early this year infla- 
tion seemed to slow for a 
few months. The black- 
market exchange rate for US dollars 
rose only slowly from about Dong 500 in 
December to Dong 550 in April, but 
shot up to Dong 900 in early July. Offi- 
cials said rumours that Hanoi was plan- 
ning to change the currency, which they 
denied publicly, prompted the jump in 
the value of the dollar. 

Workers here and in Can Tho, a pro- 
vincial capital about 150 km south of Ho 
Chi Minh City, complained that their 
lives had not kept pace with raging price 
increases. People whom this correspon- 
dent talked to informally on the street 
seemed to believe that the reforms 
would eventually improve their lives, 
but most thought life would get more 
difficult before it got better. 

During the first five months of this 
year, more than 2,000 teachers, about 
one-fifth of Ho Chi Minh City's teach- 
ing staff, quit their jobs because they 
could no longer survive on government 
salaries. 

Food production — one of the suc- 
cesses of Vietnam's economy since a con- 
tract system was introduced in 1981 al- 


lier this year that Japan was breaking 
the embargo after two Japanese com- 
anies, Nissho Iwai and C. Itoh & Co., 
ught Vietnam's first shipment of 
crude oil and a consortium of Japanese 
companies announced that it was con- 
structing a five-storey office building in 
Hanoi. Asean was particularly con- 
cerned about reports that some Japan- 
ese firms were providing long-term 
credit to Vietnam. 


As also protested last year when 
Australia pou vow. a satellite 
i i 


station in Ho Minh City, which 
when completed later this month will 
provide the city with international tele- 
phone and telex links. Japanese com- 
panies are currently negotiating to build 
a similar communications satellite sta- 
tion in Hanoi. 
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lowing farmers to keep what they pro- 
duce above their quota obligations to 
the state — also ran into problems this 
year. 

Planning chief Vo Van Kiet told the 
national assembly in mid-June that the 
just-harvested winter-spring rice crop in 
the north was 700-000 tonnes less than 
last year due to pests and unusually 
warm weather. 


D fes price of rice in Hanoi's markets 
doubled to over Dong :00 a kg this 
spring until the government arranged 
for rice shipments totalling 240,000 ton- 
nes from the more productive southern 
delta. According te diplomats in Hanoi, 
the shipment of food from the Mekong 
delta prompted considerable dissatis- 
faction there because of fears that it 
would cause shortages amd price in- 
creases in the south. 

Kiet also warned the national assem- 
bly that rice production in recent years 
had not kept pace with population 
growth. He said rice output had re- 
mained at around 18 milliomtonnes dur- 


Ironically, the most vocal criticism 
has come from Singapore. Vietnam's 
second-largest nom-communist tra 
qoem after Japan. Singapore trad 

$$210 million with Vietnam in 1986, 
up about US$19 million on 1985. Viet- 
nam recently ordered a U*$47 million 
oil rig from the Far East Levingston 
Shipbuilding Ltd, a Singaporean com- 
pany in which the govermment has 
major interests. 

Visitors te Vietnam are surprised by 
some of Hanoi's other trading partners. 
Vietnam dipiomatically supports North 
Korea, but it just seld 100,000 tonnes of 
peanuts to South Korea. And South Ko- 
rean businessmen recently increased 
the competition for Vietnam’s trade by 
offering Hanoi 72@ days credit, terms 
which Japanese companies say they will 
have to match. 


- ing the past three years, 
while the population had 
continued to grow at 
about 1 milfion people a 
year. 

Vietnam's dag po- 
pulation growth also 
exacerbates the coun- 
try’s unemployment 
problems. Vietnamese 
economists estimate that 
more than | million peo- 
ple in the cities are un- 
employed, with millions 
more finding only sea- 
sonal work in the rural 
areas. They say over a 
million young people 
enter the workforce 
every year with less than 
half finding full-time 
jobs. 

People in Hanoi and 
Ho Chi Minh City grum- 

ble openly about economic hardship 

and unemployment. “I have six children 
and no job," one retired soldier com- 
plained bitterly. *I fought for 23 years 
against the French and the Americans 
and now | have no privileges. All I want 
is for the government to get closer to the 
people so that we can have a better life." 

A groundswell of popular dissatis- 
faction forced the Vietnamese Com- 
munist Party at its congress last De- 
cember to admit it had made mistakes 
and to introduce wide-ranging reforms, 
or "renovation" as new party chief 
Linh calls it. The party abandoned 
Soviet-style central planning and gave 
more freedom to managers like Thi at 
the Ho Chi Minh City Food Co. It intro- 
duced material incentives to encourage 
workers to produce more and dropped 
its restrictions on such small, private 
enterprises as Ha's TV antenna work- 
shop. 

Since December 1986, hardly a week 
goes by without Hanoi introducing 
some new reforms intended to boost 
production and the supply of goods. In 


Diplomats in Hanoi estimate that as 
much as a fifth of the goods sent to Viet- 
nam from Singapore and Hongkong 
come from China, which has sought to 
pressure Vietnam economically and 
militarily since its invasion of Cam- 
bodia. Thailand also limits direct trade 
with Vietnam, but many Thai products 
are available in Hanoi and Ho Chi Minh 
City arriving via Laos, Cambodia and 
Singapore. I 

Late last year, the Vietnamese Com- 
munist Party set increased exports as 
one of its three highest priorities during 
the country's current five-year plan 
(1985-90). But in an economic report to 
the national assembly in late June, State 
Planning chief Vo Van Kiet told the 
delegates that "Vietnam had only 
achieved 38% of its export target during 
the first half of 1987.  — Murray Hiebert 
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.| March, the government ordered the lift- 


ing of all checkpoints to ease the flow of 
goods around the country. In April, the 
central committee passed new regula- 
tions ensuring that farmers earn more 
for their products and pay less agricul- 
tural tax. 

But Vietnamese economists like 

Harvard-educated Nguyen Xuan Oanh, 
who was elected to the national asssem- 
bly earlier this year and heads an econo- 
mic research office in Ho Chi Minh 
City, think it will take at least four to 
five years for the reforms to take hold 
and stop the economy's downward spi- 
ral. Oanh and other economists also 
argue that Vietnam will need Western 
technology and capital before its econ- 
omy can take off and begin to compete 
in the international market. 
» Hanoiis currently mounting an effort 
to attract foreign capital, despite the aid 
embargo most non-communist coun- 
tries imposed on Vietnam following its 
1978 invasion of Cambodia. And it is 
trying to resolve its difficulties with the 
International Monetary Fund. Le 
Hoang. deputy director of Vietnam's 
State Bank, said the IMF stopped its 
credits to Vietnam early last year when 
Hanoi was unable to repay the US$90 
million it owed. 

Hoang said that the IMF agreed in 
May to discuss further a Vietnamese 
proposal, which calls on Vietnam to 
repay one-third of its outstanding debt 
while the fund tries to help Hanoi find 
commercial loans for the remaining 
US$60 million. After Vietnam has 
cleared up its arrears with the IMF, 
Hoang said, the country will be eligible 
for another US$100 million loan which 
it will use to service its other outstand- 
ing debts, which cost about US$300 mil- 
lion a year. 

Hoang said that Vietnam’s debts to 
hard-currency countries total US$1.7 
billion, US$1 billion of which is in ar- 


Hanoi tries to 


mu FF- The atmosphere in 
` dia pA i a Hanoi, Vietnam's sul- 
- Wan 3 len capital, with its old 
Ru T : 
Ty 4 French architecture 
is and wide tree-lined 
streets, is beginning 
to feel more like Ho 
Chi Minh City, the 
fréewheeling former capital of the 
south. 
Much of the change began when the 

government lifted restrictions on small 
rivate businesses and enterprises in 
ebruary. Hundreds of private restau- 
rants, tailor shops, coffee shops and 
beauty parlours have opened up along 
the capital's major streets. Road-side 
stalls sell fruit, vegetables, clothes and 
small houseware goods. 
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rears. He said Vietnam had rescheduled 
some US$60C millicn in outstandin 
loans with Iraq, Libya, Algeria an 
India, and was currently talking with the 
Paris Club about re: cheduling the re- 
maining US$400 milhon. Vietnam owes 
another US$billian to the Soviet bloc, 
but these loans were easy to reschedule, 
said Hoang. 


oang said the IMF had also urged 

Vietnam to cut its huge budget de- 
ficit; eliminate subsxiies to state fac- 
tories, compznies and employees — 
which absorb a third of the govern- 
ment's budget — anc take steps to ease 
inflation. Hoaag said he State Bank was 
taking various steps t» implement these 
suggestions, iacluding limiting govern- 
ment investments te Dong 26 billion this 
year to ease tae budzet deficit and im- 
porting US$20 mil&on in consumer 
goods in an effort to absorb some Dong 
12 billion in the market to ease inflation. 
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The gove-nment had hoped people 
would invest in preducing food and con- 
sumer goods, bu: most seem to have 
chosen the trade ©- service sector for 
quick sip 

A former Westem embassy cook has 
opened "202," a Fremch-style restau- 
rant, caterinz most^y to diplomats and 
foreign visitcrs, ir tae second floor of a 
narrow Hanoi rowa3ouse. The restau- 
rant averages Dons 300,000 a month 
(roughly U5$330 according to the 
black-marke- rate) and pays Dong 
90,000 in taxes. 

Half a dozen coffee shops, playing 
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.. Other Vietnamese economists said 
Hanoi was also planning to introduce its 
first income tax and to clfarge hospital 
and school fees to help reduce the gov- 
ernment's budget deficit. 

» Vietnam is also preparing a foreign- 
investment code which officials hope 
will attract foreign business interest in 
the three priority areas set by the party 
congress in December: food, consumer 
goods and export commodities. Luu 
Van Dat, a French-trained economist 
and lawyer who heads up the committee 
drafting the regulations, said the new 
law will offer foreign business more 
favourable terms than the current law, 
passed in 1977. 

Dat said the new code will allow 
three main forms of investment: joint 
ventures in which foreigners provide up 
to 99% investment, up from 49% at pre- 
sent; contract joint ventures, and 10096 
foreign-owned ventures. He said that 
income will be taxed at 15-25%, de- 
pending on the itéms produced, and 
that foreign investors would be given 
guarantees against nationalisation. 

Many Vietnamese officials had 
hoped the code, which has been under 
discussion since 1984, would be passed 
by the national assembly in mid-June, 
but sources in Hanoi said it was delayed 
because of continuing differences of 
view. Some officials reportedly fear the 
new code could open Vietnam up to too 
much foreign influence. But Pham Van 
Tiem, chairman of the State Pricing 
Commission, insists the new code will 
be passed by the national assembly 
when it meets again in December. 

» The government has. begun en- 
couraging the | million refugees who 
have fled Vietnam in the past 12 years to 
send money and goods to their families 
in Vietnam. Earlier regulations limit- 
ing the size and frequency of the gifts 
have been dropped and import duties 
have been lifted on equipment, like sew- 









Western pop music and displaying 
posters of Tina Turner and the rock 
group Kiss, have sprouted up around 
the lake in downtown Hanoi. Other cof- 
fee shops advertise French and Indian 
videos. Many of the customers are dress- 
ed in colourful Western-style clothes 
and many of the young women wear 
make-up. 

People in Hanoi say the capital 
is not only influenced by the south, 
but by the thousands of students and 
workers returning from the Soviet 
Union and Eastern Europe. They 
bring back shiny new motorcycles, 
consumer goods, new ideas and a new 
lifestyle. 

A building boom has overtaken 
the suburbs of Hanoi. Hundreds of 
new houses, some with six large rooms 
and costing as much as US$30,000, 
are springing up along the major 
roads into the city. Many of the new 
houses belong to farmers who raise 
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| ing machines, intended for production. 

e The government has increased the 

. exchange rate Tor US dollar remittances 
to Dong 396, against the official ex- 
change rate of Dong 80 and the black- 
arket rate of Dong 900 to the US dol- 
lar to prevent smuggling and encourage 
remittances through the banking sys- 
tem. According to one Vietnamese 
economist in Hanoi, overseas Vietnam- 
ese sent about US$300 million worth of 
money and packages to their relatives 
last year. Officials in Ho Chi Minh City 
said one-quarter of the city’s population 
lives off these remittances. 

“People who are caught trying to flee 

are accused of following in the footsteps 
of the imperialists,” people in Ho Chi 
Minh City joke cynically about the gov- 
ernment's new interest in the overseas 
Vietnamese. "But once you've resettled 
and can send money back, you're consi- 
dered a patriot.” 
» Vietnam is also trying to expand 
tourism to attract more hard currency. 
Tran Van Dan, head of the tourist office 
in Hanoi, estimates that 30,000 visitors, 
including 10,000 overseas Vietnamese, 
will tour Vietnam this year, compared 
to 20,000 tourists in 1986. 

Dan says Vietnam will earn about 
US$15 million from tourism this year 
and projects that 100,000 tourists will 
visit in 1990, with about half coming 
from Western countries and spending 
hard currency. About two-thirds of the 
visitors in recent years have been 
Soviets and East Europeans spending 
roubles. 

Dan said plans were under way to 
double Hanor's hotel capacity to 2,000 
beds by 1990 and to speed up proce- 
dures for approving visa applications to 
within seven days, compared to a month 
or more in the past. "Making money is 
only one of our goals," Dan said. "We 
also want tourists to feel pleasant and 

have a good impression of Vietnam." E 














































fruit and vegetables which they deliver 
to the private markets in Hanoi every 
morning. 

But not everyone is benefiting from 
the new prosperity and openness. Gov- 
ernment workers, who make up three- 
quarters of the city's workforce, still 
earn less than Dong 1,000 a month and 
are therefore forced to take other jobs 
in order to survive. Workers in one 
Hanoi hospital have begun gown 
bicycle tires on the side. Officials ad- 
mit productivity in government offices 
has dropped dramatically because 
workers show up for only a few hours a 
day. 

Some people are beginning to show 
their frustration. Longtime foreign resi- 
dents in Hanoi say that purse-snatching 
and petty theft are for the first time be- 
coming a problem. Diplomats say peo- 

le sometimes throw stones at their cars 
cause they are symbols of wealth. 
— Murray Hiebert 
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THAILAND 


Military green thumbs 


Army to lead efforts tc reafforest the northeast 


By Paisal Sricharatchanya in «hon Kaen 
hailand' * army is spearheading an 
ambitious programme to turn the 

arid northeastern region into a “green 

belt” over the next five years, despite 
the failure of successive governments, 
after spending huge amounts, to 
achieve significant improvement in the 
region. Un'avourable climatic and soil 
conditions have made the mertheast his- 
torically the poorest regiom 

The plar's key targets are to provide 
adequate domesticand irri gation water, 
and to raise the ferest cover from the 

present leve! of 14% to 28% by 1992. 

Prodded by specific instrections from 


King Bhunudol Adulvade to improve 
the region's well-being, serzor army of- 
ficers and government leaders are trying 
to ensure tie suceess of ais new at- 


wig S 

e kings interventior has clearly 
prompted a 3ew commitment from vari- 
ous agencies te develop the northeast. 
Top-ranking officials, inclading Prime 
Minister Prem Tirnsulanon& and army 
commander Gen. Chaoralit Yong- 
chaiyut, attended a formal ceremony 
here to unveil details of the project on 4 
July. 

The leadmgroleof the amy is politi- 
cally significant. Ina major reorganisa- 
tion at the asmy-dominawd Internal 
Security Operation Commend (ISOC) 
earlier this year (REVIEW 5 Mar.), 
Chaovalit re:inquished the pest of ISOC 
director to Prem. ISOC's sated aim to 
become an agency to initte political 
and economic projects — 5 part of a 
new approach to combat communism — 
is now takingshapeunder Frem's direc- 
tion. 


The project is also i rtant for 
Chiaovallt, now Geputy Sr 





ector of 


ISOC, who has often said he intends to — 
retire from active military service in 
September 1988. He is seen as a poten- 
tial successor to the premiership, and 
success in “greening” the northeast 
would gain credit for the army and also 
Chaovalit. . 

To fend off criticism that the army is 
stealing the show from the government, 
Chaovalit said military assistance of this 
nature is temporary and selective. It is 
meant only to coordinate civilian agen- 
cies, though civic works is one of the 
armed forces’ rightful duties under the 
constitution, he said. 

The “greening” programme also has 
strategic ramifications for the region 
bordering Laos and Cambodia. It ac- 
counts for 35% of Thailand’s popula- 
tion and one-third of the country’s terri- 
tory. Director of the army-run coor- 
eating Ene and army chief of staff, 
Gen. Wanchai Ruangtrakul, told the 
same meeting that it is necessary to ac- 
zelerate development and ensure secu- 
“ity of the region. 

An army statement said the king told 
~haovalit during a Bangkok cremation 
ceremony on 25 March (for government 
"roops killed fighting the domestic in- 


|| surgency and on border security mis- 


sions) that the army is uniquely equip- 
ped with manpower and technology to 

elp alleviate the hardships of the 
northeast, badly affected by successive 
vears of severe drought. 

In the first phase of an emergency re- 
hef programme in March and April, 
hundreds of army trucks converted into 
water tankers plied drought-stricken 
provinces to distribute water. The latest 
plan envisages a series of short- to long- 
term projects focusing on water-re- 
*ources and forestry development in the 
-7 northeastern provinces. An extra 
Baht 2.1 billion (US$81.39 million) will 
be added to the combined Baht 11.9 bil- 
hon regular budget —— earmarked 
by civilian agencies for the next five 
vears. 

The targeted plan to almost double 
the forest cover is the toughest chal- 
lenge. Heavy illegal logging has cut 
torest cover from 4.1 million ha (24.696 
of the northeast's land surface) in 1976 
to 2.4 million ha (14.3%) in 1985. The 
cestruction has aggravated the already 
arid conditions. Apart from an exten- 
sive reafforestation campaign, the plan 
calls for paramilitary forces to police 


logging. 
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nstitutional powers of the executive 
net. A growing movement of in- 
al military and other conserva- 




















ticipated strong opposition from the 
proponents of the change see it as 
to end the squabblings in the 
Representatives, and bring 
y to the country. 

h for the amendment is expect- 





























session in September. While it is 











ts. gm leading figures have set the 
ge for an ML public de- 
















































By Salamat Ali in New Delhi 


* visit to Moscow was meant to be a 


nion. But the 2-5 July visit — which 
id been planned about two years ago 


e of domestic political considera- 
ion generally supports. the close Indo- 
tements made by Soviet leader 


sit. Gorbachov referred to the exist- 
e of threats which were meant to de- 











so repeatedly accused hostile external 
rces of operating through their Indian 


ed reference to themselves. 
ie rightwing opposition also main- 
jat the prime minister went 
cow to solicit, Soviet support in 


*hailand's opposing i forces 
are heading for a showdown over the - 


s seeking a constitutional amend- 
t which would strip elected politi- - 
s of their executive powers. Against 


arliament reconvenes its sec- 


ni ture to gauge the extent. or 
ss of any attempt, recent state- 


™ rime Minister Rajiv Gandhi' srecent men about destat 
wtine journey made to launch an In-, | 
ian cultural festival in the Soviet. 


ee has raised a storm of protest from | 
ightwing opposition parties, mainly be- 


though most of the Haara] Oppo- 
| from any discussions en 
viet ties, the non-communist Indian 
Jarties have raised strong objections to 


ikhail Gorbachov during Gandhi's 


| red. to India's internal 
bilise India. Moreover, Gandhi has | 


laborators — a charge which the 
ghtwing parties consider a thinly 
.L. K. Advani, president |i 
of the rightwing Bha- 


-| tics. 
` launched a two-pronged attack — to | > 
were. successful i in backing another e 

| son asa combined opposition candi 
to Tun aee the uling Congre: 





Amon the er which have ent 


been aired are: 

» MPs should be -esporsible only for 
law-making ir the legislature. — 

» Cabinet members can comprise un- 
elected persons drawn from outside par- 
liament. 


» An MP appoinied to a ministerial 


post should resign his seat. 


The constitutional amendment | to 


“separate” the powers of the country' S 
legislative and executive branches is not 





new. Those :n the military establish- | 


ment, which lost.its power to directly 
articipate in the running of state affairs 





after an army-led attempt to. extend the 

constitution's provisiona’ clauses failed. 

| in early 1983. 
ing the subject. 


ave been privately tout- 





The present parliamentary system, 


largely mode: led on Westminster, pro- 


Opposi tion charges mount after Gandhi s Moscow visit 





| biisation than he did 
during the discussions w:th him. and that 
“we did not talk about destabilisation 





| forces in India at all and we talked only 
generally abeut hew forces in the world 


operate." 
‘Gandhi a-guec that the Soviets stood 


by India because of their own assess- 


ment of the iaternational o. 
affairs and their show of | 
solidarity did not stem 





India’s internal situa- 
tion. | 
However the epposi- 
tion is not convinced be- 


cause Gorbachov refer- 





situation both at an offi 
cial luncheom speech and 
in his repliesto questions 
from. Indiaa newsmen / 
accompanying Gandhi 


ratiya Janata Party 
(BJP),  acusec the 
Soviet Union on 5 July of 


interference in India’s domestic pelis .sident. 
He daimed the Soviets had | tern 


weaken the Indian Government while 


- | at the same time not allowing. to it 


fan. 





: tere tbe hoped- -for stability. The ten- 
ure. ane Erne Minister Prem. Tin- 


Jul 




























On the same day, the BJP asserted in 





ideis, officers are known to 


. have become increasingly frustrated re- 
cently over the wranglings among politi- | 


cians. A long-standing rift within the | 
Democrat. Party, the largest coalition 


partner, has done little to help things _ d 
mid-May | - 


(REVIEW, 16 July). 

But it was not until 
that the separation of powers idea 
was, publicly aired at an army-or- 
ganised TV talk show by a panel of three 
academics, including Amorn Rak- 
sasataya, the former rector of the Na- 
tional Institute of Development Admini- 


stration (a higher-learning institution) 


and currently a Senate member. Unlike 
the elected House, members of the Se- 
nate are appointed and comprise a 


majority of.senior miary officers pun afa 


civil servants. 





a statement: “It is humiliating for the In- 
dian people to find their premier turn- 
ing to Soviet propaganda and diplomacy 
for help in resolving a crisis which is 
domestic in origin and the result of a 
violation of democratic norms and 


| probity in.public life." 


Ajit Singh, the president of one of 
the two factions of the opposition Lok ^ 
Dal party — another right-of-centre 
grouping — also issued a statement on 5 
accusing Gandhi of lowering 
India's prestige by discussing the coun- 
try's internal politics in Moscow. He 
added.that Gandhi had made India a 


kind of junior partner in its relations. |- 


M the Soviet Union. 

MANCIAL Opposition. 
| also point to an alleg- 
.ed interference by the 
“Soviets in India's do- 
mestic politics. These 
Sources assert that an im- 
| portant Soviet official 
. had come to New Delhi 
- jn late June when the op- 
:position's search for a | 
|| candidate in the Indian - 
|| presidential election was 
under way. 
.  ltis alleged that. the 
unnamed Soviet emis- 
¿sary prevailed. upon 
Indi ian communist par- 
ties to sabotage tt the non- 


sour ces 


Inth the. ian communists 

















. during 79 July in n the 
| | English-lan uage daily kı 
| ing the official thinking, have raised 


gkol Post, an 





the publication was done in good faith. 
Konthi Suphamongkon, the news- 


- paper's chairman and former Thai am- | 


bassador to London, who wrote .the 
articles, concluded that the ground rule 


in the present constitution promos : 


endless rivalries. 


Í 4 _ significant new dimension has now 
P been added with an explicit call for 

Ü changes by Prasong Soonsiri, Prem's in- 
.| fluential secretary-general. Although 
| stopping short of proposing the powers 
eparation, Prasong told a public 
gathering on 8 July: “[In order to stop 
the current power struggle], we should 
| examine which articles in the constitu- 
tion need to be amended to provide for 
















greater stability and administrative | 


capability. We must attend to this prob- 


his decision not seek à second term. The 


| rightwingers had hoped that if Singh | 


were to run with the backing of the en- 


tire opposition and Congress dissidents, | 
it would have split the ruling party. In | 


turn, this could have led to a possible 


ouster of Gandhi as the leader of Con- | 


gress in parliament and as the prime 
minister. 


Dismissing the complaint against ! 


Gorbachov, Congress sources point out 
that his remarks were unexceptional, 
because all the Soviet leader had said 
. was that he was confident of India get- 
ting over its internal difficulties, and 
that he believed Indian society was 
quite responsible and capable of under- 
Mene the problems. | 


over Gandhi's own remarks at Gor- 


| Chor s 3 July luncheon that certain 


| forces which were trying to undermine 
the independence of nations were now 


becoming increasingly active in the | 


| ^| South. Asian region. He had also said 





| become a cam follower of others and 














| thwart all such: efforts. Sharing Gan- 
 dhi's concern, Gorbachov had said that 
the Soviet Union considered India an 
indispensable factor of peace and secu- 
rity in Asia. = 

- During the visit, the two leaders held 


| aides present — which centred on the 
| currentsituation in Afghanistan, Pakis- 


i t support on India's Sri Lanka 
| policy, but refused to elaborate on the 
details of the-secret talks. The Indian 


much difference of views on Pakistan, 















nown for clio: P 


questions about the timing and motives, . 
-| though sources in the newspaper claim 


Jut the Con gress sources jbered 


| India had not won its independence to E: 


_ three private discussions — without any |. m 


Lanka. Gandhi appreciated | 


leader added that there had not been | 


ply trying to 





cabinet or dissolving the hou 
. Political © observers poted that 
| Prasong" s remarks would aot have been 
made without the prime ramister’s tacit 
endorsement. Beth Pres and army 
commander “Gen. Chaewalit Yong- 
chaiyut have spoken in favour of a 
strong executive branch Aat can fully 

























concentratzon the task of tational man- 
agement without the constant worry of 
 intra-part y Ok DEP or #oubles from 






«sincere, the 


But wate t 
t affect would 






p m ting- 
: Hom Ts 
















g that differeaces of. opin- 
common and healthy in any 
democracy. many: MPs sa*-a separation 
of powers would remove the existing 










thoritarian 
ime minister Kukrit Pra 
een increasingly critical c 


- usher in ar au 





je. Former | 
i0j, who has | 
rpm took: 









: When Ge 












the question - 


z* confronta- 


kistan-Af- 
loss of en- 


Vaca lila) : Thi ; 
Soviets closer to india on. * 
tal issues. Hes E d 





field of science and techo 
agreemen: covers eight apphisticated | 1 
areas and involves the exc 
scientists. from each country in the 
three years; and cludes a 
joint commission to moniter further co- 
a a u 








ve the lemna by ras} wirling the | p 


: stitutional role in appointing the hea 


| posts or other positions of power. \ 
; few exceptions, the MPs’ claims to w 
| to serve the country have given. 

| abuse of power for personal gains. 
ducing a generally negative ima 
| politicians spending heavily to buy 
. and subsequently trying to recou 


a | interest in the proposals for co 
.tional change, the proponents o f ch 


: specifics. 


| to test public opinion between nov 
E September. 
check-anc-^alance mechassm and may | 


| commented one Asian diplomat. 


vh Pise New Delhi | p. 
stand by | m 


iet Union, "1 


* | Police plan counter moves 
as Sikh violence spreads 


| northern India for five days in the wake 
| of the worst killings by Sikh terrorists 
ver | who are demanding a separate home- 
4 dand. On. 6-7 July, Sikh gunmen mu 
| dered 72 passengers of three buses - 
| one.on a road 1n Punjab and two in 
| Haryanaon the Delhi-Chandigarh hig 
| way. Sikhterrorism, mainly confined to 
| Punjab, had for the first time- spilled 
| over. into the neighbouring Haryana 
state. | 


i | spreadin -to other areas outside P 
jab, the Indian Government has $ 

“special anti-terrorism cells in 

| north Indian statesand the t 


ed wit 
| supervising the. stepped-up secu 


| Delhi on L l 2 was convinced that t 
ange of 500 | 7 


































ae on the: oharchy's C 


government. | 
Successive parliaments have seen 
vast majority of MPs craving for cabi 


“investment.” 
Although there may be a lot of 


are long on generadues, and st 10 


Analysts expect more trial ballo 











iere is little doub 
owers-that-be want to see the chan 
ut they would have to lay more grou 
works to enlist public acceptanc 
































spate of retaliatory protest strikes, 
X arson and mob violence rocked 





Fearing that. Sikh terrorism is fas 


administered territories of D Delhi 
Chandigarh. These cells à 
"tracking. the. terr 





likely targets of terrorist attacks suc 
as the public transport system, ins 
stations, Tpos, hospitals, 
cinemas. 

A special meeting of the intellige: 
and police chiefs and top bureaucrats of 
the seven states which was held in Ne 


















munal strife enhances N 
pprehensions, because of the rec 
ndu-Muslim riots in the capital, 














































































ues to be in the grip “of worst 


PN 





arge of security, told the 11 July meet- 
that the new phase in the terrorists’ 


mpaign was the "gravest threat to the 





the editorial view of The Times of 
Phe newspaper had also sug- 
hat there could be a conspiracy 

; enemies to divert a large 











ike next in Bihar 


istrated by the massive police crack- 
own since the imposition of di- 
central rule in Punjab, the terrorists 
now said to be extending their ope- 
tions to other north Indian states. The. 
ttar Pradesh authorities suspect that 
Sikh terrorists are setting up a major 


Khalistan’ Commando Force — had 


custody of one of its members. But the 
forewarning did not help much, because 


, the terrorists gunned down 40 
u passengers on a bus in Punjab's 
atiala district. This incident might 
e passed off without causing many 
$ 
uring Hindu-majority Haryana. But 


ul 





ralysed life in New Delhi and many 
er.north Indian towns on 9 July. 


thorities and cooperation by the op- 
kept the violence in check. < 


Il as the states of Gujarat and Uttar |. 
idesh. As the The Times of India | PF 
ewspaper observed. in a front-page | 


; No that the dus has begun to settle 
Eifer the first sections under the |: 


Chidambaram, junior minister in. 


ty since independence.” Although — 
details of his remarks were not pub- 
he observation pear to re- 


; boi led if unromantz ' 
. from the long Mareos era." The first of 
these is : 
Aquino's government is transitional. 
. The second is that " Aquino's govern- 
| ment is a restoration. nota revolution," 
with “Filipinos self-exiledin the US dur- | 
| ing the Marcos years. . . flocking home 
| to reclaim compaaies, haciendas, es- 


er of troops from their primary | 
of border defence to internal secu- - 
nd that these enemies could 
and Uttar Pra- | 


threatened to avenge the death in police: | 


i police could not anticipate either the | 
ace or nature of the retaliation. ‘On 6 | ' as 
| transition wil go on in the upcoming 


ples elsewhere except in the neigh- | 


‘the next night, they held up two 
ses in Haryana itself and murdered 
"Hindu men, women and child- 


; Enraged opposition l parties- called 
xr a day-long general strike, which | 


obs in Haryana attacked Sikhs and 
ir property. But prompt measures by. | 












new Philippire Cerstitution, we can 


pause to reflect on some cf the "unfash- 
-jonable but durable nome truths" pro- 


pounded in REV Ew correspondent 
James Clad's cont ibuticn to this col- 
umn, Capital appearances and provin- 


. cial reality (22 Jan... | 
^Inthat column, iad describes three. 


truths gleanec frora istening to “hard- 
. . power-brokers 


that resident | Corazon 


tates and factories expropriated by 


“cronies.” 2 


. Finally, he cites": he last and largest 
` home truth of then: all. The best way to 
stabilise post-Mar-cs politics is quite 

deliberately te build ap old-style region- 


. al power-brokers wko have much more 
| staying power thamtzansirional cabinets 


in Manila." - 


The first. trun is incontestable. 


| Aquino herself has repeatedly said that 


r re-election and 





she will not stanc E 
that her majcr goal 





take over the lawraaking function. The 


local elections, so hat by the end of the 


| year the shap2 of thepost-Marcos politi- 
| cal scene will be largely firmed up. | 
C The secord:and ‘he third truths are 


intertwined. `f “the post-Marcos regime 
implicitly prc mises a return . . . to the 


good old days," aac if “the Philippines | 


has always bzen highly decentralised,” 


then we can expect tha: locally based . 
patrons will once again reassert their | 
control over their clients and form the ^ 
building bloeks of Philippine politics, 
This was the vell-eccumented reality of 
pre-martial law politics. In Clad’s col- 
umn, it was touted as the “acceptable - 
face of Philippine feudalism” and as a- 


possible "answer to ‘he insurgency.” 


— though, naturally, it is more widely 
held in the »roviaces than in Manila. 
The conclusion about its desirability. is 


- more controversizl and. for those who 
| do not happen tc be old-style power-. 


brokers, tenis. to be based on the effi- 


| cacy of regional k nzpins in combatting L 


Roxas, 


's to restore demo- 
. cracy: The legislative elections in May 
| were part of the tzassition, as the con- | 
-gress and the serate were elected to 


than two, now that the consti 





I have taken the space to summarise - 
the argumert bo h because it is well | 
reasoned and because it is widely held 


the communists. This efficacy has the. |. 
added benefit, both from the viewpoint - 
of regional elites and from that of the 
bourgeois returnees who' supposedly 


| are backing. Aquino, of obviating the 


need for redistributive reforms. — -~ 

In the provinces, during the May 
elections, there were signs of the second 
and third truths working. In the north, 
ousted president Ferdinand Marcos’ 
tourism: minister, Jose Aspiras, won a 
congressional seat, while the Singsons, 
a traditional Ilocos family, won two. In 
the south, Abdullah Dimaporo won a 
seat in the 2nd District of Lanao del 
Norte, while Mohamad Ali, Dimaporo 


_was involved in an election protest. = 





But the victorious traditional politi-. 


cians are not only found among Marcos | - 
allies. The Dimaporo situation was.du- J- 


plicated in the family of former vice- 


president Fernando Lopez in lloilo, 


with Rafael Lopez-Vito winning in the 
lone district of Iloilo City and. Alberto 


Lopez, involved in an election protest. 
` Octogenarian former speaker of con- 


gress Cornelio Villareal Sr. won. in 
Capiz, pre-martial law congressman 
Antonio Cuenco won in Cebu and the 
list of traditional names goes on through 
Aquino, Cojuanco “and 
Sumulong. |. ^ 5s € 

. In fact, the logic of the electoral sys- 
tem enshrined in the new constitution 
seems to cry out for regional power- 
brokers. Election by congressional dis- 
trict, with a deliberate dismantling. of 


| the two-party system, has led to a con- 


centration on local political. machine- 


building. Even after the current "multi-. 


party. chaos" has settled down into the 
multi-party system envisioned in. the - 


new constitution, the prospects are for 


the parties to be loose conglomerations 
of local notables. Such elites need only 
win in their local bailiwicks, without 


much aid from national-level elites, to 


maintain their positions. ... 


. Thus, the type of party prevalent be- 
fore martial law will be resurrected. Itis 
just that there will probably be more - 
YS | itution has. 
. Inthe face of all this, schol: 









alsoas- | 


ence between tinsel and tension, su 



























sions that can be drawn from a wide var- 
lety of sources is that the "good old 

ays” were gêne long ago and cannot be 
resurrected. The system of regional 
power-brokers was breaking down be- 
fore martial law was imposed in 1972. In 
fact, it was this very breakdown that 
made the imposition of extra-constitu- 
tional, one-man rule so easy. 

In the first place, the social basis of 
patron-client relations was breaking 
down under the onrush of economic 
modernisation and urbanisation. The 
“acceptable face of Philippine 
feudalism,” as Clad put it, was based 
first of all on a paternalistic landlord 
taking care of tenants. The political ex- 
tension of this was natural: if the land- 
lord himself was not in politics, he sup- 
ported some politician who could use 
the resources of government to do 
favours both for the landlord and for the 
landlord's clients. But now a new breed 
of capitalistic landlords has entered the 

icture, and they respond to market 
orces rather than the more personal 
feelings of noblesse oblige. 

In Negros, a landlord told me about 
the mechanisation on his sugar plant- 
ation. His manpower requirement for 
planting dropped from 20 to three, and 
for harvesting from 20 to one. The mis- 
ery of unemployment for the surplus 
labour is fodder for the insurgency, but 
not of moment for this column. What 
does matter for my argument is that 
this landlord now has fewer people he 
can influence to vote for the local 
power-broker. Possibly as a result, his 
candidate lost in the May elections. 

A second reason for the breakdown 
of the system is the increased competi- 
tion for the position of local power- 
broker. As the social base for patrons 
eroded, a growing middle class pro- 
vided more people who aspired to 
the role of patron. As more lawyers and 
government functionaries penetrated 
outside Manila, ambitions to traditional 
political power became more wide- 
spread. A well-documented result of 
this increased competition even before 
martial law was the greater turnover in 
public office, which led to unpredicta- 
bility for the entire system. 


h En mad scramble for congressional 
seats during the May election, in 
which there were often five to seven 
serious contenders, is merely the latest 
manifestation of this over-abundance of 
potential power-brokers. 

By the end of the 1960s, the politi- 
cian who perceived the possibilities in 
the reduction in power of regional 

wer-brokers was none other than 

arcos himself. He found that he could 
bypass them entirely and use the office 
of the president to dispense patronage 
directly to the grassroots. In this sense, 
his successful, unprecedented re-elec- 
tion to the presidency was merely a dry 
run for the more serious perpetuation of 
his power — the declaration of martial 
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law. The accuracy of his perception was 
proved by the ease with which a bank- 
rupt system collapsed unger his initia- 
tive. 

This is not to say that even the Mar- 
cos regime was able to cvercome the 
traditional Filipino limits > centralisa- 
tion. In politics, the successful break 
from Marcos’ Kilusang Bagong Lipu- 
nan during the 1980 eleetions by the 
Batangas-Dased Laurel family was re- 
peatee in 1984 by the Agbayani clan in 

angasinan. 

In government. the creaky machin- 
ery often failed in the field implement 
directives from the centre Witness the 
fact that in Northern Luzos. the Marcos 
Highway was closed by ss first rainy 
season due to construcson defects. 


€ When feudalism “ses its 
human face, as # has 


throughout the Phi&ppines, 


policy reforms are an 


alternative for bri hope 
to the grassroor-. 9 





Even a vanity project wes subject to 
subversion by ut-of-centrol local 
operatives. 

So, the Marcos regime was caught 
between two stools — anc ‘ell. It is na- 
tural that the traditional pc*ticians, see- 
ing this, should recommexd the tradi- 
tional remedies. Exampies of tradi- 
tional politicians making a-»ost-Marcos 
comeback tend te lend «-edibility to 
their statements. Still, given their self- 
interest in the matter, it is mecessary to 
look twice at the logic of their solution. 
Given socio-political realises, it is im- 
portant to remain sceptical of the dur- 
ability of any return to the geod old days. 

Even as an anti-insurgency device, 
localistic er-broking is met very cred- 
ible. In fact, the Huk rebellion (early 
1950s) was only broken when the na- 





tional government stepped in and im- 
posed its Own counter-insurgency tac- 
tics, instead of relying on the bumbling 
efforts of local elites that rherely tended 
to make things worse. When feudalism 
loses its human face, as it has through- 
out the Philippines, policy reforms are 
an alternative for bringing hope to the 
grassroots. Policy reforms :n Philippine 
history have tended to be imposed from 
the centre on reluctant provincial bosses. 


O ne obvious possibility for reform is 
genuine administrative decentrali- 
sation. In this way, responsibility for 
results from the creaky government 
machinery would be devolved to local 
levels. The new constitution envisions 
this, the Aquino government is rhetori- 
cally committed to it and the local 
power-brokers are in favour of it. Whe- 
ther these forces are enough to over- 
come the inertia of an entrenched 
bureaucratic machinery remains to be 
seen, but at least administrative decen- 
tralisation is on the political agenda. 

Given the breakdown in local poli- 
tics, not much improvement is to be ex- 
pected from mere decentralisation. 
Poverty, landlessness and the uncer- 
tainty of life will remain at the grass- 
roots, and the insurgency will feed on 
this. We have come back to the need, 
dismissed by the traditional politicians, 
for redistributive reforms. This need is 
widely recognised by forces as divergent 
as the leftist Alliance for New Politics 
(ANP) and capitalist technocrats as- 
sociated with the Philippine Institute for 
Development Studies (PIDS). 

Sadly. prospects for such reform are 
not good. PIDS-supported scholars re- 
port that in the first 11 months of the 
Aquino regime “the imperatives of 
equity often suffered due largely to the 
fact that the poor and the rural sector 
are under-represented in the lobbying 
arena." It was the ANP which tried 
most explicitly to represent the poor 
and rural sectors in the last election, and 
the ANP did very badly. Thus, political 
pressure from the peo oppo- 
sition for redistributive reforms will 
most likely be lacking. 

So, the Philippines is still in the posi- 
tion that has obtained since the over- 
throw of Marcos. The future depends 
on the actions of Aquino. If she tries 
"deliberately to build up old-style re- 
sora power-brokers” as advocated by 

lad's politicians, she courts the 
puo that comes from relying on à 
roken-down system. 

If, however, the traditional políti- 
cians are right and “the people backing 
Aquino have little interest in fundamen- 
tal reforms" then hecessary changes will 
not be forthcoming. However, if it is 
true that her political team is “pro-peo- 
ple," as was advertised during the May 
election campaign, we may get the 
necessary mixture of policy reform ini- 
tiated from the centre, and decentralised 
administrative implementation. u 
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| BySalamat Ali in New Delhi 


| perhaps India is not the only country 
M where mundane realities differ 
| sharply from the principles that were 
| laid down by the founding fathers of the 
| state and still are loudly defended by 
guardians of public morality. It is rare, 
| though, that the contrast between ideal 
and reality is brought into as sharp a 
focus as in the troubled Punjab state 
along the India-Pakistan border. There 
| is a tussle there over liquor sales which 
| underscores a governmental hypocrisy 
| that would be almost hilarious if it were 
| shorn of terrorist violence. 
— For the past four months, Sikh ter- 
 rorists have used guns and arson to close 
| down liquor shops. Murders of shop 
| owners and salesmen have been report- 
| ed, though the incidence of attacks has 
| fallen considerably since the dismissal 
| of the elected government of the state 
| and imposition of direct rule by New 
. Delhi in May this da The crackdown 
| on the terrorists, however, has neither 
. put an end to the murders nor enabled 
— reopening of a third of all liquor shops 
- burned down or forced to close because 
| of terrorist threats. But at least the re- 
| maining shops are not closing down as 
| fast as they were under the elected gov- 
| ernment. 
| _ Ironically, the state authority which 
| is now striving to protect the remaining 

















































- shops and reopen others, is the Con- 
| gress party, founded by the ascetic 
| Mahatma andhi. The previous Punjab 
| government was ruled by the Akali Dal 
| — the Sikh communal party voted to 

















The drinking way to 


| rising expectations 


power by the Sikh community, whose 
religion prohi»its aicchol. 

n India's constitution, under the 
state-directive principles, the govern- 
ment is required to enforce prohibi- 
tion. Alcohol is not served at any state 
reception in india or at any National 
Day celebration at anv Indian Embassy. 
The usual practice i» India at dinners 
hosted by capinet ministers for jour- 
nalists is to issue two invitation cards 
— one by the bureaucratic head of the 
ministry who serves liquor at his re- 
ception and the other from the minis- 
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Akali Dal guard: prohibitica. 





| the southern exit 


4 
$ . By Mervyn de Silva in Colombo 
| I felt as I did when as a small boy at 
| school in Brighton I stood in Brill's 
| baths and looked down at the water 
| so far below and nerved myself for 
| the high dive. I got everything which 
| Z was to take witt me to Ceylon, 
which included 90 large volumes of 
the beautiful 18th century edition of 
Voltaire printed in the Baskerville 
type and a wire-haired Fox Terrier. 
At last 1 dived, the waters closed 
| over me I took the train to Tilbury 
— | dock. n | | 
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pou" Woolf. a new recruit to the 
Ceylon Gvil Service, was the young 
man who took the »lunge that day in 
1904. Woolf held several posts in his 
seven years in C-ylon, notably as 
assistant government agent in Jaffna, 
capital of the Tamil northern provinces 
now the separatist stronghold, and in 
Hambantota, parto: the deep Sinhalese 
south. Out cf this last experience came 
his most imaginative work, The Vil- 
lage in the sungle, a novel sometimes 
compared by Asiaa critics to E. M. 
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ter to a dinner following the cocktails. 





The terrorist attacks on liquor out- 
lets were caused as much by purely secu- 
lar political reasons as by religion. Per- e 
turbed by the attacks on liquor vendors, 
the former chief minister Surjit Singh 
Barnala admitted that his government 
earned as much as Rs 2.7 billion 
(US$200 million) annually from various 
levies on alcoholic drinks. He said that 
of this amount, Rs 2 billion came from 
urban areas and most of that money was 
spent on rural development. 

The urban-rural divide in Punjab is 
on communal lines, with Hindus con- 
stituting the urban majority and the 
Sikhs dominating the rural areas. But it 
is doubtful whether Hindus consume 
more alcohol. In fact, it is asserted with 
some validity that Sikhs are the real 
hard drinkers and that those in the 
countryside consume a great deal of il- 
licit brews. Supporting this argument is 
the fact that the Punjab government is 
predicting a larger collection from the li- 
quor tax for this year, despite a new po- 
licy instituted in March which reduces 
the price of legally brewed country li- 
quar from Rs 33 to Rs 20 a bottle. The 

rastic price cut was designed to make 
illicit brewing uneconomic and open up 
the rural areas to the legal brands. 

The political reason for the terrorists 
violent termperance campaign is that li- 

uor revenue makes up à man propor- 
tion of the state's total annual income. 

Until the high cost of security opera- 
tions forced the state government to re- 
vamp its tax policy, Punjab had the low- 
est state-level taxation and the highest 
per capita income of any state in India. 

ut this did not prevent Punjab from at- 
taining a relatively high level of deve- 
lopment, inspiring the quip that Punjab 
had drunk its way to prosperity. 

The high revenues from liquor taxes 


Forster's far more famous A Passage to 
India. 

It was Woolf who encouraged For- 
ster to keep working on A Passage to 
India when its progress disappointed 
the writer. (In Hill of Devi, the debt is 
duiy recorded.) No reader would have 
understood better than Woolf the lines 
that Forster was to write: "The Mediter- 
ranean was the human norm. When 
men leave that exquisite lake, whether 
through the Bosphorus or the pillars of 
Hercules, they approach the monstrous 
and the extraordinary, and the southern 
x leads to the strangest experience of 
a o 

In his official work as district magis- 
trate and in his daily encounters with or- 
dinary people, Woolf the young, Cam- 
bridge-educated liberal humanist had a 
disturbing glimpse of the monstrous and 
the extraordinary. In his own mind, he 
was a conscientious civil servant, and 


compensated for the lower levels in 
other areas of taxation. The mounting 
costs of anti-terrorist operations may 
force the government to raise taxes even 
more. The terrorists want to force the 
government to strike the public where it 
hurts most — their pockets. 

In fact, it is now clear that the inten- 
sification of what had been isolated at- 
tacks on liquor shops followed the Pun- 
jab government's new excise policy. 
Under this policy, not only was the ex- 
cise duty reduced, the licence fee for 
vending was also slashed. Further, the 
government guaranteed non-interfer- 
ence from the police, who had extracted 
a cut from the profits of liquor stores 
under the pretext of enforcing excise 
regulations. 


T; ensure higher sales, the number of 
dry days was reduced. Liquor shops 
are closed on dry days — occasions of 
religious or national significance. The 
first of the month, when office employ- 


that he was, as his acutely observant en- 
tries in his official Hambantota diaries 
testify. But he found it increasingly dif- 
ficult to conform or adjust to the op- 
pressive orthodoxies of the colonial sys- 
tem, notunlike George Orwellin his more 
trying task as a policeman-in Burma. 

He returned to England in 1911 trou- 
bled about his future. “I did not feel I 
could explain to Mr Harcourt or to Mr 
Stubbs," he wrote in his autobiography 
Growing, "that I had come to dislike im- 
perialism, that I did not want to become 
governor, that I wanted to marry Vir- 
ginia Stephen and if that I didn't marry 
her, I would like to continue to be a civil 
servant provided that they would ap- 
point me permanantly assistant govern- 
ment agent, Hambantota." 

As it happened, he married Virginia 
Stephen, joined the “Bloomsbury 
Group" which included John Maynard 
Kevnes, Forster, Clive Bell, Roger Fry 
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ees are paid their monthly Salaries, con- 
tinues to be a dry day. Bet the 7th of 
each month, when Punje» industrial 
workers are paid their wages, is no 
longer dry. 

The impositiomof New :*elhi's direct 
rule has given some confidence to the ii- 
quor store owners. Earlic , they were 
asking for police protecties, Providing 
this was difficult because apart from the 
stores in the urbar areas, fere are over 
2,400 licensed liquor velors in the 
rural areas, according to zovernment 
records. But the 400 hundred new stores 
licensed after the mmpositien of the new 
excise policy have not yet opened for 
business and are presumably holding 
out to extract various waves from regu- 
lations. 

The devout Sikasin the Srmer Akali 
government desperately —eached to- 
lerance despite the religios Dan on al- 
cohol. The chief minister “eld a public 
meeting in April to argue ‘sat religious 
and social reforms.could næ be brought 


and Lytton Strachey, dabbied in politics 
and espoused anti-imperialist and 
socialist causes. Keynes remembers him 
as a “rabbi.” The artist Devid Garnett 
describes him as a “lean man, with a 
long hookec nose and bur up features 
and the ascetic lips of a Gesert dweller 
rather than those of the ypical Jew. 
Shaken by fever aad burnt »y the tropi- 
calsun..." 


Weer came om a sentanental jour- 
ney to Ceylon in 1968 as the hon- 
oured guest of the Ceylonese prime 
minister. His return was celebrated by 
the publication of his Hambantota 
diaries by the Ceylen Histocxal Journal. 

Now Woolf has made a return of 
another kind. A 5)-vear-cEi document 
discovered recent'y in the archives of 
Rhodes House, Oxford, ha made a re- 
freshing contribution to thexiebate now 
raging in intellectual circles on the is- 





about through the barrel of a gun. He 
offered the militants propaganda mate- 
rial worth Rs 10 million to preach absti- 
nence peacefully. He drew attention cir- 
cumspectly to the harmful economic ef- 
fects of the terrorists anti-liquor cam- 
paign, and pointed out that for the first 
time the government was levying a tax 
on wheat and paddy sold by the peas- 
ants. 

Terrorist attacks are normally con- 
fined to Punjab's three districts — Am- 
ritsar, Ferozpur and Gurdaspur. But 
there were reports of anti-liquor attacks 
from almost all over, including such dis- 
tricts as Ludhiana, Jalandhar, Faridkot 
and Kapurthala. 

One reason is the evangelic back-to- 
the-fold campaign launched in March 
by Sikh religious leaders. Their meet- 
ings were extremely well attended. 
Moreover, Sikh women are the biggest 
supporters of the campaign, who see it 
as a god-sent opportunity to save their 
menfolk from the clutches of alcohol. El 


land's harrowing and seemingly hope- 
less ethnic conflict. It is a personal 
memorandum submitted to the British 
Labour Party's Advisory Committee on 
Imperial Questions in November 1938. 
Although many in Europe had premoni- 
tions of the coming war, the British 
Empire was intact. 

But Woolf, the author of the memo 
and a member of the committee, not 
only anticipated the dissolution of that 
empire but proposed a new constitu- 
tional structure for one of its colonies, 
Ceylon. His 1938 memo has been pub- 
lished in Colomko’s daily newspaper, 
and Woo!f's sure grasp of the problem 
so long ago has made a remarkable im- 
pression, at least in the liberal-radical 
sections of Sri Lanka. The local debate 
is marked by partisan passion, prejudice 
and acrimony, and Woolfs memo offers 
a level-headed argument. 

Besides, many Sinhalgse readers 





































aln by Vivid ce : 
he s scene, but pedii 


quite a suc- 


amous filmmaker. | 
| many ways, C eylon hàd. bean’ im- 
| Britain's laboratory for constitu- 
il experimentation. It was small and 
ageable enough to be subjected to 


Donoughmore Constitiiion had 
'd.a measure of self-government 
he first "State Council". had per- 
| so well that further reforms 
being considered when World War 
roke out. In 1981, two years before 





alese south, Queen Elizabeth vis- 
ri Lanka: She came to mark the 
-anniversary of the universal 
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ziller, New York. US$16.95. 


Khen Filipino writer Carmen 
Navarro Pedrosa's The Untold 
y of Imelda Marcos first appeared in 
hilippines in.1969, her book — well 
arched but badly in need of an 
itor — created an immediate sensa- 
n because it unearthed all the sad 

> details -of Imelda Marcos’ 
cker ound which the then first lady did 
want publicised. ‘Speculation on 
elda did not see the value of 

ising on ‘her rags-to-riches story 
ed on her deep insecurity as well as 
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u by the “internationally | 
S eirLesier James Pieris, Sri Pans S 


without. Tunning the: risks of tur- : 
: “Universal : 





anti-Tamil riots erupted in the. | 


nchise and to pay a personal (and 


UN Mania S o | 


jal sanitised biograp y ian vrittet era 
a well-known w hose enan 


rst Cey onese. governor-ge 


It is against thes background that 


Woolf's memerandura can be fully ap- 
preciated. As an acvser :o the Labour” 


Party on coloaial affairs, Woolf advo- 
cated a scheme of radical reforms that 
has been described bytwoscholars, now 


resident at Oxford. zs “prophetic and. 
impartial.” These two scholars, one a 
post- -graduate Sinhalese student, sub- |. 
):  mitted a brie’ commentary to the Sri | ë 
- | Lankan . press. after rz 
















discovered do sument 





.as well as the ofical negotiations 
with the Tamis, with india as mediator, 


are drawn by a few xev terms such as: 


devolution, decentraiisation and auto- 
nomy — eithr prevncaial or regional. 
In his memo, Woolf erges an “ensuring 
of alarge measure of devolution or even 


| of introducing a federa! system on the 


Swiss model." | 
Where he is un-rringly accurate, 

































sinner and the saint 


elda Marcos: The Rise and Fall of one of the World's Most Powerful 
Nomen by Carmen Navarro Pedrosa. St Martin's Press, New York. US$15.95. 


razon Aquino: The Story of a Revolution by Lucy Kormser. George Brazille 


Predictably, that bock did not sell 
half as well as Pedrosa's. Also predicta- 
bly, life for tae Pedrosa family became 


very difficult so thes decided to leave - 
the Philippires. Ths was probably a 


good thing because soon after, another 
Filipino who same ost with an explosive 
book on the Marcoses disappeared from 
the face of the earth. 

That foolbardy writer was Primitivo 
Mijares, a jcurnalis: with a chequered 
past who hed once belonged to the 
coterie of sycophans around Marcos. 
Mijares had run the Mass Media Coun- 


cil which was in charge of granting | 


licences to newspapers Curing the mar- 
tial-law era. After bis falling-out with 
Marcos, Mijares wsote The Conjugal 


X Dictatorship of Ferdinand & Imelda | 
| Marcos, in which hexlocumented much 
of. the skuldaggery perpetrated by his | 
E former patroas. | 
— s. He has rot been seen ‘since: “The | 
.| Stories circubting a the time included | 


sadimg the newly 


"he parameters of tne political debate 





irased it: “Britains best bet. M "Ot Eo 
at | course, this is another reason why thei is- | 
zn ion | land's present traumas have so shocked: 
y | and addened the Western world. Sri 
| Lanka since iadependence has always 

" been regarded in the West as a “model” 
Third World c country. 
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would have to go anyway. 
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is d the opinión that provisior i Should | 
be made for the protection of | 
| minorities. This applies in particular to- | 
| the Tamils who oppose revision of the . | _ 

constitution and the granting of farther. Lb 
measures of self-government or m e 
grounds that the Sinhalese have u ad : 
and will use their majority against the 
interests of the Tamil minority. Protec- 
tion should be given to the governor's 
right to reserve his assent and by a pro- 
posal to. redelineate constituencies and 



















What woolf did not foresee clearly 
nough was that the (British) gover- 
nor's power as "neutral umpire" would 
be challenged soon by a popularly 
elected parliament and gradually under- 
mined, and that the British. governor 


"Another idea," he added, was an | 
adaptation of the Swiss federal-cantonal | 
system which “had proved extraordi- | 
narily successful under circumstances. | 
very similar to those in Ceylon, i.e. the 
coexistence in a single democratic. se- 
nate of communities of very different 
size, sharply divided 24 race, langage 





oui of his having been dropped from 
an airplane into the Pacific Ocean by 
unknown persons to rumours that he 
| was living incognito in Guam. 

After the overthrow of the Mar- 
coses, Pedrosa revised and updated her 
book. and: gave itanew title: Her Ameri- 
can publisher must have had an editor | 
work over the quaint prose of the earlier. 
book because the result is a slick, cliche- 
ridden work worthy of the National In- 


Pedrosa's new book has lost the ap- 
peal of her earlier work which had not 
- been over-burdened by censorious lan- | 
guage.and pop psychology. A lighter | 
| touch instead of the now-you-see-why- 
 She-became-so-evil theorising would 
have been more appropriate in a. book 
about that neurotic: first lady whose 
antics were viewed by the world with i in- 
credulity, disgust and amusement. 





pies because Imelda was Buh a. 

bizarre creature, a less judgmental | 
.tone would- have made Pedrosa's book. ~ 
A straightforward rend- ` 
s puerile posturings 
inus P. the 
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The German-speaking Swiss were 
gomparable to the Sinhalese, the 
French-speaMing to the Tamils and the 
Italians to the Moors (Muslims). Woolf 
proposed two cantons for the Tamils, 


one in the north, which has always been 


predominantly Tamil, and in the east 
where the Tamils constituted the largest 


group. 


We" would have regarded what 
has come to be known as the gov- 
ernment's “19 December" offer to the 
Tamils with mixed feelings. In it, 
Jayawardene offered to detach Am- 
para, a Sinhalese majority district from 
the eastern province, which would allow 
for a Tamil-dominated provincial coun- 
cil and the possibility of a northeast 
"functional linkage." India's Prime 
Minister Rajiv Gandhi has said that this 
proposal is a "good basis" for negotia- 
tions. Yet, Jayawardene has retracted 
the offer. And the eastern Muslims op- 
pose the idea unless they are given a 
council of their own. 

If Woolf were alive he would be 
deeply distressed, but he would proba- 
bly also be enthralled by how the poli- 
tics of language is bedevilled by the lan- 
guage of politics. A single word in fact: 
"Federal." 

Federal is anathema to the Sinhalese 
since the word is equated with "separate 


suage Imelda's enduring 
bitterness about her 
second-class childhood." 
And: "She carved the at- 
tention of the world with 
the fervour of the child long 
ago who had so craved the 
attention of her self-ab- 
sorbed parents. She was 
driven to do something 
truly unique now to win the 
attention she had failed to 
receive then — no cost was 
too high to reach this goal." 
Many Filipinos have 
their favourite Imelda 
stories. Pedrosa obviously 
cannot recount them all. 
The stories range from the 
one about Imelda expound- 
ing to foreign diplomats on 
her theory about holes in 
the sky through which spe- 
cial cosmic rays shone bless- 
ings exclusively on the 
Philippines, to the one in which she 
ordered her plane to turn back to Rome 
after taking off because there was no 
cheese on board for her and her jetset- 
ting friends. 
ere were the tales of her miscar- 
riage after learning of her husband's af- 
fair with a Hollywood starlet and her 
staging an elaborate burial (which a 
Manila newspaper columnist. dubbed 
"The Funeral of the Fancy Foetus," 
thus earning detention for himself when 
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kingdom.” and the island’. ancient his- 
tory is a chronicle of division, of warring 
(Sinhalese and Tamil) k:sgdoms, and 
incursions from [{Dravidisn) southern 
India. To make matters worse, the 
Tamil wore kadchi in the name of the 
main Tama! party (the Federal Party) 
conveyed the same meamng of sepa- 
rateness. 

Woolf, nonetheless, anticipated a 
popular Sinhalese objeation today, 
which has it that federalism is a good 
idea, but rot for a small eeuntry. “The 
objection that Ceylon ane its subdivi- 
sion are toe small for suche system does 
not hold water," he wrote his memo, 
giving the comparative statistics, land 
area and population of other federal ar- 
rangement. 

History ordaimed tha: the Diaries 
would be discovered in 1:50 by a civil 
service cadet, a Sinhalese. when he was 
posted to Hambantota. I: was obvious 
to the cadet, a student of l@erature, that 
these were more than - day-to-day 
bureaucratic record, certamly the style 
was not officialese. Weolf was a 
sociologist. without knowsag it and be- 
fore the term became -cademically 
fashionable 

A comparison of the Dweries and Vil- 
lage in the jangle coffers mary rewarding 
insights into the creative process, an 
interesting contribution tough not as 


Marcos declared martial aw). Then 
there were the deus of Imelda jetting 
ahead of Pape John Paul IT ss he flew to 
various prowinces so that $e would be 
the first to greet him at each stop and 
thus be in all the media coverage. 

It may be understandatle for Ped- 
rosa to allew her bias tc colour her 
prose, which is why she glasses over the 
fact that, while Manila’s apper crust 
considerec Imelda Marcos a parvenu, 
those Filipmos who lived in poverty 





substantial or self-conscious as that of 
his wife, Virginia Woolf's contribution 
A Writer's Diary. 

What if Virginia Stephen had re-. 
jected him, and Woolf had carried out 
his threat to return to Hambantota, 
marry a Sinhalese wife and make his dis- 
trict the most efficient and prosperous? 
An attempt to answer the question pro- 
duced the only adverse comment on 
Woolf in the current discussion. Unim- 
pressed by Woolf's anti-imperialist cre- 


dentials, the literary columnist of The | — 


Island, who writes under the pen name 
Andare, wrote: "We would certainl 
have had another dilettanish Englis 
civil servant pottering about Ceylon's 
exotica but never driven to total com- 
mitment by the errors of his previous 
ways." 

In defence of Woolf's anti-colonial 
views, Sri Lanka's eminent biblio- 
grapher, lan Goonetilleke, recalls this 
delightful tale from William Plomer's 
Electric Delights. When Woolf was 80, 
Plomer had stayed as his guest in Sus- 
sex. In Woolf's garden was a stone Vic- 
torian bust of a serious-looking man. 
Plomer was told that it was James 
Stephen, “a redoubtable under-secret- 
ary of state for the colonies in the 19th 
century." Woolf went on: “He looks it, 
doesn’t he? I invariably use it to 
pumpshop on [urinate]. . ." 





looked on her as an idol to 
be admired and adored. 
Because the mass of 
Filipinos cherish entertain- 
ment to liven up their 
dreary lives, Imelda the 
superstar was a source of 
awe and inspiration — 
even national pride. Her 
propensity for power and 
pomp was bizarre and idio- 
tic but it did not make her 
the totally’ despicable 
character Pedrosa por- 
trays. 

In many ways, Imelda 
Marcos was really the vic- 
tim of Ferdinand Marcos, 


the consummate politician 
who elevated graft and pre- 
varication to a high art. She 
simply was his very willin 


pupil. Theories aboun 

about why Marcos gave his 

wife so much political lee- 
way — they range from his being totally 
under her thumb to his giving her all the 
rope she needed to hang herself, thus 
deflecting criticism from himself. Even 
today, many of Marcos' faithful sup- 
porters blame Imelda for having created 
the circumstances which led to their re- 
vered leader's downfall. 

It is easy to revile Imelda Marcos for 
having been both wicked and stupid, 
just as it is easy to see why she continues 
to be a colourful — albeit pathetic — 
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subject for the media. By contrast, 
Corazon Aquino seems somewhat drab, 
obviously begause saints are dull when 
compared to sinners. Lucy Komisar's 
book about the Philippine leader is a 
sober account of the former housewife's 
rise to power. 

Komisar, an American freelance 
writer who was in Manila during the 
1986 uprising which toppled Marcos, 
tries to convey the drama of the events 
she witnessed and, in the process, por- 
trays Aquino as the Philippine Joan of 
Arc. Komisar admits that she never in- 
terviewed Aquino but she has done her 
homework well and marshalls her facts 
competently. She also has, perhaps inad- 
vertently, painted Aquino as simple and 
sanctimonious — which, to her critics, 
she is. In fact, some Filipinos have taken 
to calling their president "Santa Cory.” 

Komisar's book, with its understand- 
able admiration for the courageous lady 
president, reflects this attitude. While 
portraying Aquino as the female David 
to Marcos' Goliath, she also cites the 
factors which contribute to the coun- 
try's continuing instability. 





























: penik however, more and more 
Filipinos are losing the optimism 
they felt when their gutsy lady president 
first took over the government. Because 
many of the problems created by Mar- 
cos remain and because Aquino has 
been unable to solve all of them quickly, 
some Filipinos seem close to succumb- 
ing to the restiveness and apathy of the 
recent past. The signs of this are evident 
in the increasing skulduggery being pro- 
moted by shady characters in and out of 
government. 

There is former defence minister 
Juan Ponce Enrile who was Marcos' 
willing accomplice and who is now pass- 
ing himself off as a born-again Christ- 
ian; there is Aquino's Vice-President 
Salvador Laurel, whose pompous pro- 
nouncements show how badly he covets 
the presidency; there are the disgrun- 
tled military factions which brandish 
their machismo while professing to be 
patriots; there are the released com- 
munist leaders who engage in sleazy tac- 
tics to cover up for their rejection by the 
voters, and there are the communist 
guerillas who are bent on destruction. 

All this promises to make life ex- 
tremely difficult for Aquino, but the 
situation is still not quite that which had 
been predicted by her slain husband, 
Benigno Aquino, when he said: “Who- 
ever follows Marcos would inherit a 
host of problems and would stink in less 
than a year." 

It has been over a wear since Aquino 
started grappling with her country's 
myriad problems, and not too many of 
her detractors and enemies have dared 
to say that she stinks. But they are say- 
ing that, given the ever-widening quag- 
mire in whichethe Philippines finds itself 
today, it will not be long before she 
sinks. ^ — Isabel Taylor Escoda 
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FEMINISM 
The female factor 


Feminism and Nationalism in the Third World by Kumari Jayawardena. 
Zed Books. No price given. 


hters of Independence: Gender, Caste and Class in India by Joanna 
Liddle and Rama Joshi. Zed Books. No price given. 


he woman's rcle in developing nations is a sensitive , social and 

economic issue in many Asian countries. This is true in India, 
which offers femirists a major challenge because of the religious, ethnic, class 
rele, Clim vu bo th bride burning, excessive dowry payments 

on issues like ,ex e or 

polygamy "ave to find historical and religious is to uae thle dò- 

convincing. But most history has been en by men and women have 

been ignored by most . Both these books attempt to give women an 

ef their predicament by trying to rewrite history from the 
woman’s point of view. 

Feminism and Nationalism deals almost exclusively with the role of women 
in Asia in the 19th and early 20th centuries. The author covers most r 
countries in Asia. giving a brief and illuminating synopsis of their hist $ 
highlighting thercle that women played. The author tries to rectify the impres- 
sion that women kad little to do the anti-colonial movements that swept 


through Asia. asises that the real female issues were given secondary 
importance to the 


endence struggle at hand. Such was the case in India 
and the Philippines. 

There were a number of common de- 
nominators. Kings, who tried to liberate 
women before their time, especially in 
Muslim societies, were often over- 
thrown. This was true of Shah Reza 
Khan of Persia who abolished the veil as 
early as 1936 and King Amanullah of 
Af, an who tried to do the same. 

the author stresses that most 
Asian countries have a tradition of pow- 
erful women warriors and queens, al- 
lowing historical precedents for indi- 
genous liberation movements for 
women, e En women 
also playeda role. and Irish 

es started women’s organisa- 
tions in India, giving women a window 
to the women’s movements in the West. 

Today mullas in all Asian Muslim 
countries insist that feminism is an im- 
porises commodity, introduced by god- 

women educated abroad. Equal 
and human rights for women, argue the 
feminists, is as much or as little an im- 


co as Islam was when it was first introduced into Asia. 
Daughters of is based on a research project which involved 
interviewing 120 essional women in New Delhi. All the women were col- 


lege educsted or better, had good jobs in medicine and education (traditional 
female occupations) or the new fields of management and the civil service. In 
the Indiam administrative service there are now some 350 women. 
these woraen the authors att to identify the issues of caste, class, 
and sex. But at this high social level the real problems become blurred. 
ven though scme wemen have stories to tell of at home 
or on the job, wemen from rich are rarely afflicted with the kind of 
caste or problems from which most Indian women suffer. In fact, the 
kind of these wealthy women talk about — for e , whether the 
husband ss ng the housework or not — betray their . And so the 
An imerentag expect of the book fo the impact et Pasties of the 
n inter e on many 
Hindu a nE Miel Boulbm laveived in Qui Canit aE Feci bo 
came and insisted on education for girls so that they could stand 
on their ewn feet. The same also true of Muslim families who 
migrated to Pakistan and settled in , which explains the independence 
of many Mohajir(refugee) girls there. — Ahmed Rashid 
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Which copier 
fits best 
in your office? 


Out there somewhere, hidden among the dozens of 
different copiers available today, is one that fits with the at 
needs of your office. -e 

And if it’s your job to find it, we'd like to suggest 
that you begin your search at your Ricoh dealership. 

You'll discover that Ricoh copiers come in all sizes and 
shapes, and offer a wide range of impressive capabilities. 
They also bring you some of the industry's brightest 
and most reliable technology. And best of all, they're 
incredibly friendly to the people who use them. 

Innovations that make work easier and the office more 
efficient are abundant in Ricoh's world of copiers and 
other advanced office products. 

That's why today, with so many copiers to choose from. 
it makes sense to consider Ricoh. THE FRIENDLIEST NAME 

Because when it comes to performance, value and IN OFFICE AUTOMATION. 


reliability, Ricoh copiers put it all together. I" l (5 (0) H 


RICOH COMPANY, LTD. 15-5. Minami-Aoyama 1-chome, Minato-ku, Tokyo 107, Japan COPIERS - FACSIMILE - PRINTERS -WOPYBOARDS « CAMERAS 
RICOH BUSINESS MACHINES, LTD. Room 2808 Wing On Centre, 111 Connaught Roast Central, Hong Kong 


HONG KONG: Gilman Office Machines 20/F Tai Yau Building, 181 Johnston 3oad. Wamchai, Hong @eng Tel: 5-8930022 Fax: 5-8935525 

INDONESIA: P.T. Nirwana Wahana Sejahtera 30. Let. Jend. Suprapto, Jakata Pusat Wel: 413921 Sax: 413921 

SINGAPORE: Wywy Private Ltd. 12 Hoy Fatt Road, Singapore 0315 Tel: 4722155 Fax 4792607 

MALAYSIA: Wywy (Malaysia) Sdn. Bhd. 10 Jalan 223, 46100 Petaling Jaya, Selangor, es! Malay» Tel: 7570088 Fax: 7570990 

TAIWAN, R.O.C.: EOS Systems Corp. 9/F No. 1, Sec. 4, Nanking E. Road, Taipei Tel: *-5375660 “sx: 2-7126843 d 
THAILAND: Gilman Office Automation 1041 Silom Road, Bangkok 10500 Tel: 2-2349885 Fax: 2- 368879 

SRI LANKA: Hideki Finance & Investment Ltd. P.O. Box 684, 12, Galle Face Courts, Sir Mohamed Wacan Markar Mawatha, Colombo 3 Tel: 35000, 547119. o 
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Behind this succ: 


When we developed The ?eninsv.a, Hong Kong in the early twenties, it was a marketing breakthroug 
Its founders saw clearly the need for deluxe accommocation in Hong Kong and responded by selecting the territorv's prin 
location and spared no expense in construction and feature 

And now history repeats itse 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthroug 

‘ Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with the latest in-roo 
communications technolog 

. We are committed to providing the best service m travellers worldwide. We made that commitment with our first hot; 
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js stands another 


The Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel x 5 
In fact, we live up to our commitment in all Peninsula Group operations, fron? he deluxe Manila Peninsula to the spatious 


^ 


Garden Hotel in Guangzhou to the highly-acclaimed Jianguo Hotel in Beijing aad the recently THE 

restored Repulse Bay Restaurants in Hong Kong. PENINSULA 

And we will continue the commitment with our newest hotels. the Portman Hotel in San GROUP A 
Francisco (A Peninsula Group Hotel Affiliate), opening July 1987 anc the Portman Shanghai, ‘Scr 

opening mid-1989. Rather than rest on its laurels. The Peninsula Group understands that it is only \ F, " 


as good as its last success. é 








Hennessy — 
The Original X.O 








«We need 


a computer 
that grows 
with us 

... painlessly. 
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. NCR Computers 


Our ihcremental architecture lets you add power without disruption. 


Managing business growth 
is a 24-hour a day job. You 
cant afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

[ ] Installing replacement 
hardware and operat- 
ing systems 

C] Putting up with 
computer downtime 

[ ] Retraining staff 

C] Building new facilities 

[ ] Recompiling 
applications 
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A growing business can't 
stop and wait for 2s 
computer to catck up. 


Thats why NCR cssigned 
incremental archre=cture. 
Simply stated, it lats you 
add computer power by 
the slice. And you can 
add that power at frac- 
tion of the cost of tradi- 
tional system con™=rsion. 
Often while your =xisting 


programs continu= to run. 


NCR makes it posible 


ere 








with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
It’s part of NCR’s 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 

your NCR representative 
or distributor today. 


Computer peWormance 
where and wherNyou need it. 


NCR Offices: Australia, Fiji, Hong Kong, Japas, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan. 
NCR Distributors: Bhutan, India, Indonesia, Korea, Nepal, New Caleeamia, Solomon Islands, Tahiti, Thailand, Vanuatu. \ 






The Minolta AF-DL. The compact 


dual lens autofocus camera 
that’s twice the fun. And twice as easy. 


Double the fun. Double easy. That's the Minolta AF-D_, the compact autofocus 35mm camera 
that gives you the choice of two lenses at the simple touch af a bu'ton. A 35mm lens for great 
scenics and group shots. And a 50mm lens for wonde-ful portraits and close-ups of children. 
The AF-DL also gives you plenty of automatic features for easy, fun-filled picture taking. 

Like precise autofocus. Total freedom film operation. Advanced automatic 

exposure. And automatic switch-over flash. All at an afordable price. 
The Minolta AF-DL. Picture taking that's twice the fun. 

And twice as easy. 














Minolta Camera (S5. Ltd.. 30, 2;CF ome, Azuchi-Machi, Higashi-Ku, Osaka £41, Japa 











op By Bruce Roscoe in Tokyo | mE 
e ffshore diversions seem to have | change rate and US and 
| MJ brought the Tokyo stockmarket's | terest rates. l 
| eight-month-long climb to an end. | Superimposi 
. Leading sectors of the market have lost | yen on a` S; i 
| around 30% of their value in just two | shows both: à 
-] weeks as a result of continuous small-lot | lel, and sortet 
| selling, while scores of Japanese fund perfection. By 
| managers simply: declined to play the | the opposite sh 
game. should depress ss s, à 
From a peak. of 25,929. 43. points | higher value of the cu v whittles 
-| reached on 17 June, the 225-share Nik- away the profits o? Japanese manufac- 
j| kei Stock Average had lost 1,959.67 | turers and tenders. | 
| points, or 7.696, at the market'sclose on 
| 15July. Financial i issues, which showed 
| the strongest gains this year, and stocks k 
| insuch areas as construction, real estate companies’ pete p sip 
and railways, which are most sensitive | prove, Japanese investors 
to domestic demand, fell heavily. not buy shares. l 
‘Tokyo stock prices are still high com- Oil prices have become a 
pared with year-ago levels but the five- | ward indicator of Tokyo 
day fall which took the Nikkei yeas Crude oil once: 
to 23,472.42 points on 8 July erased four | the past mott 
months. of gains in some sectors. A com- | dollar's rali 
bination of factors is depressing. prices, | so much cf Ja 
but the recent economic. upturn has | markets read hi 

got the most credit for returning Japan- | sign that Japar’ s 
ese corporate stock-players to their fac- | surplus wil! weaker, which 
tories to manufacture products rather | selling. As the yen is sold f 
| than. seeking  money-game pou US unit strengt mene Japanese 

- Institutional Japanese in- i 
vestors have not lost their en- 
thusiasm for securities. It is 
just that they have demar- 
cated more of their funds to. 
overseas markets. 

Critics of about everything 
that goes on in the Tokyo 
market say they have been 
proved right: outrageously 
high stock prices bore no re- 
lation to company earnings, 
andareckoning would come, 
and come in crashing style. 

But the skidding market 
may have as much to do with 
Japanese corporate earnings 
asa bear'sden doestoabull's 

| pen. This is the view of one 
| faction of Tokyo. stock 
analysts which holds that cap- 
ital flows between the US and 
| Japan are a main determin- 
- ant of Japanese stock- “price 
levels. — 
| If the relationship is not 
. |. directly causative, then at the 
|. very least both the outflow of 
| Japanese capital and Tokyo 
~ stockmarket prices are gov- 
erned by like macro-econo- 
mic factors. Most powerful 
among these are the price 
.of oil, ME MS. doa ex- 





faparese in- | 





sf the rising | 
erage chart | 

lose paral- - 

almost to 

reasoning, 
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sive a o nese. inves 
not be ditching. Tokyo tock 
| mainly US securities, when: 
-| duy nor sell they leave the ma 
nerable .to: the whims of spe 
groups of Japanese investors, 































choose when’ big- -volume investors 3 
not around,» . p, aes 
It is significant that the mark: 
allen on volume of only a quarter o 
ievel of peaks recorded last year 
saw 2 billion-odd shares trade 
| The value of turnover on the Fi 

tion of the Tokyo Stock E hang 
TSE), which fell from ¥1.59 trillio 
-US$10.54 billion) at 22 April to the 
3400 billion-level in July, similarly 
-points to the el i of ‘big buy: 
ng energy. 
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i the US. Thus, a picti 
emerges of tlie Tokyo 
. market as a mere pas i 
_for the excess liquidity o in 
.Stitutional investors, whic 
really are conducting - 
-. more than a colossal tran: 
| Pacific arbitrage exercis 
tween Japanese and - 
securities markets. | 

In June, as the venstart 

. falling and US inte 
stabilised, Jap. 
Ors are estima 
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Tokyo say Japanese invest 
ors OU USSS billio 





































5e 

















T BE. M Nu - 

SE MAMI aS OND 
1986. 

(monthly value) 







ect the figu 
to top faye 
E WV city and re- 
gional Japandse banks are 
"believed to b& most active 
in the US TreaWury and cor- 
Pes -bond market, while: 
ife-assurers are said tc A 


























ITVIEWDISGRAM by Andy Targand han Kwong 












tal began. the price e os crude ot 








he value of June oil imports up to” 








year-before figure: A preliminary re- 
port by the Ministry of Finance (MoF) 
hows the June unadjusted trade 
surplus at US$6.6 billion compared with 
$7.36 billion in June 1986, and show- 
a year-on-year drop for: the second 
se ' month. Thus, selling pres- 
eon the yen mounted. 
apanese fund-managers are saying 

































yo stock prices to perch on clouds, 

h there are exceptions to this rule. 

yen weakened, the electrical- 
nery sector on the TSE rocketed, 

ng many securities companies off- 
d. That rally, which saw gains of 50- 
o in less than three weeks, appeared 
| by the expectation of higher earn- 
ngs growth for exporting firms. Some 
ysts believe that the entire market 























‘ofits to be made from increased govern- 
ent public-works spending. ! 





levels, Japan's investment environment 





government fiscal measures, such as 
| successive interest-rate cuts, which at 
. last are stimulating the economy. De- 


"he. Eurodollar Japanese warrant- 
"bond market seems to be on the 
ink of collapse. Scared by steep price 
eclines on the Tokyo stockmarket, and 
ncreased price volatility, international 
nvestors are shying away from the 
'okyo stock price-linked instruments. 
^s a result, Japanese companies are 
ow bereft of a multi-billion US-dollar 
unding source. 

From April- -June this year, Japanese 
companies raised US$7.9 billion in this 


















































i mount raised in January-March. This 
onth, around 50 Japanese companies 
d planned- to issue warrant bonds 
worth some US$6 billion. Seven of 
hese issues have been either postponed 
or cancelled: | 

oto 1982, Japanese companies 
lave m able to iss je. warrant bonds 
























































preciated by around 50% to an average i 
US$18.16 a barrel in June. This pushed | 


US$1.45 billion, 40% more than the | 


x -yen will have to appreciate again for | 


iy drift towards earnings as a theme, as 
esult of both new export growth and |i 


Apart from oil prices and currency | 


itself is changing, mainly as a result of 


over-the-counter market, four times the. 


"warran 23 gmient of the "bend 1 into |. 
res and yet still receive meee income. E 








pre | 
3 it-store sales and other consumptio 





the beginnings of a r-duction in the cur- 


rent-account surplusare not yet enough 
. to alter significant'y the excess liquidity 


of the current market environment, 


especially at a time when money supply 


is growing at a à 10. 2% year-on- -year rate. 


The shine. comes off Japanese Eurodollar wa-rant bonds 


Since the life of these bonds is gener- 
ally five yea-s, they-are in effect a long- 
dated call cption. Their popularity at 


issue shows ‘he degree of confidence in-. 
| vestors hold in the »ong-term prospects 


of the underlying:skares. Thus, the ina- 
bility of a market to accept new warrant- 
bond issues signifies that some investors 
hold no hop: for the future. 

Although at firs: understood only by 
a handful ef profess:onal speculators 


who were prepared to punt on the | 
„Shares prices of 'itle-known Japanese 
«companies, the market quickly matured 


as big Japa 1ese manufacturers rushed 
to exploit broader investor confidence 
in ever-risirg Tokyo stock prices. Such 


confidence 3as been so high in the past 
.year that Japanese issuers have been. 
-able to get away with fixing cout ns on 1 
the bonds a: less than 2%. | OE. 





_ Many individua! issues were o 
the US$10) million-level, 


big-name issuers such as Kobe Steel, 


.| Toyota and food grant Ajinomoto lent 
t | respectability to the panters' game. ; 
By July 7986, the market boasted 288 

| outstanding issues and a capitalisation 
pef: around US$16 billion, wir thea mar- 








indicators are showing healthy spend- | fationshi 
"ing. Strong domestic demand saw GNP | 
advance to a1 annualised rate of 4. I% 
| for the Janua -y-March quarter. | 
. . But liquid ty levels are still high. Ase a | 
d recerit Morgen Stanley report stressed, 

the “modest pickup in the economy and 


pulling. the market up i 



























ment 


pping 
= twice the 
| value of the market's early issues, and 













are the abie to watch for in 
adopting a very defensive posture to- 
wards the market." © * 
Last year, interest rates were cut five 
times, oil prices tumbled and the yen 
rose steeply. These factors: combined to 
provide what Japanese stockmarket 
analysts called ~ triple-merit" 
theme, which became a powerful engine 
tter disregard 
of corporate earnings. Nome: ot those 


par d | üterest rates, 









factors is now at work. 


cei (dinty over the dipatón -of the 
huge market in Japanese Govern- 
bonds is also making the 
stockmarket skittish. When interest 
rates appeared to bottom in June, gov- 


| ernment bond yields rose, pushing bond 


prices down, which in turn stole conti- 
dence from stocks. = 

While financial analysts s see no im- 
mediate end to high liquidity levels, 
there will be at least some drain. 
surplus investor cash when some" | 
lion worth of bank offerings « comes ‘onto 
the market later this year, to meet anew 
rule set by the MoF for higher capital 
ratios. The MoF itself will be looking to 
raise at least ¥5 trillion from its continu- 
ing float of Nippon Telegraph and Tele- 
phone (NTT) shares, which are expect- 
ed to hit the market in October or 
November. . 





ket value of the underlying equities at 
about US$31 billion. British stockbrok- 


| ers James Capel & Co. puts the present 


size of the market at around 500 issues, 
worth US$15 billion; for an underlying 
equity value of. US$47 billion. 

Japanese resident investors were al- 
lowed to buy overseas-issued warrants 


| only from 1986, which gave the 


Eurodollar warrant market probably its 
biggest boost. Before, only non-resi- 
dent investors could obtain Japanese 
equity leverage outside Tokyo. 


T size of the market outgrew its 
dealers’ capacity to make markets at 
the secondary level. Their job was not 


| helped 2 coupons so low as to attract 


only stockmarket punters. Causing and 
compounding this fundamental weak- 
ness was the rush of Japanese brokers to 
depress coupons to the 1% mark while 
trying to push scores of client companies 


+ into the market at the same time. 


But these were mere symptoms of 
the market’s malaise. The cause was fall- 


ing stock prices in early July in key sec- 
tors on the Tokyo exchange. Issuers 


were ‘unprepared: their queue was two 


“months long, stretching from - April 
. when most issues planned for July had 
+ been arranged by Japanese lead-mana- 
- gers and approved by the MoF. 


Mitsubishi Chemical's June issue for " 
US$200 million s spo orted a i coupon ofjust 











le market. Sn ali 
probably have "been hurt badly in the 
past three weeks. Observers at the sales 
departments of some of the smaller Ja- 


with alarming frequency staff telling 
clients that there are simply no buyers 
for the stock they want to sell. 

The TSE is relaxing margin. cash col- 


“| viduals to trade. Margin transactions 
. fell from 40% of all individuals’ stock 
; trades in April to just 20% at the begin- 


| to allow NTT shares to be included 
-| among those which can be advanced as 
j collateral for margin buying; and also 
.. |, bought on margin. 


c. highest in the world among major ex- 
“T. changes, are also to be reducéd, ouem 
-4 this measure was planned before the 
i|, market lost steam. It may help bring 
| some investors back, especially the 
growing number of those whé trade Ja- 
panese equities off the Tokyo exchange 
to take advantage of negotiable com- 
mission rates in London and New York. 
TSE commissions are expected to be cut 
EY least 20% for trades of more than 









missions which non-TSE menibers must 
.. pay to members to get orders executed 
may. also be cut or the rate freed and 
open to negotiation. : .uü 


1%, a record broken in the same month 
by railway company Tokyu Corp., 
|- which raised US$150 million with a 
0.875% coupon. Toyota's US$800 mil- 
lion issue on 25 June was the last for the 


market to swallow. Rejection of a | 


Minebea June issue was follówed on 1 
July with “postponements” announced 
by Sumitomo Chemical (later rescind- 
. ed) Mizuno and Ishihara Sangyo. The 
next day, Ando Construction, Hanwa, 
Handa Shokai and Yokokawa Denki said 
they could not issue either. 
Warrant experts. at James Capel be- 
lieve the market may have bottomed. 
They note that it hiccupped last October 


when. Tokyo share prices fell, and also. 


in April 1987. 
More than ever the markét is now a 
.] Speculator's paradise. Usually investors 
"^ pay a premium for warrants of around 
: 2096, which means that the cost of the 
";] warrant is set above the market price of 
the shares it entitles the holder to buy. 









no such premium, making instant arbi- 
M e possible by buying the warrant 


nd immediately converting it, or wait- 

ing for just a small rally in share prices. 
Fortunes may be made. Investors 
who. bought trading-house C. Itoh war- 
rants for less than US$100 in 1982 and 
sold them for just over US$2,200 in 1986 
know how to do it. 





investorsi in particular | 


 panese securities firms say they hear | 


| lateral rules to make it easier for indi- 
T ning of July. And the MoF is prepared 


One uee the market is 
TSE commissions, which are the | 


iS iy true. 


| other sectors- 
0 million, and the 23% share of com- | 


| July, 50 s [ 
| the first sex tion of 








lost only 28.8%. 


| mare, and ar acid 


-But the prices of many outstanding is- | 
sues have fallen to a level where there is | 


Fóreign maet analysis are at sea in the TSE 


essimists. — usually foreign — who 


for the past three-and-a-half years 


have beer saving that Tokyo stocks 
were too higa, have been proven wrong 
by a market whose heart seems te pump 





"blood no matter how pulverised the 
body. Recent market falls appear to 
lend some credibility to the pessimists’ 


case. But if their prediction are finally 
right, it s probably for: h 
reasons. : 












225-stock Nikkei Average 


self i is e Because 
ofthe market's financial se 


unchanged or en fall, and he reverse 


hile low-volume sellis 
cial- issues was the 
main cause of the 
Nikkei’ s recen: re- 
treat, - stocks in 
Tes 
corded big zains. In 
the four weeks to 6 


of finan- 






























the Tokyo Stock 
Exchange (ESE) 
rose from 13.8% to 
78.796. Yet - 

stock which fell 
most, Fuji Bank, 


The mark 
analyst’s 


tisan 
night- 


feeling of deceit has 
been eating away at 
the hearts of the 60- 
odd forei gn: fund 
PENARE in ee 








ived be- 
s in their 

nalytical 
ngs too 
kmarket 







cause too many detent | 
business, using traditional 
tools, have been getting. 
wrong about the Tok 

too much oft ie time. 


The TODO. Eo by. ‘securities 


| analysts cs ed from Dies Yerk to 





bank are pase they were over- 
priced. | 

In the wake of the repor:. „nearly all 
bank shares deubled in value and many 


trebled. Banke and other financial 
shares now make up.about 43% of the 
Tokyo marke?’s: value, and snore than 
10%.of world listed-stock value, so the 
mistake was a 5is one. 3B 
Non-resident: pen func | managers 








-who took the cautious ; approach and 


| oriented funds for 1986 show gains 
| around 86-12095. 


t appreciation alone, the performan x 
the Japan funds was actually unis 





|o not appear to be weighting p 


in | conforms to their view of Japan a : 


radios. Yet, such stocks account for. j 


| panese money is the 

































sold Japanese equities — as most did 
in each of the past three years, robbe 
their portfolios of spectacular gain 
Published results of scores of Japa 









Given US dollar-d 
»ominated gains of 40% or so from 







sive. ni 
One problem is that fund manag 









olios accurately enough to reflect. 
Tokyo stockmarket's composition. T 
japan weighting of their investme 
has concentrated in many cases almc 
solely on electrical industry stocks. Tt 




















country. which makes TV sets. 















iban es of the market's value. 










. view of the Tokyo 
| market's appraisa 
| ofitself is the key to 
p intelligent invest: 
| ment. in Tokyo- 
| stocks. The most. 
sought — and most: 
I| inaccessible -— mar- | 
|] ket views are held. 
| by the sales staff of. 










: Japan's Big-Four B 
| brokers: | ‘Nomura, | 


iwa; m and ut 


on traditional nam rely deal too 
tend to say Tokyo stocks are overpriced 
because the price/earnings ratios (| 
are more than double. Ni 
London levels. However, i 
'ompanies used. Borne U 


Pie which have given a muc 
better guide to Tokyo market perform- 


tug-of-war between yera 
denominated securities: 


stocks — as long as it confor 
market view held id EE | 
iod 

















By Cari Goldstein in Taipei 

"aiwan's financial authorities have 

| announced sweeping changes to the 

ight foreign-exchange controls which 
ave been in force since-the Kuomin- 

tang government moved to the island in 
[E a : 


























The new rules, which were issued on 
9 July by the Central Bank of China 






















itrols on trade-related transactions; 
low Taiwan nationals for the first time 


and provide for individuals and 
ompanies to send up to US$5 million 
joad each year for investment in 
tockmarkets, real estate, or any other 


purpose. 
-They mark a radical departure from 











ould: only legally remit US$5,000 
ear, and all foreign exchange — whe 





mittances — had to be so 
tral bank for local currency. 








- lift the controls step-by-step. 
< also the Taiwan 





flows (REVIEW, 18June).. 


inued to ring up huge trade surpluses — 
JS$9.1 billion in the first half of this 
year — despite the NT dollar's 23% ap- 
preciation against the US unit. over the 
ast 21 months. As a result, the NT dol- 
ar money supply has been driven sharp- 
ly higher, raising fears of an upsurge of 
inflation. aa: 


"The new measures represegt a 


Taiwan lifts forex curbs in abid to reduce its cash mourtain 


freely hold and use foreign curren- - 





























he existing regime, under which people. - 


ther from export earnings or inward re- _| 


_. <The changes exceeded the expecta- 
. tions of domestic and foreign bankers, | 7 
“most of whom thought the CBC would | a 
They are. | 
yovernment’s most. | 
| dramatic response yet to the runaway 







. lion in the wake of CBC moves at the . 
end of May to cut foreign-currency in- 


. The island's exporters have con- 


| mercial Banx of China, the Bank of | 
Taiwan, Cemtral Trust of China, the 


Farmers Bamk of China and the City 


| Bank of Taipei — the rght to handle in- 
| direct investment ix overseas govern- 


ment and baak securities. In the event, 
too many restrictors and the strength 


! na | of the NT do lar killed any appetite peo- 
BC) and took effect on 15 July, lift.) 


ple might Fave had for such invest- 
ments. 

— Yu had stoutly resisted calls for fást- 
er action on trade ard financial liberali- 
sation, until the wemht of international 
and domestic presure overwhelmed 


| the former central saak governor's in- 


nate conservatism. | 
The authorities Fope the removal of 

restrictions on outward capital flows 

will lead to < big upsurge in overseas in- 


.vestment by Taiwan nationals. This 


BLRGEONING 
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RESE WORAPH arrea peter wong 
would not only esse pressure on the 
money supply, bat also head off protec- 


tionist sent- ment ix the US, the coun- © 


try's most importart market. 

Governnent oficials in Taipei are 
far from alene in tiis bope. Foreign in- 
vestment bankers, fund managers and 
brokers are makin: beelines for Taipei 
these days in the hepe :hat the lifting of 
forex controls may a: last signal the 
opening of the fio»dgates on Taiwan’s 
vast piles of under- itilised capital. 





banker fromose o: the five local in- 
stitutions authorised to handle out- 


Marunoucki. KE 
A number of vc:ces are advising cau- 
tion, however, in-luding some locally 


| tal flows ; 











€ outward cap 
| the near ang medium term. 

One is the strong possibility that the 
NT dollar will continue to appreciate. 
Despite its new-found stability — it hae 
remained near NT$31.08:US$1 since 
the third week of June — fundamental 
pressures remain. Most notable is the 
US-Taiwan trade gap: US$7.9 billion in 
the first half of the year, up 29% from 
the same period of 1986. Recent state- 
ments by officials in Washington 
suggest the US Government will con- 


| tinue to press Taipei to allow further re- 


valuation of the NT dollar. | 
Another is the newness of it all. 
Many members of Taiwan's prosperous 
middle class, who are among the chief 
targets of foreign financial institutions, 
are going to require a period of educa- 
tion before they feel comfortable ven- 


turing into world capital markets. 


Large companies with cash to invest, 
on the other hand, especially exporters, 
already have their cash offshore. The 


| worst-kept secret in Taipei is that most 


companies, whether through under- or. 
over-invoicing, or recourse to the effi- 





cient black market, have been able to 
move capital freely across national 
boundaries. Now they can do it legally. 
Among the other factors that will 
slow the rate of outward investment are 
regulatory barriers not directly affected 
by the lifting of foreign-exchange con- 
trols. Banking licences issued by the 
Ministry of Finance under Taiwan's 
banking law do not allow commercial 
banks — including all foreign banks 
with branches in Taiwan — to handle 
outward investment. Foreign brokers’ 
representative offices are not allowed to 
sell overseas securities. a A 
Some of this will change. An inter- 
agency group headed by CBC deputy 
governor Yu Chen is examining the 
structure of regulation to determine 


what changes are needed to provide 


smooth. channels for sending funds 
abroad. It will come slowly, however. 

Nevertheless, the changed environ- 
ment is already bringing increased op- - 
portunities for domestic and foreign fi- _ 
















| t je year Ended May, 1987, BHP achieved 
\$8.8* billion and earnings of A$840* milia n, 
s the second highest profit on record, contributing : ju 
 afive year growth of 39%. | 


.. RECORD DIVIDEND PAYOUT E a 
^— . For BHP shareholders, total dividend pavelit i 
-of $476 million for the year was up 11% on the. : 

< previous year — another record. 


QUALITY RESOURCES 
















interests. 





eus. 




















pe quality, low-cost resources, mostly i in Australia a and 
the Americas, on petroleum 
exploration and production 
around the world, and 
operates one of the world's 
most efficient steel 


industries. 


ON-GOING I EXPLORATION Y 

| As a result of its on-going . 
exploration and acquisition program 
in the Americas, LA iE 
China, Australasia, na A E07 as 
East Asia and North Africa, BHPi is mot to dd D 

- reserves of petroleum and minerals although 
producing at near record levels. 
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Ev adusted ior share issues, 


£ LONG TERM PLANNING 
^- .  Anintegral part of BHP's strategic loud term 
d planning has been the Company's commitment of —.— 

~ around A$11.5 billion in capital expenditure to financ: ce 
de improvements and acquisitions over the past five © 
W years. 

| . It was an investment to secure valuable ^ 

: assets s, not merely for BHP's traditional areas of - 
_ expertise, but in the new, challenging fields of high 
echnology and consumer r products, . T 















Australia 5 International Reso | 'ces 
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erhaps nof as much a: 


eems to think," said a` reign banker. | 





capitalise on the new freedom to « 
change and hold foreign currencies. | 


EE : t be. a , big posi "Until 


ranch. So far, only two have set up 
offices an the southern. city of 


| awhile, the — may y be; on 
expanding private banking services. 


er of foreign banks were selling 
mutual funds and sother services for 
local investors, wi 
‘tions being booked offshore. This will 
continue to be the case, at least until the 
regulatory difficulties are cleat 














moreopen.  . 

hé groundwork’ or lifting the 
reign-exchange controls was carried 
it on 16 June when the Legislative 





build-up of reserves, a large trade 
surplus, or "major international econo- 
ic changes.” > 

. The controls could in theory bei reim- 


cutive branch — inserted an amend- 
ernment wished to bring the controls 
"Under the new rules, controls on in- 
A yearly limit of US$50,000 has 


imposed whereas rules in effett si 
Aarch simply required alpfem 


on profit repą Ir 
ments had b 


Banks are gearing up to offer 
oreign-currency deposits, with rates | 
geared to those of offshore centres, to us 





Several big US banks are preparing 6 
test the boundaries of the regulatory . 
ucture by offering money market in- |. 
ents. Chase Manhattan, for exam- | 
Says it will give local investors the | 
C ity to invest in a fund paying 
d on the movement of the 3p 


ear, foreign banks were limited to 


ohsiung. As a result, joint ventures - 
arcign-local ud are eee to be x | 
3 | | = 7| export rt subs. dies, 


n before the controls were lifted, a | 


the actual transac- |. 
: | freeze and phase oat export subsidies; 


but everything will now bec ome much. | 


Yuan passed a bill authorising the Exe- | 
cutive Yuan, or cabinet, to suspend the - 
- controls during a time of. of excessive - 


posed. But the legislature — in a rare as- 
ertion of independence from the exe- 


ment requiring its approval.if the gov-- 
ward capital flows have been tightened. . 


a8 USSi0, 000 or more t por sa d 


| this. year. 


A us plan to phase out farm subsidies faces s difficulty (| 


y | Nayan Chanda ir Washington 


n a bold rove, the 
tration has called: or total elimination 











of the farm subsidies which have created | 


mountains of surpiu- food and valleys in 
the budgets of the US, the European 


Community „Japan anc ether countries. 
But there is much coubt that members _ 
of the General Ag:eement on Tariffs | 


and Trade will accept such reform — 
and more iriportart, whether the US 


| Congress wii support it. 


When the 93-member Gatt met in 


Geneva in early Jury to begin talks as- 
part of the new muitinational trade 
round, the US urveiled its radical pro- | 
posal. “The heart o: our proposal,” 
President Reaganir a statement, “is the | 


US 


elimination, over a 10-year period, of all 





quotas] and all domestic subsidies that 


| affect trade.” . 
Under tre US proposal, all partici- 
: pants shoulc agree Da complete phase- 


out over 10 years cf al) farm subsidies 
which directly or "directly affect trade; 


phase out import barriers over the same 


period and harmonise health. regula- 
tions to prevent nor-tarffbarriers. — = 
"Phe US has called fcr a two-tier sys- 
| tem » dad EE Under the first 





gagan adminis- . 


; zil barriers to each . 
| oth e marxets including. tariffs and 


least provisionally, 
ment commitments for the 10-year 








phase, ‘negotiators should develop an . 
| “aggregate measure” of how much sup- 


port countries give farmers. through 
government intervention or production 
incentives. Such a common denomi- 
nator would assure that reductions 
would be implemented in an equitable, 
scheduled way. The negotiators should. 
also strive for appropriate. policies — 
market-price support, income support 


and other supports, exempting income 


payments which are unrelated to pro- 


duction. or marketing and bona fide 


foreign- and domestic-aid programmes. 


‘The items to be covered are all agricul- 


tural commodities, food, . beverages, 
forest products and marine products. 

“In the second tier, negoti | ould | 
set policy changes that cour 
make to achieve reductions ir 
support. Governments would have flex- 






| ibility as to how to fulfil their commit- 


ments. Each country will identify, at 
its policy-adjust- 


transition period. 

In many ways, the US has presented 
a drastic proposal that goes even further 
than Gatt's Punta del Este communique 


of 1986. That document called for great- 


er liberalisation of trade in agriculture 
“by increasing discipline on use of all di- 


Discor lant notes - 


By Frances Williams ^ Geneva 


B! jumping in first with a clear, de- 


tailed and spe-dv programme for 


tackling the growing « crisis. in world ag- 
ricultural trade, the US has set both the. 


pace and the tone sor the Geneva talks 
to follow. However, first reactions in 
Geneva to Washington’ $. 
ranged from welcoming to hostile, with 


predictably cool responses from the EC- 
| and Japan — the main bres of the US 





year. Now, the onus is on Washington's 


ing hats int» the riag. Both the EC and 


a IN Cairns Sroup əf 14 agricultural ex- 
ve. “porters led by Aasralia are expected to 7 
-1 come up wich reform plans by theend of |- 
wil enable serious | 
ü fiégoliations to stant next year. 


Tha: 


proposal | | 





| of Supadi: les am 


Europe ard Japan seek greater tolerance on n subsidies 


The bfcadth: and scope of the US 
plan unveiled on 9 July. clearly took 
other countries by surprise. Virtually 
every form of government aid and inter- 


vention is. earmarked tor the 25 The 





Dus 
secretary | of Australia s "Trade Depart- 
ment, spoke for most delegates in — 
Geneva when he called the US pro- | 
gramme “ambitious, far-reaching and 
innovative.” Acceptance would result 
in a “revolutionary change" in world ag- 





| ricultural markets, he added.. 
| terised its frst two meetings ex lier this | 
| as. Canada and A 
trading parcners to:throw their bargain- | | | ' 


Members of the Cairns Group, such 


gentina,’ ‘generally ; 










of countries : including Brazil 
said it did not take sufficient account of 


the special problems of developing 


ns Group has consis- 
line on. eliminati 











tently backed the t 











| Trade 





aed. “If the change | is. diastie. | 


E difficulties willbe felt in portical andso- 


heightened trade tensions with free- 
trade agricultural nations, such as Aus- 
(m tralia, (Canada and Argentina. 


ast year, US commodity program- : 


E mes, including price support for 
.| crops and dairy products, totalled a re- 


E „cord US$26 billion, a figure equivalent to. 
|.about 1396 of the country's annual 


| budget deficit. The cost is estimated to 


.| rise to US$31 billion this year. US offi- 
| cials, for their part, say that EC tax- | 
«p payers will spend a total of some US$26 |» 
| billion, and Japan's direct spending on |. 


| agricultural subsidies will be 
ab ut US$10.5 billion. As sub- 
dies mount, so do food 


A., surpluses. Current world grain = 


stocks are equal to a record 25% ` 
of global use, and the EC has - 
- butter stocks. equal to some nine . 
. months’ consumption. i 
. While: removal of subsidies È 
would certainly help cut the Ja- - 
panese budget deficit, and would ` 
be good news for Japan' s con- 
sumers — who pay six times the 
world price for their rice — the 
political price may be unaccepta- 
ble. In recognition of this, the US 
Government has previously re- 
_ frained from challenging Japan's - 
rice subsidy (REVIEW, 16 Win 


barriers to imports. The escalating ex- 


port-subsidies war between the US and 
the EC has had a devastating impact on 


the exports of their own relatively effi- | 


cient, unsubsidised farmers, 

| ‘But for the EC and Japan, whose 
highly protectionist farm policies shelt- 
er a mass of small and inefficient. pro- 
ducers from outside competition, giving 
market forces free rein is seen as 
economically damaging and politically 
impossible. 


Japan, which is under pressure from - 


the US and others to open its markets to 
imports of rice, beef and citrus fruit, 


| Says it will be seeking a “more realistic | 
| mix ' between the 10095 free trade ad- 


vocated by the US and present levels of 


z government support. According to fig- 


| ures compiled by the OECD, Japan has 
fethe most heavily protected farmers in 


un e industrial world. 


Meanwhile, the Reagan administra- 

tion has made it clear it is not prepared 
_| to act unilaterally to dismantle farm 

. Subsidies. Michael Smith, deputy US 
Representative, warned 
Geneva that until long-term agreement 
was reached, bilateral trade disputes — 
especially between the US and the EC 


“| — could be expected to continue. That 





.have welcomed the new 


a fully fledged agreeme 


threatened by the US supp 
| ooh has orien the U's move as it 


i subsidy Pee j iha been 


in 


cial ways." Or the other haad, opening 


not only help the US, fut Austra- 
han beef and Thai rice zxporters as 


. well. 


The free-tradimg fare exporters 
proposal, 
m plan to 
arrives at 
Thailand, 










and have called fcr an in 
curb subsidies before the G 


which has seea its rice ex 
program- 
























solution, 


ssels: The 
ide farm- | 
eted with 

























deliberate _ scepticism 2 t : EC. "It's 

; :, said one 

offer is im- 

| point of 

view . but it sa great Wi t of making 
friends." | T 

The EC, which spends ; sa estimated. 

| US$26 billion annually ce farm-sup- 

port programmes, has clear y been put | 

on the defensive by the US ?rogramme, 

which goes much further then the vague 

p Hy agricul- 

tural subsidies reluctant™ accepted 

by the EC in other ©#ernational 

arenas. 


EC officials, clearly unzomfortable | 
at being cast once more in the role of the 
“bad guys” m world pre insist 





: ` agricultural | 
subsidies. Sue we won te forced into 








unrealistic andpremature, “said a farm 
expert ir in Brussels. “Our 





» n commit- 


| the Japanese market to imported rice 
and other agricultural preducts could | 
t. goon npo contiibutien to the US budget : 
- | deficit of agricultural subsidies, and 



















in | iss to , feforming: the AN MR Ag 


‘tons in the 1979- 81 1 period to 600, i 


unlikely. that the administration. 
sal will ever pass in the Congress, 


the others do before we dismantle 


“ally impossible that: the E 


| proposal unrealistic and sai 






































tons in 1985 due largely to *tringent 
sugar quotas, may also benefit. | 
Political problems with farm sup 
ports, however, are not limited to Jay 
or the EC. They also exist with. the fa 
lobby in :he US Congress. “It is m 
prop 
sai 
source on Capitol Hill. “The congr 
sional attitude is [to] wait and see. 





whole subsidy policy." An 





will do much about it, w ic 
Debs a Ma: 
farmers. Meanwhile, Sen. Patrick Leah 


Agriculture Committee, gave. 
blunt warning: “I will not allo 
the administration to use thes 
[Gatt] negotiations to — pus 
through. proposals that ha 
. failed in congress. We have ha 
historic commitment to the fam 
§ ly farmer and I intend to ke 
. that commitment. Many. of« 
. agricultural programmes are pi 
 ofthat commitment.” PC 
One analyst viewed the pro- 
sal as a simple bargaining gam- 
it. saying that ". . . in nego- 
. tiations you always begin with 
. an extremist position. It is ain 
] ed to demonstrate how seriousl 
| the US views the issue pfs su t 
“sidies, | 











ricultural Policy [CAP] is. much. more 
serious." 
| Speaking in Geneva, the EC Com 
 mission's director-general for agricul- 
ture, Guy Legras, stressed that while 
the community agreed with the US diag- 
nosis of the problems facing world ag 
ficulture, it would be unrealistic to t 
and push agricultural reform furth 
than any accord reached on either in 
dustry or services within Gatt. 
Legras also made it clear that the I 
was unwilling to give up one of the ct 
nerstones of its CAP: the current syste 
of dwyble prang rcr and d ext 
2 foris 





"other rula dis 
| embarked. ona ieee rey 







that EC C pecductign of milk Wreef, cereals. 
and oilseeds was now mote. ex pos d. 
to “ANA signals." . : 
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The life of Richard Hughes spanned nearly eight de- 
cades, most of them spent as one of Asia's leading 


foreign | o 
peopled lag the memories of those decades. 
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P By Anthony Rowley in Washington 


|"F*hereis; rowing concern at the Wash- 
TE that. 

Japan is missing what may be a unique 
"opportunity to increase its. policy influ- 
ence and staffing in the institution. toa 





ington- ased World Bank 












level in keeping with Tokyo's very size- 
ible financial contribution. > = 


| senior vice-presidencies, one of which 











„bank is to be concentrated? — — 
World Bank president Barber Con- 





 Gyoten, vice-minister for international 


| affairs at the Ministry of Finance (MoF)- 
in Tokyo. But Gyoten — very much a’ 


"high flier" within the- Japanese 
. bureaucracy — declined, despite the 
. fact that he would have enjoyed consi- 
 derable policymaking influence. . . 
~The MoF in fact declined to let 





Gyoten go and offered a more junior 


candidate in his place. This time it was 


. the turn of the World: Bank to decline. |. 
and the job was given to an existing | 


bank ‘staffer, David Hopper, a Cana- 
dian. As a result, Japanese nationals 


. still do not hold any of the most senior . 
executive positions within the World. 


de Bank. 


Privately, senior officials of the. bank . 


are expressing extreme frustration at 


the reluctance of the Japanese Govern- . 


ment to release anyone of Gyoten's 


status to serve at the bank. They are. 


equally disconcerted at what the 


. the power of the MoF to monopolise ap- 


5 pointments to multilateral institutions. 


Only relatively junior appointees are ; 


| offered, and even then the MoF is wi 
| ing to release them only for. a term o: 
+}. about three years before reclaimin: 


them. As a result, they do not get ab- | als 
sorbed fully into the policymaking prò- | 
.| cess:at the bank, unlike nationals from _ 
| other leading industrial countries who - 


_| usually become permanent staffers. 





-The World Bank would like to re- 





| eruit people from other arms of the Ja- 


- |- panese Government, such as the Minis- | 


| try of Foreign Affairs or the Ministry for 
International Trade and Industry 
: (Miti); but the MoF frowns on the idea. 
|. The World Bank is likely to continue 
- pressing for Gyoten or someone of simi- 
dar status and experience, in the hope 
that such people may ultimately be 
available at the point in their careers 
where they retire from government and 
(normally) take up a senior appoint- 
j ment in a Fapanese bank or industrial 
concern. 












| The World Banki is concerned with its low Japanese rec 


^] Fhe issue has come toa head with bé 
|} current major restructuring of the 
|, World Bank which creates two new - 


is. for Policy Planning and Research — 
where. the "intellectual weight” of the. 


able offered. this position to. Toyoo 


l > (IBRI ‘Develop standing and disbursed has be 
| lending affiliate, the earn boosted bv nearly US$5 billion thro 
Association 33 : 





zycle surplus funds through multilate 
nstitutions and through bilateral o 
zanisations is perhaps at the highest 
mill ever be. 
At the Venice Summit meetin: 
“June, Japan announced that, as part 
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REVIEW, a & tendency | ‘ts package. of emergency economic 
among jon | - that the | measures, Tokyo would be. recycli 
road to perfer e fare JS$20 billion to developing countri 
Tokyo and over the next three years in additio 
He Toni JS$10 billion announced last . 





bringing the flow of funds ove 
three-year period to around USS 0 
| lion. i 
| While some critics have arguec : 
the apparent value of Japan's. larges 
| has been favourably influenced by 
| decline of the US dollar. vis-à-vi 
ven, World Bank sources point out: 
the value of the bank's own loans ou 





















stands i in Mm contrast to J 
| as a oop arenas T 















| gonstrs to the 







Developmen: dollar depreciation in the first. 
months of this year alone. ! 
Conable acknowledges that the J 
n panese Government has been “ver 
helpful” and forthcoming with regard 
providing financing for the World Bar 
| end in the provision of co-financin 
.| from Japanese sources. Japan, for in- 
stance, provided substantial supple- 
| mental financing to the IDA when US 
contributions fell short through 
| budgetary (and ideological) difficulties. 
| end. the bank has recently done its 
| largest co-financing ever wit h Japan in 
Indonesia. where nearly US$1. billion 
| was made available ior local: counter- 
| part funds. i 
.. Japan is. the second largest share: 
-Folder in the IBRD, where.its share in 
allocated capital is currently 5.19%, 
T trough a special resolution recently by 
. | the bank's executive board allows for a 
. | soecial capital increase which will take’ 
Japan’ 's share up to 6.69%. Only the US- 
with just under 20% has greater votin 
i power. (These ratios are soon to chan; 
again with the US level falling relat 
— to Japan's, though Washington will n 
|tainavétopower.) — 
|... Japan has increased its contributio 
| te IDA from 4.44% in the initial IDA 
E. 18 7% in IDA-7, the replenishm 
S. perf which ended on 30 June. Aga 
only thôi (which provided just und 
33% of IDA;7 funds) is bigger. Japa 
nas agreed E 18. dd of m 
— for the 





| , Out of the total World E 
| some 6 ,400, roughly half are 
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i = 1970 and has greatly eMarged tha E 
any Japanese : names appear : *ythe st | cess recently as part of itsfund-recy 
ing lists immediately below senio- vice- | programı | i... 

pre sident or vice-president levels. os 
"World Bask sources. cwatide that 


; they feel J apii is re a véluable op- 










financing affiliate : 
| the International Financ 










































































could have happened anywhere in 
outheast Asia, but on this occasion it 
as in Singapore's prime tourist area 
at police raided a flat and seized 
ke watches worth — S$300,000 
$141,176). From Seoul to Jakarta, 


e to insecticide, fake products worth 





“and international regulations. 

iny cities have been called Asia's 
Yterfeit capital, but the truth is that 
ed goods are so widely produced and 
d that no one country can claim this 
bious distinction. 

The size and diversity of the counter- 
eit market is a reflection not only of the 
iakers* cleverness and public gullibil- 
ity, but of the authorities willingness in 











have been tightened recently in many 
countries, largely in response to US 
pressure. But while the local laws are 
often adequate on paper, industry rep- 
.resentatives say, lax enforcement 
_ makes it impossible to protect patents 
and trademarks. 
"In Thailand, for example, street 
stallsi in the centre of Bangkok offer pro- 
ducts bearing the labels of such famed 
brands as Lacoste, Benneton, Cartier 
and Dunhill, at a fraction of the price of 
the real thing, and sold. 
‘so openly and in such 
quantity that it is impos- 
sible not to notice them. 
During a visit to 
jangkok in October 
986, EEC Commis- 
ner Claude Cheysson 
timated that some 10 
illion *Lacoste" shirts 
were being produced in 
Thailand each year — © 
ore than the 8 million 
riginals made in France — 
. and many of them. 
iwere for export. - l 
“It has grown to an - 
] nprecedented scale," , 
commented a European 
ade official. “Al-g 
hough Tere is an inf 
‘easing awarenegs || 
mong tk e Thai pg ^e 

T y thg 'er- 








a teils margi- 
ial" For teir part, 

Thai officiald claim the - 
governmenyf views - the 
-issue withf equal con- 
Tn. A watt amend- 





——— Án áá 


m designer clothes to running shoes, 


haps hundreds of millions of US dol- 
year are sold in defiance of local. 


a number of countries to look the other 
way — often for a consideration. Laws 





ment to the 1961 Trademarks Act, 


which provices fer tougher penalties 


against violators and gives more 


power to pelice, was sent to parh- 


ament before its Mey 1986 dissolution. 
The police recently :et up a special task 


force targeted at economic crimes — in- 


cluding counterfei goods. > 0000 
But the Taai law are ^ pasisive, “The 

police cannox go evt and make arrests 

until they receive a complaint; Accord- 


ing to a senicr officer of the new econo- 


mic, crimes unit, 
averaged abc 
ally in recent vear:. 

Enforcement «a1 be difficult even 
when the authorit:e: are willing. Malay- 
sia strengthened patent protection in 
1986, in par: in zn effort to win "fair 
consideration” for i self in a recent gen- 
eral review of the 
tems of preferences. In addition to the 
Patents (Amendment) Act 1986, Ma- 
laysia also hes the Trademark Law 1976 
and the Trade Descriptions Act 1972. 
The last law aas the sharpest teeth, as it 
makes false trade cescriptions a crimi- 
nal offence. ane ache r taws only provide 
civil penalties. > 

Foreign cwners of trüdemarkg claim 
it is very hard to psosecute the imitators, 


police arrests have 








who change ther names frequently. 
Their customers are often pel ae with © 
1 es it dif- 


false invoices, which also ma 
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t haif a dozen cases annu- 


JS generalised sys- 


| Gurka, 
Commercial Trademark Services .—— 





erts from Switzerland t to Ma- 

laysia to testify that. counterfeits of it 

products are, in fact, fake. 
There is not just a local market for 


fakes. Thailand, like several other de- 


veloping countries in Southeast Asia, 
exports its counterfeit dos ds to markets 
as diverse as the Middle East, Europe, 
Japan, Hongkong and Australia. This 
foreign-trade traffic is headed: by or- 


ganised international ráckets. Sources. 
told the REVIEW that the goods are pro- _ 
duced in an odd collection of workshops: 


and factories — some of which employ 


hundreds of workers, Foreign buyers 
place orders for such items as shirts, 


which are shipped plain, with: labels hid- 
den in the same consignment or sent 
separately. The fake labels are sewn on 


when the shirts reach their destination. 
_ Many of these shipments even enter for- 
? PIER markets under Thai export quotas. 


n countries such: as Taiwan: Or: the: 

| Philippines, ‘many counterfeit goods 
are intended for local consumption. The 
Philippine market for fake goods is esti- 
mated at P2 billion (US$97.8 million) a 
year. Legitimate producers say the 
fakes are not only cheaper, but also 
lower in quality. This is less often true in 
Hongkong, according to Anthony 
group managing director of 


which defends manufacturers' interests 


l around the region. 


Fake-makers in the territory are not 
only. moving into hi-tech areas such as 
electronic goods, he said, but can pro- 
duce goods of a quality 
sometimes equal to the 
legitimate product. (A 
notable recentexception 
involved claims that “in- 
feror" ricé was being 
packaged in bags meant. 
for -high-grade, high- 
priced Australian rice.) 

. Hongkong has some 
of the toughest anti- 
 counterfeit laws in the 
^ world. For example, Cus- 
. toms officers can enter 
'any commercial or in- 
dustrial. sites (or any 
 domesticsite with acom- 
mercial signboard) with- 
outa written warrantora 
complaint, to search for 
fake items.. They need 
not call on the police to 
enforce the laws. D 

-Across ithe - 
River n estuary, in 
Macau, the market for 
| counterfeit goods is far 

More open, with gar- 
^ments and food pro- 
ducts particularly af- 











Pearl . 


fected. Some Hongkong q 

















been affected b 
erfeit products. 
e With Taiwan's stan- 
"dard of living rising 
=| rapidly, the domestic 
> market for high-quality 
A “imported” goods is 
-—| growing. Several years 
, ago, it was estimated 
that 85% of the output 
^| .of fakes was for export. 
.| Now the figure may 
^L have fallen to 60-70%. 
. some sources say that 
| fakes may account for |^ 
| 5% of total Taiwanese 
"exports and in markets, 
| such as the Middle East . J 
^| and Africa, whereinward - 
`f customs controls are 
.] less rigorous, the pro- 
- |. portion may rise to 5095. 
| ;While the Taiwan 
Government has -be- 
come more aware of. 
the problem, in part 
due to foreign pressure; 
police still tend to be 
more. concerned with 
violent- crime, Police 
raids on suspected commercial pirates 
must be organised by the rights-holder, 
or by a special Economics Ministry unit 
set up several years ago to fi ght. counter- 
_feiting, ~~ 
: One reason local attitudes towards 
counterfeiting have changed in Taiwan 


coun- 






| inrecent years is that local companies — : 
|. particularly computer and hi-tech firms ` 


.— began to suffer themselves when 
their products were copied by clever 
‘Imitators. Officials also began to 
be more aware of the damage done to 


: Taiwan's image by blatant counterfeit- i 


ing. 
In December 1985, Taiwan amerided 
- its trademark law, giving unregistered 


foreign firms the right to bring civil suits. 
in local courts and increasing penalties. 
and damage levels. More improvements - 
are in store, with a proposed new Fair. 


-| Trade Law which would extend legal 










.ducts. "The | dimensions of- 
trademark problem [in Taiwan] have 
been reduced considerably,’ 





‘Prope y rights committee. 
—. Counterfeiting appears to be limited 
: to a few kinds of products in Indonesia 





| software and pharmaceuticals. 


US$100,000 fine. 








targets for fo 


"world's. bigs st exporter 


The pirates car 
. =the investiga ne 
müm three years i 


protection to the “appearance” of pro- | 4 
the 
tiate- action 
-said Jef- | 
frey Harris, chairman of the American 
Chamber of Commerce's intellectual- Bi 


— mostly audio and video cassettes, 
| Busi- 
 nessman Anthony Dharmawan Setiono - 

.| Was trapped by 'adummy trading firm in 
«| the US into trying to export pirated cas- 
-settes toan American buyer. He re- 
ceived a suspended jail sentence and a 


too poor to - 


heard in Baagkok with 
pharmaceuticals, with some "t 
ang that giviag  in:ellectu äp 


Music and video cassettes are prime 
{Protection to drugs wor d 






peopk 
; The ecogomic arg 
-ment isharder to just 
Ẹ in places like 'Sc 
Korea, where trade 
running heavily. 
Seoul's favour and pi 
rates Poo in bust 

























Estimates of thé^ 
trade run up to Use 
billion, and many of 
goods involved» 
labels of US. manu 
—] gm | turers. While counte 
L| feit exports are a bigg 
problem than stre 
sales, the latter “take 
ona larger symbolicim 
portance because of 
trade imbalance," sa 







































ket they would et 
wise have in Soutl 










a copyright/trademark 
REvEWOAGRAM Andy TF? Jaw last year, meani 
the problem is now one of enforce- 
ment — which has yet to make much 
of a dent in production. Nonethe- 























: less, said the US Embassy official, 
iE the T left by . | "they' ve taken a lot of positive 
which has enacted more rest aws, steps.” di 





. Singapore, too, has toughened up its. 
laws — but has yet to succeed in stamp- 

| ing out the imitators. A new law on. 
copyrights came into force on 10 April. 

| but that seems to have changed the 
focus. of complaints. to other sorts of in- 
tellectual-property theft such ^as: 
trademarks. The seizure of fake: 
watches may have taken $$300,000 
worth of goods out of circulation, but: 
that is only a fraction of the market. The. 
| executive for the local office of one 
Swiss watch firm estimates that 50,00 
counterfeit watches worth about S$3( 
| million are sold each month — many 
| making their way into export mar 
kets. 

| Despite recent police raids, th 
| Sin eapore trademark law is weak in two: 
ain Pagnects: penalties and execution 

I aximum fine is $$2,000 anc 

| the maximu possible jail term on 
year, nobody Ils yet been sent to prisor 
and the fines \ormally average abou 
AMA In additi n, to ee the E d 







has ede eat Indonesia a 
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ers time to move. Nor di T 
Customs have the powe- 
Hongkong counterparts da 
fakes from entering the | 
someone 's suitcase, P 
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Yearbook. It gives you Asia minus the mystery. 
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medium of its kind. 
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|New roads to success 


Toyota offshoct senefits from joint research 


By Bob Johnstone in Tokyo 
isin Seika Co. 


blazed a trail in technological diver- 
sification which staer Japanese com- 
panies coulc wel follow. A maker of 
transmission and brake components, 
Aisin Seiki, these davs also produces 


a range of prodacis — such as new 


types of air concitoners and vacuum 


pumps — which have nothing to do with | 


cars. 

To learn abour new fields and gener- 
ate the ideasfor seca products, the com- 
pany has set up a series of research 
laboratories Several of these are lo- 


| cated outsice Ja»an and they include 


the first Eur>peas laberatories to be es- 
tablished by a Japanese firm. 

Aisin Seiki's decision to diversify 
dates back to the late 1970s. At that 
time, it was appa eat that growth in the 
car industry, whech provided virtually 
all its market — 70% of it with major 
shareholder Toyct« Motor — was level- 
ling out. In the wake of the oil crises, it 
was also appareat that energy- -related 





a prime supplier of 
car parts in tae Toyota group, has - 


fessor at Kassel University. 




















| technologies would become increas- 
ingly important. 


With this in mind; the company in 
1980 dispatched Masahiro Kito, now 


manager of the technical planning de- 


partment of its research and develop- 
ment, to Europe with a brief to look for 
energy-related opportunities. The most 
important things he took with him were 
letters of introduction. | 

One was to Helmut Kraus, a | pro- 
Others 
came from Keichi Oshima, a former 
professor of engineering at Tokyo Uni- 
versity who had spent two years in 
France with the OECD. 

Using these connections, Kito went 


around Europe visiting companies and 
universities. Their response to him was 


initially suspicious. “They thought we 
wanted to steal their technology," Kito 
recalls. He had to explain that Aisin's 
purpose was joint research. 

Between 1981 and 1982, the com- 
pany established a series of mini- 
laboratories in Europe. The first of 








these was established at Kassel Univer- 
sity, employing three West Germans 
and two Japangse; the next was at the 
University of Sùssex at Brighton, em- 
ploying four Britons and two Japanese, 
and the third at Paris University No. 6. 
The purpose of these laboratories is 
to generate new ideas on which proto- 
types can be based. These can then be 
turned into products at Aisin's head- 
quarters near Nagoya. The first example 
of one such idea — for a new type of air 
conditioner known as a gas engine heat 
pump — came from West Germany. 


Hd eat pumps work by extracting heat 
from a source (such as the air) using 
an electrically driven compressor. The 
process is reversible, depending on 
whether the pump is being used as a 
heater or a cooler. The clever thing 
about Aisin's heat pump is that, instead 
of using electricity to drive the com- 
pressor, it uses waste energy from its 
engine. This means it can run on just na- 
tural gas or propane. 

Although 20% more expensive to 
buy, Aisin's heat pumps cost a third less 
to run than conventional machines. The 
company claims to have installed 
around 300 of the new air conditioners. 

Not all of Aisin's new ideas come 
from abroad. A second new product — 
a cryopump, a device which uses ultra- 
low temperature liquid gas to produce 





an extremely high vacuum — resulted 
from two joint research promects back in 
Japan. 

For one ofthese the Japan National 
Railways’ high-speed experimental 
magnetic-levitation train, Aisin built 
the special refrigerators thet cool the 
train’s supereonducting magnets. For 
the other, the Ministry of Imernational 
Trade and Industry’s ““feonlight” 


energy-conservatior project the com- 








pany made the coolers for a new type of 
energy-efficient power source called 
sterling cycle engines. 

Aisin claims its cryopumps can pro- 
duce a high vacuum faster and more ef- 
ficiently than conventional pumps. Kito 
says that vacuum pumps are increas- 
ingly in demand to make a wide varie- 
ty of precision products. 

Other new fields that Aisin aims to 
diversify into include engineering 
ceramics and medical electronics. To 
back up this commitment, the company 
allocates to reseach unrelated to cars 
10% of its research and development 
budget (which in the year ended March 
was about US$115 million, out of esti- 
mated sales of US$3.22 billion). 

Why should a company like Aisin 
Seiki adopt such an adventurous ap- 
proach in an industry renowned for its 
technological conservatism? Kito gives 
much of the credit to the company’s 
former chairman, Minoru Toyoda 
oe of Toyota chairman Eiji 

oyoda). 

Toyoda's influence is reflected in 
Aisin's latest, and most ambitious Euro- 


pean venture — an independent re- 
search institute established last year at a 
science park near Nice — which is 


named after him. Plans call for this insti- 
tute eventually to employ 40 or 50 re- 
searchers, half of them French and the 
rest Japanese. o 


THE REVIEW OF ADVERTISERS 


The advertising carried in the 
Review represent every category 
from airlines and hotels, banking 
and financial services, liquor and 
luxury products through to 
shipping, industry, and many many 
more from over 550 of the world’s 


leading companies. 


With an average of 50 pages of 
advertising per issue and a total of 
over 2,700 pages throughout last 


The Review's “Review of 
Advertisers” contains a sample of 
ever. campaign carried by those 
companies promoting their 
message to the highest 
concentration of influential, affluent 
indivicuals available through any 


publication in this region. 


year, the Review continues not only 


to be compulsory reading for senior 
executives conducting business in 
Asia but a compulsory part of any 
advertising schedule aimed at Asia's 


decision makers. 
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Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 





If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
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Hitting the gold trail 


Indonesia's illegal miners hinder exploration expansion efforts 


By Vaudine Englard in Jakarta 
HR ising world gold prices coupled with 
an attractive investment framework 
are drawing god prospectors to In- 
donesia's jangles. Over the next few 
weeks, 60 new exploration contracts 
will be signed, bringing the total to 103 
since late 1985. In addition, about 600 
companies are vaiting for contract ap- 
plications te be processed. 

But there is a catch. The interna- 
tional comoanies, predominantly Aus- 
tralian, are not alone in seeking what 
geologists maiatain are substantial 
epithermal and alluvial gold deposits 
throughout the archipelago. The gov- 
ernment estimates up to 100,000 In- 
donesians are l-aving their villages in 
search of what willin their case be illegal 
fortunes in the gold mining areas. 

These vaves of people are entering 
areas where small-scale panning and 
smuggling of gold have been taking 
place for Gecades. Official figures state 
no more than 2 5-3 tonnes of gold have 
been procuced each year since 1982. 
But the real total must be nearer three 
times that if unofficial mining is taken 
into accouat. 

Gold has been mined in Indonesia 
for centures, bat the recent surge in in- 
terest was sparked by the collapse of the 
oil bonanza anc a rise in bullion prices. 
Small-scale miaing took place during 
the Dutch coloaial era and even earlier 
in Hindu imes primarily in West Java 
and Bengkulu Inhabitants of north- 
western Kalimantan even used to pay 
tribute tc China in geld bars in the 


fourth century. One of the three mines 
already producing gold, Lebong Tandai 
in Bengkulu, dates from early Dutch ef- 
forts and pre-war Dutch surveys were, 
until recently, the only source of in- 
formation on likely gold deposits. 

World gold prices during the 1960s 
and 1970s prohibited more ambitious 
mining — but so too did the fact that In- 
donesia was not ready for foreign in- 
vestors. Gold exports were prohibited 
from 1982 to August 1986. 

[n recent years estimates of In- 
donesia's potential gold wealth have 
risen as more has been learned about 
the value of epithermal deposits. 
Foreign investors, including CSR Min- 
erals and the Parry Group's Pelsart of 
Australia, Newmont Mining of the US 
and British Petroleum Minerals, believe 
Indonesia could become one of the 
world's major producers of gold with an 
annual production of up to 150 tonnes 
inside five years. They are eager to es- 
tablish themselves at the beginning of 
Indonesia's exploration efforts snd to 
capitalise on current gold prices. It is es- 
timated that each firm will spend about 
US$1 million in its first year of explora- 
tion. 

However, in the words of an Indone- 
sian investor: “Some of those Austra- 
lian firms are more enthusiastic about 
mining share values than actual gold.” 

More realistic forecasts suggest In- 
donesia will be producing 20 tonnes a 
year in five years. It is estimated that 
each of the 103 exploration contracts 
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ofgolda year. | a a 

Y We | are echnical koe not 
_ gamblers,” points out the director-gen- 
gral of mines, Soetaryo Sigit. He says 

















Source of employment and produce a 


E. . ofthe country. 


A geologist himself, Sigit shies away - 


from numerical estimates: "If the gold 
price stays high, above US$400 an OZ, 
there is hope for good gold prospects." 
-In fact, the current intensive explora- 
tion programme can only be era if 
the Loa p. remains at this level. 
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Unlike. the ae on. -sharing - con- 
.| tracts for oil, which relied on variable 
^| pricing formulae and podus cost 


non-interfering facilitator. The com- 


panies will be allowed to develop the | Th 
prospect from survey stage through to | 


.] production — an improvement on min- 
E ing Li in Australia, ; where ex- 


E 


the minimum RE MER Ade. 
US$45 a km? a year during the general 

| survey period and US$450 a km? a year 
| during exploration. 


The investing company must be a- 


| joint venture, and the standard prac- 
| tice is for the foreign partner to lend 
| the local one the money required to 
| Cover their share of exploration costs. 

If gold is found, 





repays“ the loan with interest. Divest- 
ment is required after 10 years. This 
may be. too short. for some investors, 


F edi is not seen as a crucial new nón-oil - 
“export but suggests that mining and ex- 
ploration can provide a much needed 
„tracted exploration areas. 
mineral inventory and geological map | 


estimates, those for gold require. the i in- has 
vestor to shoulder all the exploration | hol 
risks with the government acting as a | Th 








| backed by some Jakarta 
the local partner | 


| - There a are € dlreaay causes tor con- 
cern, however, over how wel! the gov- 
ernment will continue to manage the 
gold rush. Seme firms are lesing tens of 
thousands of dellars a monta ^ecause il- 
legal squatter settlements ave prevent- 
ing miners frora gaining acce: ss to con- 























settlements are well estab 
about 10,000 in 
contractors fear | 
attempts are made £o force 
to move. 7 
According to geolo 
ments boast heavy mi 
rock and panning canals. 
there are 149 mills crushing “ive ` 
of rock a day. pe: gesting | 
seven tonnes. cf id coulc 
from this spit bond each year 
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| he sheriff 
and get these people remeved,” 
another. 


doreig: wr up | this 
was the US. we’ ed “ust ca 


an area are y t 
and cleared the ks. d 
now find ther elves frustrz ed by. the 
gold miners wac have also ga ed. 

to the land. . 5 a result the le : 





mining contractors ‘and, i "some in- 
stances, violence has erupted. < 
ers, in turm, claim the F 


and in a move fo ease the: 


Mines Department has appo ated an of- 


ficial to he p smooth, QUÉ. antra-de- 


al, partmentat rivalry. 
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elici 
problems 


Controversy hits British- 
South Korean joint venture 








By Mark Clifford in Seoul | 
hen British Petroleum (BP) signed 






tember with South Korea's tiny Ku 
dong Oil, the European company cou 
have had little idea that it would be 
drawn into a power struggle with tl 
giant Hyundai group. 
BP and Kukdong are building à 
US$550 million oil refinery in Sosan; 
km south of Seoul, on land that was r 
claimed from the sea by Hyunda 
Hyundai. management, not coincide: 
tally, controls half of Kukdong's stox 
through a combination of personal : 
corporate holdings. The other hal 
controlled by Kukdong Oil president 
Chang Hong Sun and his supporters. 
Hyundai adamantly opposes th 
joint venture, which will be 40% owned 
by BP. Shortly after the agreement was 
signed, top Hyundai officials reportedly 
said that “the deal will not go through.. 
The chairman will never allow it.” Op- 
position to the venture comes directly 
rom former Hyundai chairman Chung _ 
who stepped down early this 
of the. conglomerate but 
remains deeply involved in the company. . 
The Hyundai group has characteris- - 
tically avoided taking on foreign 
partners and prefers to market under its 
own name. "Hyundai has generally not 
been involved in ventures with foreign 
where it has to share deci- 
siori-making power," says an executive 






















































In cars, . for. example, Daewoo 
teamed up with General Motors and 
Kia formed a joint venture with Fo 
Hyundai, however, has received onl 
limited assistance from Mitsubishi. 
markets cars abroad through its o 
dealer network. 

Because the joint venture will be 
separate company, Hyundai will hav 
"be: over the operation. But 


will hat bí 

"n Or see its holdings d 
joint venture will b 
capitalised at Won 84.2 billion (US$10 
million). The rw venture will require 
cash. infusion fr& disini sharehold- 
Mompany is highl 
Nb Korean industry 
nm "Thé comp9gy's debt: equity 
ratio was 3.72:1 at tV end of 1986. 
(Earnings improved in W86, however, 
because of fewer non-reculking charges. ) 

If Hyundai does notQpu 

money to capitalise. the 
other shareholders - — -thi 






























vay view the Sosan refinery as a conve- 
nt way to enter the business. Senior | 
ndai officials involved with the pro- 
were travelling and unavailable for 
omment. > ! 
"There may be a more personal side 
‘the dispute. Chang's sister is the 
dow. of Chung's brother and the two 
es have had a long relationship. 
ndai had previously exercised a 
e management role in Kukdong. 
ome people in the industry believe 
s involvement facilitated gov- 




















ing a partne^ship tosrunshe refinery, but 
talks broke off when Shell demanded a 
50% ownership stake in the new com- 
pany, as it has in ts existing venture. 
“We told them tha: this was the 1980s, 
not the 1969s [when the previous ven-” 
ture began] " says Kukdong's Chang. 
Kukdong is the smallest of South 
Korea's five refineries. with a capacity 
of 10,000 berrels.a day. Honan Oil, the 
largest refimer, has a daily capacity of 
380,000 barrels. Kuxdong, however, 





















ch Kukdong received in 1981. 
approval came after the second oil 
‘k forced South Korea to rethink its 
oil first" energy policy and made Kuk- 
ong the envy of the industry. Kuk- 
dong's. Chang denies that Bynes 

Chung helped grease the wheels of the 
bureaucratic machinery and says that 
the presence of a high-profile share- 
holder like Hyundai actually made ap- 


proval more difficult. — — 
Whether or not the Hyundai faction 
sides are now locked in a bitter legal and 
personal dispute. One subject of legal 
‘wrangling is whether management in- 
formed the Hyundai shareholders that it 
was considering bringing a foreign part- 
merintothe venture. — — | 























("he plant, with a daily capacity of 
§ 60,000 barrels, will be South Korea's 
acker, which is something like a giant- 
hich are byproducts of conventional 
fining to be converted into more pro- 
able lighter oils. = 

South Korea now exports the re- ' 
sidual oils which are left from the refin- 
ng process, most of which are burned as 






































concentrates on more specialised pro- 
ducts than its larger brethern. 


Changs elder trother, 
Korea's second refinery. It expanded 
tremendously durng the early 
when it suppliec esphalt for the Seoul- 
Pusan highway, one of the huge build- 
ing projects of the Park Chung Hee- 
sponsored growth 900m. — — 

. Chang aas amoitious plans for the 
| company. “Kukdeng is a very small 
company but he se very badly wants it 
to be big.” says 2n : ? 
who has cealt extemsively with Kuk- 
dong. “He is extremely talented and 
capable, bat I coa’t know whether he 
has overreachec himself with this joint 





wtruck and bus 


Muse, says Chang. — 

E venture is part of 

to broaden its hori- - 
US. ànd Western 

W IT 10% of the 

arly 1990s 





venture.” 

Some indus 
the viability of ł et 
.governmert contrelleé and there is cur-- 


 Observers. question 








Way. | 
Shell and Kukdong discussed form- 



























The corapany, which was started by | 
was South 


1970s 


ustry executive - 


project. Prices are | 

















.. Samsung will make polyesters. Shell. |^ 
. and Kumho just signed an agree- |. 
ment to make solvents and epoxy te- 
sins. Prices for these products are 
not controlled and because they 
. have a higher value-added content 
; they should initially be more profita- 
ble than petrol and naphtha. 

Government control of basic 
petroleum-product pricing may 
4 wane. BP expects decontrol to occur 

within the next several years. 
Coupled with demand growth fuel- 
led by South Korea's economic 
boom, the refinery will be ideally 
- positioned in the early 1990s, says 
the British company. ~ 

. More immediately, BP must 
. hope that. Kukdong and Hyundai. 
. work out an accommodation that al- 
lows the joint venture to go forward. 
. Both BP and outside sources say 
that it would be difficult for local 
management to operate the plant 
une efficiently. “It has to be 
operated by guys who know what 
er re doing," says a BP spokesman. 

BP refuses to comment on the dis- 
pute between Hyundai and Kukdong 
management, saying that it is an inter- 
nal matter for Kukdong to settle. BP did 
not deal with the Hyundai group before 
signing the joint venture. “You do not 
negotiate with a shareholder," says a BP 
spokesman. “We came to Kukdong to . 
negotiate with the management of Kuk- 
dong." ` "XM Mu 

No one will predict when Hyundai . 
and Kukdong may settle their dispute. - 
Construction is currently under way with 
3,000 Hyundai construction workers 


/ being assisted by BP advisers. But agree- 
. ment will have to come by the time the 
first barrels of crude are ready to be re- | 
fined late next year. Whatever the out- | 
come, it is certain to be a test of the coun- | 
| trysmostpowerfulbusinessgroup. — 











Now, thanks to Asian Banking ™ 
Center, you can place your deposits in 
locations of your choice all over the 
world in safety and privacy. 






exchange an 
the world. 


To assist you, we will 


+ 


You can deposit in any major 
currency-US dollars, Canadian dollars, 
Japanese Yen, Deutschemarks, Sterling 
pounds, Swiss Francs, Australian 
dollars, New Zealand dollars and others. 





a skilled professional who 


all your transactions and ta 
You can invest in precious metals financial packages f: 
and arrange for credit facilities, foreign utmost discretion. 





Asian Banking Center: 


9 Toronto: 463 Dundas Street West, Toronto, 
Ontario. M5T 1G8 Canada. 
Tel: (416)977-7272. Telex: 06-218972 ABCTOR 


* Vancouver: 612 Main Street, Vancouver, 
B.C. V6A 2V3 Canada, Tel: (604)682-7373. 
elex: 04-508367 CITIVCR 


* New York: 666 Fifth Avenue, 7th Floer, 
New York, New York 10103 LISA. 
Tel: (212)307-8300. Telex: 424587 CITICTR 


€ San Francisco: Citicorp Center, 24/F One 
Sansome Street, San Francisco CA 941041, USA. 
Tel: (415)627-6495. Telex: 278374 CYBK UR 




















your own Personal Finance 


For more information, simply fill in the coupon or. 
attach a name card and mail to the location of your 
choice. ( All correspondence will be treated in the: 
strictest confidence.) 


p—————-— 
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* Singapore: 1 Shenton Way, 
sera pore 0106. Tel: 224-5757. 
Selex: R522462 CITABC 


= Hong Kong: Lee Gardens, 37 FH ysan 
Syenue, Causeway Bay, Hong Kong. 
Tel 5-751390. Telex: 73243 FNCB 


: Citibank NA, 402 
PO Box FF, Agana, 
I: (671)477-9881 
16159 CITBK 
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Our Executive Class service st 


3 In fag t starts as soon as you walk 
: . into Soearno-Hatta Airport, Jakarta. 
—.  Yodfil finda red Sion tolead you 
. to our Executive check-in. 

e feo a ENE it 


Our staff will take care of you i 
their usual charming fashion. 
Then they'll escort you throug 


passport. control, through securit 
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ind into our comfortable Executive So when you fly with’ 

Zlass lounge. Indcaesia you'll find we giváyou more 
Of course, when you board the than just a smile. 

ürcraft you're just as well looked after. Garuda Indonesia —NS 








SOMETHING A HOTEL 
CAN NEVER BE. 


Walking into your fully equipped kitchen at the Ascott E «ecutive 
Residences is just like coming home. You can prepare your favourite 
dish in exactly the way you want it, or you can whip up an melette at 
midnight without it costing you a small fortune. 

No one is going to come in the next morning to check wh at rau ve 
taken from the fridge. What you put in and take out is your business. 
French cheese. a soft drink, or even champagne. Feel free. They're all 
available from shops a couple of minutes away. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended »eriods 

So we're everything a hotel can never be. And if you tire l 
entertaining at home, there's an exclusive bar and swimm: 1g pool for 
residents and Móvenpick, the famous Swiss Restaurant 

However. we have to admit that we do resemble a hotel m one way. 
Our rentals compare very favourably to a room in a good hotel. 

And that's where the similarity ends. 

The location could not be bettered. The Ascott 
Executive Residences aet in between the Hyatt 
and Dynasty hotels, flose to some of Singapore's 
finest shops. 

Introduction Pgckage from $2190. 

Now fivailable!! 


Foi peopl 


u 
whod rather be at home. eu 





6-8 SCOTTS ROAD 9401-21, SINGAPORE 0922. TEL: 7320033, 7324225, TELEX RS 50139 ASCOTT 
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You Could. 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 





You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China 


Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China 


Small investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| enclose a cheque/money order of — 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one): 
American Express Diners Club O 
MasterCard O Visa O 
(Please print in block letters) 


Card No: 
Exp. Date: 
Signature: 
Name: 


RO723CTR4M 


| Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 












In this advertisement for its own 
financial services, run in its own pages, 
London's Financial Times cited the 
South China Morning Post as the one 
newspaper of reference in the Far East. 





ONE OF THE WOELD'S GREAT 


munity 
tor the 
leading papers.and figancial pë ications 


around the glebe. It is inv: 
barometer by which tegauge t 

















commercial, and economie climate of the 
world's top growth region. . 

Every great city in the world has its 
t newspaper. In Hong KMne it's the 
outh China Morning Post. 










































T 304 Pages — Hard Cover, liberally 
coU illustrated with charts and graphs fully indered ... 


^. What The Professionals Say: 

— "Atimely, interesting and thoughtful 

| analysis of Asian stockmarkets. Anthony 
;URowlev's book makes an important 
contribution to understanding this dynamic 
. region." | 

-Robert Hormats, Director, 

Goldman Sachs International, New York. 


"With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets." 


4, Mark Mobius, President, 
— International Investment Trust Company, 
c Taipet. 
. "Avery readable and important book. 
Securities markets are only now being 
-recognised as a principal source of domestic 
-and foreign financing to help solve the 
developing-country debt crisis and to renew 
‘growth. Anthony Rowley deserves applause 
. from the financial community for producing 
ne, if not the first, book on this subject." 
David Gill, Director, 
"apital Markets Department, International 
Finance Corporation, Washington D.C. 


. ABOUT THE AUTHOR 


Anthony Rowley was Business Editor of 
: astern Economic 
during which 








|, Before joining ttu Review, as Singapore 
 correspondént, in 1976 the author worked 
for ten years The Times in London, 
where he wrotdfon finance and investment. 
[| His first bog, “The Barons of European 
| Industry,” ws published in London by 
Croom Helng'in 1973. The author is now 
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. The Book Every Investor Has Been Waiting For! 


will find ASIAN 











The following Stock Mark 
are covered: 
| North Asia 

||. Japan, Taiwan, S. Korea 
| SE. Asia 
 . Hong Kong, Thailand, Singapore, | 
Malaysia, Indonesia, Philippines 


ets 


Sub-Continent 
India, Pakistan, Sri Lanka. — 






We are pleased to announce the publication of - ASIAN 
STOCKMARKETS: The Inside Story. I 3 
Writter. and edited by Anthony Rowley, the Review's business editor, 


this long awaited and much needed book details the strengths, weak- 


nesses, and idiosyncracies of Asia's larger as well as lesser stock mar- 
kets. Frora the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this book alerts you to the many investment opportunities 
which exist, while at the same time informs you of where and why you 
should be cautious when dealing on some markets in Asia. 


Libera ly illustrated with charts and graphs and fully indexed, you 
STOCKMARKETS: The Inside Story an invaluable 
guide to investing in Asia. 


Whether you are a professional investor or novice this book is must 











reading fer you. Your small investment in ASIAN STOCKMARKETS: 


The Inside Stery today, may well pay large dividends in the future by 
saving you time, energy and money. 

To order your.copies of ASIAN STOCKMARKETS: The Inside Story 
simply ccmplete the coupon below and send together with correct pay- 
ment to: 


To: Pu»licatiens Division 
Far Eastern Economic Review Ltd., 
G.P.O. Eox 160, Hong Kong 
Please send .. ........ copy(s) of Asian Stockmarkets for which I enclose 
US$35 per copy. O For surface mail delivery add US$2, © for airmail 
deliver» add USS®. (] American Express 
I prefer you charge my credit card (tick one):— LJ Diners Club 
MasterCard 


[] 
ccc dI Visa 
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Card NO une 
Exp. Date __ Signature 
Name, Lucus | 
(Please print in block letters) 
Address: 








Type o: Business: 


Title: 














You may forward payment in equivalent local currency. — — 




























| about to engulf the planet. However, 
-thei 
























For them there is no tomorrow., 










times annual earnings. 
_ Things! look different in Washington, 





: Bank and the IMF. There, 
^| every year, the bank goes on 
_| publishing its World Develop- 
- ment Report and each year the 
forecasts for the future, espe- 
cially of the developing world, 
decline. More worrying, actual 
performance declines steadily 

_| too, in developed and develop- 
|j ing countries alike. Mean- 
| while, the. IMF, nowadays 
: under the more humane man- 
| agement of Michel Camdessus, has be- 
-] gun saying that growth is as essential 
| to. adjustment as adjustment is to 

















ui No I es least of all the financial mar- 


posed to come from, except for the re- 
sidual few points that. scan still be 
queezed out of cost cutting, unemploy- 
nt and thus higher productivity. The 
kets are living in just as big a fools’ 
adise as were the Western trades 
nions who inflated incomes to unreal 


is that the folly of the markets does.not 
10w up so quickly in official inflation 

figures. 

|. @ ONE of the things observed all along 

j| by the World Bank was that the more 

] economic growth slowed, the worse the 

|: debt problem would become. So it has, 

| and now banks are being forced to rec- 

| Ognise the reality that much sovereign 

i Sig in Latin America and elsewhere, 
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des 




















o longer [simply] a Third World 


debt. crisis. but a First World banking | 


1 crisis." 


Ratings. of. the banking s sector on. 





t: the cold spell will continue 


T 9 IN case anyone cares, the world is 
“still. slowing. down. This. is not to 
Say that cosmic night or an ice-age are 


| Wall Street ané London P giis declined 
in line with that reality. The 
yet done sc m Tokyo because J apanese 
banks are met as ready to mai 
hird World debt — pub- 
licly at least — as are US anc European 
banks. When they co, that eeuld 2 the 
cr the bull mat 
that or the sheer weight of | 
break the camel's back. 

€ OF course it might. appes 
ci uatries will g: 
the provisions being made agai 
World debt. Not so. The w 
of debt in banks’ balance-:à 
not mean taat their nomnal ann 
against developing countries are being 
reduced. The pzinciple of d | 
forgiveness advocated by t 
Wall Street guru Her 

others is sub i anat 


işa distinct chill spreading by de- . 
‘the global economy. This in- 
lowdown is manifest not only 
la performance figures for 
w years but in the steady 
g rowth expectations for the 


sions against ` 





‘ y o ioe this encroaching 
several suns burn so brightly 
al firmament. In New York 
he light of wilful optimism | 
blinding as markets project 
owth and share ratings into 


developing. 










too. As Marc Faber (an Arctic 
f ever there was one, but a highly 
redible one) of Drexel Burnham Lam- 
bert's Hongkong office noted recently, «ed a fe 
NTT stock there is selling at.about 300 | York (and. the IMF in 
why. Put in raner Fo 
banks’ argu 


your claim agait 
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REVIEWTABLE by Andy Tang 





in the debtor country) It 
thing for thes 
down their dai Ps. That WO 
propriation." — E 
. In any case the banks are he 
agically reappe 
countries to 
nt to me ines 


kets, knows where that growth is sup- . 





| lent. For perspective, the World Bar 







heights in the.1970s. The only difference | 


Du at 29 
hardly the pa 
ary growth which the expan 
1980s is suppa sed to be | 


xdigm. of nor-nf 








. been slow me as k Bänks to “sh 
count" after debt has be 
down. One or we of them, li 
have even asked t . 
back their (heavily discountze 
from banks, with the help of awaid giver 
* up his largesse that 
ieis as an eg source 
acknowledged jo y Shroff, once that sort 


| never be repaid. As one World. 
Bank source observed to Shroff, there - 


who can leverag 
way. The trou 









of explicit reduction of d 
place, even the likes of Indone 
Thailand might start demandir 
too. So,.the banks are unlike 
reducing the contractual value o 
claims for at least some time. 
A key factor in the declining: 
af developing countries 
been the decline in most 
prices. World Bank source 
up with some. interes 
scarcely publicised) cal 
show that global indust 
needs to expand by 2.59 
to maintair commodity pri 
level. That explains the 5% o: 
cline in prices over the past tw 
Shroff can only pass on the rathe 
ing private forecast from one ban 
pert that "if we continue to stagpe 
along with zero industrial producti 
| growth we could see even lowe 
 modity] prices in 1988 and 198 
the grain market will revive." 
































































































Taiwan's withdrawal from the Wor 
Bank and the IMF as a result of 
China’s membership in May 
1980 is that the bank is denied 
access to Taipei’s cash-rich 
capital markets. Taiwan now 
has about the second- -bigges 
foreign-exchange reserves in the 
world but because it is. desig 
nated by the World Bank as: 
province of China it cannot be 
invited to subscribe to the spe 
cia! bond issues which the: banl 
makes to central banks to enable them 
to diversify their reserves. T 
could of course buy World Bank bon 
in the Euromarkets or in Jap 
samurai market, but not at such fa 
vourable rates. As a result, "SVOLTE 
loses. - 

Taiwan $ official | reserves. curren 
stand at around US$62 billion equ 








borrowed seme US$9 billio: 
rencies in the financial yea 
dus aims to raise US$11 

urrent year. If it had direc 
World Bank issues, Taip 
doubt use the bank to recycle son 
surpluses in the same way that Jap 
doing, and get triple-A securities i 
process. The bank will be. looki 
borrow more fugds once it gets its ne 
general capital iNgrease and with Mi 
dle East sources now less ready to be 
tapped, it will need Additional sources. 
With Hongkong still declinifig to allow 
the bank to issue bond: Lin its. ci 
market (and Singapore tog) the 
market could be ideal. Of cia p: 
ing to China's chauvinism À 


| does the international com r 
good at all. 























































R etreat from reality seems the best way to describethestate ^ intervention. 
FA of the international financial markets since mid-June. 
"The US dollar has been gaining ground, stockmarket: have 
surged ahead and precious metals have marked time despite 
signs that latent inflation in the US and in Britain may soor 
manifest itself. UR s | 
"The Venice Summit marked a turning point. It coircidee 
with the British general election which brought Prime Minis- | 
ter Margaret Thatcher’s government back to power — but | 
ot the expected surge in the pound and in the British bond | 
kets. Instead sterling and the "gilt" market retreated and 
ie dollar gained ground. — E | 
Venice produced meaningful agreement on macro-econo- 
ic policy coordination which should reduce both external 
iyments imbalances and exchange-rate anomalies. B at that 


| 


y Anthony Rowley in Hongkong 
yer"! You do not have to be- 
lieve in it — just buy 
it. This seems about , 
B ihe dest advice that 
can be given to invest- 
ors still wondering 
whether to put their 
uL EE a money into Asian 
"stockmarkets in what is politely termed 
a “mature” stage of the bull market. 
~~ 1f London and New York are still 
. crazy — that seems to be the right word 
“about Asian markets then there is no 
point in others eschewing this mid-sum- 
- mer madness. New York and London, 
: are, after all, where the money is. 
© Liquidity is all nowadays and there is 
. à lot of it about. A good deal more has 
~yet to flow into Asian markets from in- 
stitutions in London and New York so 
there is a strong case to be made for the 
individual investor anticipating these 
"flows, irrespective of fundamentals. — 
_ The arguments heard in these two 


gument. Ir US dollar terms, earnings 
growth in Japan tas been 65%, 50% 
and 30% for the financial years since 
1985. In the US the average has been 
about 15%. This, says the London brok- 
er, justifies an average p/e ratio of 63 in 
Tokyo over a-ratie of 17 on Wall Street. 
So, carry oa buying the Tokyo market. 

. Oversimplistic. declares the research 
director of a majer Wall Street securi- 
ties house. Much of the: growth in Ja- 
panese corpora:e earnings is attributa- 
ble to companies’ dealing in the Japan- 
ese stockmarket (either direct or 
through Tekkin fencs — trust bank ac- 
counts enjeyingtex privileges). Dealing 
profits are rising alot faster than operat- 
ing profite for many Japanese corpo- 
rations. This is true. But even the Wall. 
Street house is sill buying the Tokyo 
market or the basis of being “bullish. 
about the lapanese economy even if we 
are astonished ut the act of levitation in 
the stockrsarke:.- | IM 

Other Wall Street analysts say that, - 
compared with tae yield on Japanese - 
bonds, the Japanzse equity market still 
has some way to go. However, they note 
that at the same ime, Japanese invest- 
ors have deen taking profits in Tokyo. 
| and that net inf ows from Japan into 
| Wall Street equites have continued. 

Convertibieoptions: page 74 
| Maxicc leads: page 74 
Diamoad maiket surge: page 75 


Investmeni revolution: page 77 














will take time and the US dolla 
genuine, especially as the mar 
pressed by promises in Veni 


Superficially this :s a convincing ar- 































not exist, London brok 








EurabonckU-turn: page 78 | next five years. 












ould have been more im- 


e of concerted exchange-markeg 


ion. So, whence the new strength of the dollar? 

The best explanation is a tacit understanding (cemented 
in Venice) that Japan will support the dollar in return for US... 
administration efforts to fend off pr ES 
thanks for the partial raves i US sanctions against Japanese |. 

semiconductor exports). TI | 
and Congress has now moved to upset this scenario by limit- | - 
ing | «loses discretion on trade protection. ER 
nce the longer-term implications of that — plus the fact | 

that inflation is now on a secular rising trend in the US, | 
Europe and apparently even in Japan — sinks in, it is hard to 
see the dollar retaining its buoyancy. Any renewed weakness 
would result in hardening US interest rates. Both bond and 
equity markets can then be expected to react badly. Reality 
must be faced sooner or later. | 


fend off protectionism (and as 


e Democrat-controlled Senate 


— Anthony Rowley 





This institutional bullishness on 
Japan contrasts rather sharply with the 
view of the man in the street in Britain, |. 
as reflected in the behaviour of unit- |. 
trust holders. Britain probably has more. | 
unit holders (especially via linked life” 
policies) than any other country and 
they have been voting with their feet on... | 
Japan. The London-based M & G 
group, which has 15% of its £6 billion 
(US$9.7 billion) funds under manage- 
ment invested overseas and the bulk of 
that in Japan, confirms that most unit 
holders are taking profits from Japan. 

Individual investor judgment may 
well be more sound than collective in- 


stitutional wisdom in this case. The 
trouble is that the big investment in- 


stitutions in Britain — unit trusts, insur- 
ance companies (especially life funds) 
and pension funds — are seeing huge 
volumes of new money coming in every 
year as investors reap the benefits of 
real returns in a low-inflation environ- 
ment and as the cult of share ownership — 
continues on the back of privatisation. 


"hat money has to go somewhere, 
M and with nervousness about interest- 
rate movements reflected in volatile 
bond markets, most of it is currently - 
seeking a home in equities. Outside of — 
the London and New York markets | 
there are few places other than Tokyo. — 
" "The one other market (excepting | 
Sydney) large enough and familiar 
enough to attract these institutional 
flows is Hongkong. This explains why 
there is à good deal of argument right — 
now in London and New York about the ` 
case forinvestment in Hongkong. | 

If Carlton Poon, chief analyst at . 
brokers James Capel in Hongkong, did | 
brokers would ne 
their bullishness 
ppens, Poon's re- 





to invent him to justi 


















ed | 














Should collapse. e wal 
rovide just as useful a scapegoat.) 

oon's confident assertion that “one 
; international investors will buy 
ongkong because of China rather than 
- despite China” cuts rather more ice in 
London and New York than it does 
among those familiar with the political 
nuances of Hongkong as 1997 draws in- 
. exorably nearer. And Poon’s statement 
that “the greater the level of domestic 
uncertainty the more attractively priced 
Hongkong's assets become" is tan- 
 tamount to saying that a house which 
has r bomb ticking away inside it 
1 Fa bargain buy if the real-estate 







T 'here are admittedly more respect- 
| arguments made by Poon and 
n for buying Hongkong in the short 

term, and if London or New York 
Y needed any convincing (which they do 
| not) these would no doubt be used to 
rationalise what is a need to find mar- 
kets capable of bearing the current weight 
of money available in both centres. 

This helps explain, too, why Singa- 
pore has suddenly become a darling 
among international (institutional) in- 
vestors. The Singapore dollar is one of 
the soundest currencies outside Switzer- 
land, and if it has weakened notably 
against sterling in recent times this is 
evidence of a pragmatic attitude by 
Singapore authorities towards the ex- 
change rate and competitive export pric- 
ing, says one London unit trust manager. 

The currency argument in favour of 
Singapore is in fact so prevalent now in 
London that one begins to wonder 
whether -a Singapore version of 









Poon has not been there setting the City | 








afire. However, once > agaia everyone 


through 





adapts the argument to suit Eis own con- 
venience. One broker attes* to the re- 
cent strength {rather than weakness) of 
the Singapore dollar beirg a good 
reason for putting money ir “the Singa- 
pore stockmarket new. “The benefits of 
being in the Singapore marke? will come 
the currency rather than 
through earnings,” he declarzs. 


Dou arguments ager in fa- 
vour of Singapore are heard on 
Wall Street. “We are bulish about 
Singapore as a market," sayan invest- 
ment director. Reason? Towyo's edge 
over Singapore and Hongkeag will be 
eroded as the growth in Jap.a’s capital 
surplus declines and as the rate of capi- 
tal accumulation in the wo other | 
centres increases. 

The simple fact is of course that, be- 
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: | 1g, Singapore is the oi 
second- league. Asian stockmarket with 
a capitalisation capable oí absorbing 
meaningfui quantities of money. 
Much the same applies to attitude. 
towards any other Asian market wh 
nowadays looks like a good, poten 
repository for foreign funds, T 
Taiwan anc South Korea are seen in the 
City as being “massively undervalu 
despite the near-perpendicular rise it 
their principal market indices. Soutl 
Korea's political problems are shrugg 
off by Wall Street analysts as virtually: 
relevant. The New York Stock E 
change-listed Korea Fund suffered on 
a small drop in its heavy premium 
ing the demonstrations in Seoul 
The recently launched © 
Fund in New York continues t 
premium of about 50% over offer p 
and a second Thailand Fund, due to 
launched soon in conjunction with t 
——m9 International Finance Corp. (the equity 
arm of the World Bank), will no doubt 
sell at as high a premium as that of the 
first such fund. Wall Street investors 
who have hardly heard of Malaysia and . 
Thailand, have ploughed into these spe- 
cial countrv funds on the back of à 
generalised bullishness about Asia. — - | 
The best course of action for now: 
seems to be to run with the thundering - 
bullish herd. The tide of self-fulfilling | 
optimism will continue to flow so long as- ` 
no nasty shocks are administered to the 
system — a rather big “if,” admittedly. | 
Internationzl financial liquidity is un- | 
likely to grow so rapidly in the next two | | 
years as it has in the past two but there 
will still be sufficient to raise the water 
table on which many Asian markets are» 
currently floating. u 
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By Peter Freeman in 3ydney — 









bem great financial crash 
anead. or oil for the 
shock m the 
1390s, has its prob- 
l-ms for far-sighted 
economic  doomsay- 
wee crs: they have to store 
and irsure it against loss or 
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the stuff 
theft. EP 
Now the larger private investors and 
institutione} fumed. are being offered 
new ways to inves in gold or oil — and 
make a lit le morey while waiting for 
their theones te gel — via convertible 
< Launched in E.arepe two years ago, 


— aat: N ERE 


id arant trem em 


———aa — a 


acceptancc. They were later joined by 
standard bonds weh attached gold war- 
rants. Now, oil convertible bonds have 
put in an appearance. with an issue pack- 
aged for Norway" Christiania Bank by 
specialist Swiss mwesiment house, Bank 
Gutzwiller, Kurz, Bungener (Over- 
seas), a subsidi.ry of bullion-trade 


Lp rne in im nage en trt t Romane M MPa rar i m eh itta 


a ae tara nr ne n P i 










re bank, Bans Leu. | | a 
oR : A pioneer ingcld convertibles, Bank 


Gutzwiller brought the idea out to the 
| Asian region with the issue of bonds by 
Brunsgold Australia a year ago, and is 
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tockmarket performances through- 



















| tion of Bomba») have been impressive 
“so far this year, hut none of the Asian 
exchanges qualifes for the award of 
best-perfcrming market in 1987. That 
 distinctios goes o Mexico, where the 
¿market hes risen oy 176% in US-dollar 
terms since the beginning of the year. 
This spectacular performance fol- 






in Where To Put Your Money — RE 











| Euving gold for the- 


| gold convertible bands have found wide. 








out Asia (with the notable excep- 


lows a ris: of B6C% in 1986 (or 40% in 
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through its Sydney office. QURE ET 


The basic ingredient of gold 


the chance of taking a position in one or 
other of the two commodities. The is- 
suer of the bonds would normally be à 
company producing gold or oil, as the 
case may be. 

While the company benefits from the 
lower cost of funding through the dis- 
counted coupon rate, the lenders get the 
opportunity of taking a long-term posi- 
tion of up to 10 vears, or even more, in 
gold or oil, without the problems of in- 
surance or storage. The futures and op- 
tions markets provide a similar facility, 
but usually only 12 months ahead. 


The new issue by Christiania Bank |. 


was for Sfr 50. million (US$32.68 mil- 


| lion) at a coupon rate of 2.625% over a 


term of seven years. The bonds carried 
attached warrants, representing quan- 
tities of “crude West Texas sweet,” 


exercisable at US$23 a barrel, a pre- 


mium of 21% over the market price at 
the time of issue. 

- :Bank Gutzwiller's Australian repre- 
sentative, Patricia Angly, said the total 
market for gold convertibles was about 


severed rrr Mere RANA ITA rr rere AH i m HA Mee Ret eta inar rie BA m rre rere beh 


real terms). No Asian market comes 


“anywhere near matching that. Even 


London, the best-performing of the 


non-Asian markets in 1987, has man- 


aged only a modest 50% rise. = 
Where to Put Your Money suggest- 
ed earlier this year (REVIEW, 26 Mar.) 


that the Latin American markets were 
ones to watch and that Mexico could be 


an attractive proposition if the coun- 


try could get on top of its debt burden 







and of | 
convertibles is the trade-off for invest- 
ors between a lower interest rate and 






























"banks, such as Mo d 
Citibank, approach 
| with gold warran al 






án. convertibles was tim- 


rged on gold convertibles has 
hit 40%, reflecting the 
Be in bullion prices before the 


irinn purani varnih i s: 





T and return to a realistic exchange rate. 
- j^. Mexico's debts to foreign banks have 
:now been substantially renegotiated. 


ij change-listed Mexico Fund has risen 
{from a low of US$2 to about US$7.50 
.| now. New York analysts expect the 
~~} Mexico market to go higher. 

Il: However, the Brazilian stockmarket 
_.-— by far the biggest i in Latin America in 
capitalisation terms — has continued to 
decline, with prices tumbling by 83% in 
US-dollar terms over the past 12 
months. No real recovery is likely until 
at least late this year, when Brazil's 
. debts to foreign commercial banks are 
“due for renegotiation. 

; None of this deters the enthusiasm, 

10wever, of the International Finance 
Corp. (equity arm of the World Bank) 
which is talking of launching two new 
Brazilian investment funds soon. 
(These will be "closed-ended" or invest- 
-] ment-trust type funds, like the Mexico 
.] Fund.) The existing London-listed 
.|, Brazil Fund (an “open-end” unit trust), 

has fallen from a high of US$18 during 
1986 to US$1.86. 

Venezuela has been another bright 
spot. Its stockmarket has risen by 85% 

in dollar terms over the past 18 months, 

ur part reflecting firmer oil prices. 




















— Anthony Rowley 





aid E. key to both. issuing i i 


e past six months the premium |: 


3 . Meanwhile, the New York Stock Ex- | 


i a < regai sits sparkle 


By John Muicahy in Hongkong 


t was in 
Wheimer, then. chairman æi 
Beers diamond: ‘empire, ob: 
| conditionsár t the market f 















the 1930s. AE that time h 
Ernest Oppenheimer, 
the calamity in the diamonc maa by 
forming what was to becomesone of his- 
tory's few successful international trad- 


ing ‘cartels. 
| The London-bas 











keting of diamonds p ced by such 
politically and culturally diverse coun- 
tries as the Sov 
Zaire, Angola and Australia. : 
compatibility has never be 
for membership of this - 
exclusive chub, though, 
and. if. recalcitrant 
members had at times 
felt tempted to go their 
own way, by the early 
1980s all such instincts 
were firmly suppressed 
by appallmg market 
conditions, which led to 
the failure of dozens of 
established wholesalers 
and cutters. 

In an effort to cor- 
rect the difficulties, 
which were caused 
largely by bank credit- 
-financed speculation, 

the CSO in 1980 began 
cutting sales, from a 
total of US$2.7 billion 
in that year te US$1.2 billion in 1982. 
For psychological reasons the CSO 
never cuts prices, but manipulates sup- 
ply to achieve its objectives. 

In this instance, as in the past, the 
CSO appears to have succeeced, with 
total sales rising to US$1.82 billion in 
1985, US$2.56 billion last 
US$1.56 billien for the first s sm months 

_ Of this year. 

When prices dina soari :9 in the 
late 1970s, diamonds attracted mvestors 
and started to test the budgets of pros- 

 pective suitors planning to purchase en- 
gagement rings. 

The factors supporting d diversifica- 
tion of investments into golt 
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iG, silver, 
platinum ard other hard assets are 
equally pertinent to diamonds, which 
enjoy a unique advantage over precious 
metals in tha: they are more readily 
transportable. As a crisis currency, 
diamonds thrive on high inflation, nega- | 
tive real interest rates and the accom- 
panying lack of enthusiasm forpaper in- 
vestments. 

Just as sales of physica gold have 








[982 that Harry Oppen- 

the De- 
arved that. 
gems were |] 


i ral Selling 
Organisation: (CSQ) handles. the mar- |. 


iet Union, Me Africa; : 


n |:two diamonds ar. e identical. | 


sear and 


we. 
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over the past year begun to ri 
ing emerging expectations of hig 
. lation, so too have the diamond m 
kets of As: a begun to expe jence a a ri 
| val. One indication of the diamond: 

| ket’s recovery isthe suc 
Diamond Bourse in Ho 
membership has grown f 
d d m n s yes rs 



















The reasons s for DIE dia 
an investment are no more. 
than for gold, thoug colle 
there is à quality of individuality 


























boom before th: 
the early 1980 
+ chosen bench mal 
a D-1 flawless, as 
carat stone whose pri 
soared 10 times, 
about  US$70,000, 
two years, 



































E perts, and certainly De 
Beers itself, ree the 














q for the gem marke 
given the huge range 
and wide disparities, 
But when the D-1 fel 
“precipitously, to 
than US$5,000, it sig- 
nalled the end of th 
line for many new cor 
REVIENDIAGHAM by And? Tang . Verts to the gem mai 
| ket. Asa measure of the market's sut 
| sequent recovery, D-1 stones have o 
‘the past year commanded prices of we 
-over US$10,000. : 
. As yet, there is nosignof the hy’ 
| that finally brought the last diamo 
boom to its knees, as speculators he. 
ity exposed to bank financing at str 
spheric interest rates found them 
unable to service their debts. Many. 
the speculators have long since go 
and those who survived the crash: are fa 
| more wary of debt. V 
| That the recovery is under way, how 
| ever, is undisputed, and the global fig 
| 
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| ures presented by the CSO reflect only 
the surface of an industry, which boasts 
far superior margins after the cutting 
and polishing Stages. A view of the fu~ 
ture for diamonds requires, considera- 
tion of the outlook for world inflation. 
and currencies. Rising ipflation, even. 
though it remains at an unremarkable 
level when set against the xperience of 
the past decade, is already grompting a 
shift into traditional hedee Diamond: | 
are no exception. fl 



































Get the highest interest rates! 


India offers amongst the. highest. 

" interest rates on Fixed Deposits in the 
world. And you as a Non-Resident 
Indian can invest in them. CITIBANK 
INDIA INVESTMENTS shows you the 
best way how. What's more, you are 
permitted to take back the capital and 
interest in foreign currency, with no 
withholding tax at.any time. Our Fixed 
Deposits are denominated in. 

US Dollars, Sterling Pounds and 
Rupees. Currently our US Dollar 
Deposits earn yields of 8.096 for 

6 months, 9.7396 for one year and as 
high as 11.98% for 3. years. 


Get 5-star banking service too. 


When you bank with us, you get the 
benefit of our international experi ence 
and fully-computerised 
communications network. Which. 
means service at your doorstep 
anywhere in the world. And Speedy, 
efficient banking. 












Citibank — — ‘The worldwide bank comes 
S to you... and takes you home. 





Sg CU p ey MSS 


interested? All you do is mail this 

couper to us. When in India, visit our 

branches at Bombay, Delhi, Calcutta 
nd Madras. Come experience the 

difference between banking... and 

banking with the © 

5-stat touch. 


Ci T 'IBANK INDI A [INVESTMENTS ECER 
Post this coupon to your nearest Citi bank branch 





Piease send me details aboutthe various Services offered 
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Now bulls and bears can 


play the Paribas way 


By John Mulcahy in Hongkong 
E | | After wallowing for 


bond issue is itstargetmarket. »rimarily 


= | that a further tranche later on is possi- 
ble, though no decision on this has been 
taken. * 

Opinion on Hongkong remains pre- 
dominantlv bullish, to the extent that 
James Capel and Co. can conceive of 
the Hang Seng Index reaching 10,000 in 
| five years under ideal conditions, 
though contrarians are a growing 
minority. The issuer, Paribas, makes 
the cogent point that Hongkong is a 
| market with a wealth of bull-market o 


anisms. 

The bear segment of the FRILS pro- 
vides a medium-term oppona to 
hedge Hongkong investments, without 
the risk of margin and with an annual 
yield of 10%. At worst, the loss of capi 
tal on the bear bond would leave the 
helder with 45% of the original invest- 
ment after 4.5 years. At best, maturity 
would yield an all-in return of 145%, 
suggesting odds of three to one against 
the prospect of a fall in the market equi- 
valent to 1,334 points on the Hang Seng 
Index. 

In the cases of the bull and bear 
bonds, the maximum capital value that 
can attach is double the nominal value, 
and the minimum is zero. This means 
that the effective range covered is 2,668 


FINANCIAL TIMES 


portunities. but few hedging mech- / 





months in the dol- 
drums created by ris- 


ing interest rates, 
Hongkong's capital 
market has been 


aroused by a revolu- 
tionary concept for 
the territory's investment scene. Pari- 
bas Asia has launched a HK$1.5 billion 
(US$192.3 million) fixed-rate, index- 
linked loan stock (FRILS) issue, aimed 
at capitalising on the territory's current 
stockmarket obsession. 

For Paribas, the issue will provide 
funding at a net 8%, attractive in the 
present circumstances; but the more 
significant aspect of the bull and bear 


the individual investor. The “iggest of 
its kind offered anywhere in the world, 
the Paribas issue is liaked to the Hang 
Seng stock index E rermanca giving it 
immediate identification and maying to 
the emerging dichotomy of sentiment 
on Hongkong. 

The link to the Hang Seng adex has 
no relevance to the issuer, whic under- 
takes only to redeem a total c* HK$1.5 
billion. But for holders, the capital 
value of their bonds mises anc falls ac- 
cording to movements in the index. 
Fully sub-underwritten, an expected 
over-subscription is likely tc prompt 
other issuers to introduce cleses and 
hybrids, with Paribas itself conceding 


ye or a peak of around 4,600 from a 
ase of 3,250 and a trough of about 
1.900. Denominated in units of 
HK$10,000, the bonds will be listed on 
the Stock Exchange of Hongkong in an 
effort to maximise marketability and 
liquidity. 

For professional investors and in- 
stitutions the key will be liquidity, as 
previously issued  bull-bear bonds 
linked to the Nikkei index and the CAC 
index in France have been criticised for 
their lack of tradeability. By aiming the 
issue at smaller investors (a total of 
150.000 bonds will be issued), linking it 
to the readily recognisable Hang Seng 
and pitching the unit price low enough 


Investors given a break 


By Nick Seaward in Kuala Lumpur 


Fo the individual foreign investor in Malaysia, tax breaks 
are few and far between. There is a standard 40% tax on 
dividends paid in Malaysia, which is waived only for com- 
panies in certain strategic sectors, such as the Malaysian !n- 
ternational Shipping Corp. (MISC), and on dividends paid to 
the US-based Malaysia Fund, which was established in May. 
In any case, dividend yields in Malaysia are so low — even 
MISC's is only 2.5%, for instance — that tax breaks hardly 
figure in the reckoning when deciding where to invest in Ma- 
laysian stocks. 

However, tax exemption may prove to be a draw with a 
new scheme being launched by Arab-Malaysian Merchant 
Bank (AMMB), which will sell Malaysian Government secu- 
rities direct to individuals. Through its Arab-Malaysian Indi- 
viduals’ Government Securities Programme (catchily short- 





| 


ened to Amigos), AMMB will offer the securities tax-free | 


to investors, which at current prices means a minimum 
net yield of 5.5%. This compares with dividend yields of 


2.2% for Harrison Malaysian Plantations, for instance, or | 
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a best I-smonth deposit rate in Malaysia of about 4.5%. 

Amigos follows on from AMMB’s gilts unit trust, which 
v as launesed in January this year. Arab-Malaysian Gilts was 
given a t2»-exemption by the government on condition that it 
invest a minimum of 90% of its funds in government securi- 
ties. However, most of Gilts’ customers came from the cor- 
porate sec or — not individuals — even though they were not 
etigible fe: the tax exemption. This time, AMMB has tried to 
attract mere individuals by selling the securities direct, at the 
prevailing smarket price, instead of obliging the investor to 
purchase anits at par. 

AMME has undertaken to buy back the securities at the 
prevailing market price. There is a limit of M$50,000 
(US$19,773; on the amount that an investor can buy, but this 
may be esed if or when the government decides to issue 
more scrip which is in short supply at the momept. Techni- 
cally, foreign investors should be charged a 15% withholding 
tax on int-est earned on Malaysian securities, but in prac- 
tiee, if the imterest is paid into a Malaysian dollar-denomi- 


nated accent in Malaysia, it will be treated differently 
frem that paid to a domestic investor. As the no ex- 
change restrictions in Malaysia, this proviso is u ely to be 
a deterrent Oo 
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for mass piae Paribas hopes to ob- 
ic 


viate this difficulty. 

Accordipg to Paribas executives, the 
bank will support liquidity in the mar- 
ket, and if trading opportunities arise 
resulting from discounts or low pre- 
miums, Paribas will take positions in the 
market. It will also provide a free custo- 
dian service for the bearer bonds to 
brokers and securities houses. 

A total of HK$750 million each in 
bull and bear bonds will be issued, with 
bull bonds offering a coupon of 4% and 
the bear bonds 10%, reflecting the is- 
suer's perception, undoubtedly well- 
placed, that Hongkong bulls are in the 
majority. With a maturity of 4.5 years, 
the bonds are tantamount to medium- 
term put options, offering an attractive 
coupon (for the bears), and a geared ex- 
posure to the stockmarket. 

For bulls, the 4% yield is currently 
one percentage point better than the 
yield on the Hang Seng Index compo- 
nents, and some professionals feel the 
comparative advantage is inadequate, 
though there is some leverage in capital 
appreciation, amounting to HK$7.50 for 
every one-point rise in the index. The re- 
verse is true for bears in such cir- 
cumstances, as the capital value of a bear 
bond depreciates by HK$7.50 for every 
point the index rises. In a falling market, 
on the other hand, bear bonds rise in value 
and bull bonds fall as the index falls. 
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A 100-point “ise in the Hang Seng 
Index represente à HK$750 rise in the 
theoretical -apitz! value of a HK$10,000 
bull bond, and = HK$750 reduction in 
the value of a HK$10,000 bear bond. 
Complicating ths simple position, how- 
ever, will be the yields to redemption 
for the respective bonds, as well as the 
imponderable variable of expectation. 
In other words a bond may have a 
theoretical value of HK$10,750 today, 
and shoulc be trading at 107.5%, but if 
the holder »elie-es the market is due for 
another 10)-poiat rise the selling price is 
likely to reflect that view. 


ies will be payable in arrears on 
22 January e year, with the first 

ayment cate next year, and thereafter 
in 1989, 1990, 991 and on maturity in 
1992. Hoklers may opt to redeem on 
any repayment date from 1989 onward, 
but redemptioas wil! be in matching 

airs of bull and bear bonds. Thus, if a 

older wishes o redeem a naked bull 
bond on 22 Jaruary it will first require 
the purchase o a bear bond, a practice 
that is alse likely :o influence the trading 
price of beth instruments. 

If, for examole, the Hang Seng Index 
has risen >y 1,800 points from the issue 
price by 22 Jamuary 1989, the redemp- 
tion value of the bull bond will be 17576 
and that of the bear 25%. The holder of 
a bull boad wishing to cash in will first 


U-turn on Eurobonds 


By Robert Manning in Washington 
READER After a 10-day drama 
that traumatised the 
Eurobond market and 
shook foreign invest- 
ors’ confidence in US 
bond issues, the US 
Treasury Department 

BENE reversed a decision to 
scrap a tax treaty with the Netherlands 
Antilles. Under intense pressure from 
Wall Street investors and insurance 
firms, the Treasury announced on 10 
July that it would retain the portion of 
the tax treaty exempting bond holders 
from a 30% withholding tax on interest 
payments which would have affected 
some US$32 billion in Antilles-issued 
Eurobonds. 

The. exemption also permits other 
third-country investors to use corporate 
entities in the Antilles to gain favoura- 
ble US tax treatment. But Treasury offi- 
cials said they would seek new legisla- 
tion to narrow the loopholes so only 
Eurobond investors gain from the con- 
cessions. ft isunclear when the US Con- 
pe would enact such legislation or 

ow it would affect investors taking ad- 
vantage of the loopholes in the interim 
period. 

"The [s market reacted 
much mage violently than I had antici- 








pated,” confessed Roger Mentz, assist- 
ant secretary of Treasury for Tax Policy 
— an irdicat on of how ill-conceived the 
decisioa was. 

Wall Street sources told the REVIEW 
that the orgma! decision had put at 
stake tae credibility of US securities in 
the Exerobend market. The Treasury 


mPa =p r EC NE I a — - 
LA t 7 - y : Lar - » = 3 _ 
" — u— 


have to go into the market to match the 
bull investment with a bear bond, apd 
this demand is likely to push the price of 
the bear up from the redemption value, 
so that in order to redeem a total of 
200% , the holder may well have to pay 
premium for the bear bond, thereby 
exiting at a discount. 

Offsetting this negative effect, 
though, will be the substantial yield on 
the bear bond, which at a coupon of 
10% and a price of 25% is an effective 
yield of 4095. In this, as in all cases, the 
reverse also holds true, so that a 1,000- 
point fall in the Hang Seng Index by op- 
tional redemption date will require 
similar manoeuvring by a naked bear- 
bond holder in order to effect an 


exit. 

The FRILS has limited value as a di- 
rect equity portfolio hedge, as the gear- 
ing is a fraction of the Hang Seng Fu- 
tures contract, and the finite trading 
range is another disincentive to direct 
hedging. Professional market operators 
do see arbitrage opportunities, though, 
and most concede that distinct benefits 
exist for individual investors, not least 
in the yield available on the bear bond. 
For Hongkong investors, the bull-bear 
bonds are an exciting new interest-bear- 
ing play on the stockmarket, and the 
listing represents the most widely ap- 
pealing quasi-bond opportunity in an 
environment dominated by equities. El 


had announced the decision to termi- 
nate the tax treaty with the Netherlands 
Antilles on 30 June after lengthy ne- 
gotiations broke down. The move, 
which surprised the 
Eurobond markets, was 
pushed through by the tax 
policy division of the Trea- 
sury without careful scru- 
tiny by other sections of the 
bureaucracy, sources said. 
Some US$1.5 billion of Antil- 
les-based bonds were called 
by US firms before the 
Treasury reversed its stand. 
During the crisis, many 
firms came under pressure 
to call in the bonds, while 
many others were under 
countervailing pressures to 
protect investors, said Wall 
Street brokers. A number 
of major US insurance 
groups suffered millions of 
dollars in losses because 
some of the called Euro- 
bonds were used in guaran- 
teed investment contracts, 
such as pension funds. 
Embarrassed Treasury officials said 
that while they sought to end the tax 
treaty, it was not their intention to sub- 
ject Eurobonds issued through the 
Netherlands Antilles to the withholding 
tax. The Netherlands Antilles earns 
close to US$90 million a year from ser- 
vicing Eurobonds. o 
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By Nick Seawardi in Kuala Lumpur 


an property, hotels and sugar 
, Robert Kuok Hock Nien 
d his stake in the Malayan 
idustries (MUI) group to 14%. 
nnouncement to the Kuala Lum- 
k Exchange on 10 July stated 
Robert Kuok group of com- 
bought an additional 8 mil- 
m a private company be- 
"s group chief executive, 
«hoo Kay Peng. The sale 
Khoo’s stake in MUI to 68 
es, or 20% , compared with 
nd of last year. 



















is manoeuvring for a friendly 

of MUI. A few days before the 

announcement, Kuok bought a 3096 

stake in Pan Malaysia Rubber Indus- 

tries, a 62%-owned subsidiary of MUI 
| associate company, Pan Malaysia Ce- 

-| ment Works. On 13 February, it was an- 

.|. nounced that 9 million MUI shares had 

been acquired by a subsidiary of Kuok's 
|. publicly listed company Perlis Plant- 
| -ations, at M$1.90 (75 US cents) a share. 

i © These’ were part of an 18 million MUI 

share package that Kuok was reported 

28 to have bought from Khoo at that time. 

; Sources in the MUI group deny that 
| Khoo intends to divest himself entirely 
| of his holdings in the conglomerate that 

1 he created. The same sources told the 

| REVIEW that Khoo has decided to rid 

| MUI of its image of being a one-man 

4 Show nica is s dependent for its survival 
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y Paisal Sricharatchanya in Bangkok 


cember. 








powers. 


al has heightened speculation - 


quire an interest in a bank eve 


contributed 92: 35 of its M$53:.4 | 





A ‘isan ministers propose penile trade links 


package of proposals aimed at promoting trade and in- 
| vestment among Asean members has raised hopes that 
'gional economic cooperation could finally be given a signi- 
ficant boost. The proposals, which were hammered out ata | íradea 
meeting of Asean economic ministers in Sin 
‘July, will be presented to the third Asean 


.. However, the package reportedly steers clear of such con 

roversial ideas as a common market or free-trade area. . : 
cording to Singapore’s Trade and Industry Minister et Joint Ve 
Hsien Loong, who chaired the meeting, it concentrates on 
| ractical Mig pace that could be implemented in the short 


n of an Asean common market, put forward in 
ie Philippines, has been attacked as impractical 
rai countries. which have competitive rather 


strong protectionist Dr from the 


| ering up stock 


| tobert Kuok increases his stake in MUI 


on his own persona! fortune..According 
to this version, Kuok's stake 3 MUI will 
remain at the present 1475 vel and it 
will be vote: with Khoo's 26-5 to enable 
Khoo to retain managerial 
Such a scenario does nct f 
Kuok's proven liking and abiit 
cise contro: of queted core: 
minority stakes x is hold- 
ing the shares on behalf 
else. Kuok has announced ; 
merge three of these comp 
Plantations, Federal Flour 
Rasa Sayang Beach Hotels 






































Kuok contrels Perlis thre: direct 
shareholding: of just over Perlis 
holds 10.78% of Federal: lour and 
35.25% of Rasa Sayang, wete Kuok 
holds direct stakes cf 25.495 3ad 8.4% 
in both compznies respectivele. 

&uok is ratiorzidising his 


No, that 

Malaysiar Operations it w 
sense to e rs 
as MUT's inierests in proper 
manufacturer and trading 
neatly with the other compar 
dition, contro: of MUI would 
a bank, a finapcecompany a 
ance companv. Kuok sold 
stake in Malaysi 

Multi- -Purpose ‘Holdi 
widely presumed 


















MUT's banking and financi 












10% of 


gone on 9-11 
ummit in De- 





the resuÉ: 





sicht ae | 





someone- 


mes via 


ble bank in Malaysia the year before. 


REPRE 


de need for incus to forge closer economic | 

misters have recommended substantial impr 
he Preferential Trading Arrangement ( 
te has failed to promete intra-Asean trade. 
'some 18,060 | 
y Asean states. They cover some 5% of the total 
f traded items but account for just 295 
m trade. Most tradable goods, some 
all, have been placed by members on ‘ 
Ministe want to cut the number ef products on th 
: ed items and to reduce the value of 
ented for by sach goods to 50% o otal, 
egin of preference (MOP), a form of ariff d 
ed to PTA items, will be increased from 25° ^ 
50% and a minimum 2576 MOP will be accorded to ite 


rs also xod boosting the Asean Industrial 
ure (AIJV) scheme which was launched in 1983 
of promoting private-sector cooperation. So far 
af the scheme have been disappointing? one p 
ject becagae operational recently but nine others are sti 
various sieges of Pie prone 


_M$28 million, so it is. ve 


MUL This could account for hi: 












United | Bank (MUB), | Fontributed 


jewel in ‘MUI’ cro 
MUB's spectacular growt 
acquired by MUI has come: 
halt: post-tax profits in 1986 we 

-% up on the previous year and 
bank has been forced to postpone 
to-go fora listing this year becaus 
counting. practices no longer co 
with central bank (Bank Negara; 
guidelines. |." 

Close serutiny of the MUB- 
nual report shows that th 
doned BN's recommende 
suspending interest retro: 
loans that have been non 
for more than 12 months. he se 
cision has been taken at ‘If Po 
Malayan United Finance, and« 
it had to repari a 25% drop 
profit. b | 

Until the middle of last year, i 
mandatory for all banks to fo 
guideline but BN rescinded its orde 
lowing pressure from the Ministry o 
nance. It is now left to the discretioi 
benks’ directors on whether to make re 
troactive acjustments, but those aspir- 
inz to a public listing must follow the. 
guideline. ' 

Had not MUB been given this 
way, it is probable that the bank wou 
have posted sharply lower profits ! 
1986 — a dramatic fall from grace, con- 
sicering it was the second most profita- 



































































































seems likely, therefore, that Khoo sac- 
rificed his public listing. for MUB 
order to protect the profits of the paré 


sion to raise money by inira MUI 
stack instead. | | 














products but the vast majorit hi 























































tain whether the Singapore economy is 
still on target to achieve 4% GDP 
growth for 1987. However, a few key 
sectors have performed well over the 
past few months, which — if mirrored 
the rest of the economy — indicates 
iat the target isa feasible one. — — 
In particular, the tourism sector has 
ebounded. Recently released figures 
xr tourist arrivals in Singapore in April 
how an increase of 17.1% over the 
same month in 1986. This brings the 
erall increase in arrivals for the first 
our months of the year alone to13.3%, 
pared with only 5.3% for the whole 
71986. Such a sharp increase has 
ielped soften the blow of so many de- 
luxe-class hotels opening for business 
during the first few months of this year. 
.. Some measure of the effect on an al- 
‘ready saturated market of these new 
hotels coming on stream can be gained 
from the average occupancy ratio in 
Singapore, which fell in April to 64%, 
„compared to 65% in February, despite 
the overall increase in customers. Room 
‘rates have also been affected, the 
weighted average tariff falling from 
S$101 (US$47.57) per room in April 
1986 to S$91.30 per room 12 months 
later. The combined index of occupancy 
| rates and room rates has also fallen: 
from 74.9 to 68 over the same period. 



















has been reached. 


the maritime sector. A sustained im- 
.provement in the ship-repair market has 
prompted the five main shipyards in 





“| S$29.06m 
| (US$13.7m) 









T siom — 
| (US$475,294) 
(US$61.8m) 






Y 31 Mar. 








B Enti! second-quarter figures are re- - eS 





































ter and ths is ^clieved to have b 
maintainec throaghoa: the second. Last 


Nevertheless, the pick-up in arrivals of- | 
fers hope that the bottom of the market. 





There is also encouraging news from 





















“GROSS SOMESTIC PRODUCT U 
AT 1985 PRICES 


REVIEWTABLE by Andy Tang 


| Singapore and NM alaysia to suspend 


their agreement to reduce their utilisa- 
tion of docking capacity. Until recently, 


the yards hed agrzed to restrict their ope- 


rations to 24 day; i^ each month. 
Although margins in the ship-repair 


industry remain Eght. volume is up. 


There was a 21.€% increase in shipyard 
activities ir Singapore in the first quar- 
een 


year, the sectcr handled 55 million 
deadweigh: tonse: of shipping — an in- 
crease of 1.7% ever 1685. 

As for rade. manufactured exports 
have been the star performer. Electron- 
ics and garmerms did particularly well 


^in April, according to the Trade 
Development Foard — including con- 
- sumer electroric products and com- 


puters. Hewever tbe rise in manufac- 
tured exports nasked a year-on-year 
drop of 19.1% in petroleum-products 
exports fcr the month of April, which 
amounted to $$929 million. Total 
domestic export: were up 13.2% to 
S$3.3 bilLon, wbich combined with a 


RESULTS 


$$267.82m 1 
(US$ 126.0m.- 


|S$1133m | 
 (US$5.6m) | 
| ¥426:82b 
(US$2.9b) 
Y 168 19b 
(US$:.1b) 
¥2 4st 
(USS 6.50) 
NZ$€45.5m: Q 
(US$384.2r:) 
NZ$«26.67t 
(US$253.9rsi 
















16.275 ju | 
export sector to 5$5.1 billion. — e 


Operating profit dipped to ¥9.86b from ¥24.37b previously. | 















ease in re-exports to effect a 
mp in the value of the overall 





Imports álso surged — by just under - 


X 20% to S$5.5 billion. This was attri- 


buted to a higher level of investment in 
capital goods from abroad and a corres- 


ponding increase in demand for raw 


materials from the manufacturing sec-. | 


tor. As a result, total external trade in 


April was up by a substantial 18.1% at. | 


. S$10.6 billion, compared with the same E E 


month last year. However, in constant 
1985 prices, the improvement was only |: 
7%. By the same token, however, in 
real terms the trade deficit was only 
S$194 million, compared with $$447 
million in current prices. "m 
This performance was not main- | 
tained through the following month. | 





Latest available figures for May indicate 


that overall exports (including the j|. 
petroleum sector) declined by 8.7% | 
from the previous month. Compared | 
with May 1986, however, th vile 
lion export figure was still a remarkable — 
improvement of 11%, which was 
achieved despite a continuing slump in 
the petroleum-product sector. Elec- 
tronic components. and computer- 
related products provided the main im- 
petus for the growth in exports. 

The latest survey by the Ministry of 
Trade and Industry has found that on 
current trends, the 4% forecast for real 
growth in GDP will probably be 
achieved. The survey, which was for the 
first quarter of this year, found that 
wage restraint was still a major factor in 
the improving performance of the man- 
ufacturing sector. Productivity had 
grown by 4.4% and the unemployment 
rate had dropped to 4.5% by the end 
of the period under review. | ! 

— Nick Seaward 
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ypped steeply to Y9231b from 


m make final profit of NZ$27.4m. 





h 1986 was a formali ;| 
‘the firm. pur 













By Astley Ford in Vancouver 


fter enduring three years of sub- 
| stantial losses, Hongkong Land 
i has bailed out of the Mandarin Oriental 
| Vancouver, the flagship Mandarin in 
. North America and Land's last remain- 


- ing substantial hotel asset. The decision: 











ell its 63% equity in the 200-room 
y downtown hotel was not unex- 

i; g Land had been seek- 
g a buyer for the property for months 
an effort to elieve itself of losses which 















(US$378,788) a month. 
‘Mandarin Oriental International has 
ost its management of the hotel. 





^ David Gawler, who conducted the sales 
negotiations, was unable to convince 
the buyer, Hongkong-owned Janwest 
. Equities, major shareholder in the site 
.on which the hotel sits, to enter into a 
management contract with Land's re- 
erged hotel associate. 
2: r Tyrie, managing director of 
von Mandarin Oriental, was left to acknowl- 
edge rather tamely 















vowing, MacArthur-like, to return to 
Canada at a later da 














Janwest, a Vancot ver-based private 
company, de to make any disclo- 
sures abou except to appoint 
Delta Hot ate Toronto-based 


anager, -of-the- 


Ming by about C$500, 000 ; 


| ongkong Land chief financial officer | 


that the company. 
was: “disappointed” to be-leaving and: 


| Strategic withdrawal 


| Hongkong Land sells its last hotel — at a big la loss 


partnership group Which held the ré- 
maining stake in the hotel building. 
Land signalled that the end of its Van- 








pany left the ho 


lout of the demerger 
of the Mandarin 


»perations from Hong- 
vision in its 1986 accounts of HK$195 


million (US$25 million) against its 
Canadian investment. 


before the doors opened in mid-1984. 
Ed Has Seu. T with 


AW. 


hoic was m ret cost C$ million, but 
surging inflation pushed final costs over 


protected in. their contributions and 
Land was UE holding the debt. 





Mx of the blame for this no-win 
situation must fall on the previous 


management at Land. Former manag- 


ing director Trevor Bedford led the 
charge into North America with scant 


Asia 
proved to be a gross miscalculation. . 
Land prices in the early 1980s in 


and, instead of waiting, Land rushed in 


couver venture was near when the com- - 


kong Landin June. Land also made pro- 


Land's first North Amefican hotel 
‘venture was financially doomed even. 


C$40 million. The limited partners were | 


regard to the fact that it was a new mar- | 
| ket requiring completely new marketing , 
ideas. The belief that what was good in 
would apply in North America - 


-| knew that Mandarin hotels stoo 
highest quality of hotel accommod: 
¿was also sadly misplaced. Quality 





Vancouver reached ridiculous heights | 





and bought a poorly located site. The, |- 


campaign within North America. 
clients, 
rooms came on stream in 


compounded its problems. - 


year, when Expo ‘86 br ugk 
was forced to keep pou 


was brought in by thi 
jnalasteffort totu 


to stem the financial 


tion. In 1985 we | 


; original cost overrun it 
| last year in a financial : 


payment of an additi 


| Mur — Ori 


| no equity. : 
once the financial 







Land's. M scis that ever 







































not the problem — recognition was 
instead of mounting a major market 


it. attempted to trade on 
Asian reputation. That coupled with 
fact that 2,000 other fi rst-class’ he 





within a year after the hote 


Occupancies barely crept 
in the first couple of year 


visitors to Vancouver, 


General manager M: 


by his own admission i 


*Financially we were 





the tune of C$8 millio 
in another C$5.5 mill 
year we have put in C 


oe ; 


* 


increased its equity posi 


rol. 





'"Mandarin's departui 
couver raises the ques 
night do w 











cisco, in which it has I 
The 
















California, but Lo: 
taken over that role an 
custom that goes with i it. 
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r: Cheung. Kong continued to 


erform | amid unfavourable. 


ours about the group — the com- 
finished the period at HK$12.20 


1$$1.50), down 40 HK cents. Active iH 


buying on second and third liners offset 
me of the market's earlier losses. 
olume was 2b shares, worth HK$6.5b. 


KYO: Trading volume continued at 


low daily level of around 600m shares. 


stitutions stayed on the sidelines as |?99 


‘yen kept falling against the US dol- 


; Smali-lot selling of popular issues | go 
ontinued in most sectors, while lesser- | 


own shares recorded some gains. 


market was themeless, lacking |! 


IST 1 AL A: A bull run on the Sep- |, 


ber share price index futures con- 
cand a correct expectation of poli- 


continuity took sharemarkets 4 
ing through the 11 July elections. | 
i cted that after a | 


me for the period was 741m shares, x 


vorth A$1.67b (US$1.2b). 


ZEALAND: A renewed attempt 


v Fletcher Challenge Ltd (FCL) to. | 


ke over New Zealand Forest 'Pro- 
cts (NZFP) enlivened an already up- 
ird-moving market which finished 
e period at its strongest in more than 


e months. FCL closed at NZ$5.65- a 


J§$3.38) and NZFP at NZ $4.30. Vol- 
€ for the period was 38.53m shares, 
worth NZ$82m. 


NGAPORE: Records were broken as 


reign funds chased blue-chip share 
ices upwards. A small mic -period 
rection failed. to dampen en- 
usiasm and financials and properties 
mtinued to be in demand. DBS put 
40. S cents (19 US cents) to close at 
10 and Singapore Land gained 90 S 
to 5$8.90. Volume averaged 69m 

ares a dav; worth S$174m. ` 


LUMPUR: The market storm- | ¢, 


ah ad to record-breaking levels in 
heavy trading. Share prices finished 
"sharply higher and blue chips were 


especially in demand: Guinness in- | 


creased by 64 M cents (25 US cents) to 


close at M$4.64 while Malayan Bank- 
i yd by 75 M cents to M$9.85.- 
raged 39.8m shares a day, 


120.66 (US$148.89m). 


BOMBAY: The market started- the : 


period weak but soon picked up on the 


back of massive institutional and 


speculative buying. The BSE Index 


gained 32.53 points over the period to - PME 


clase at its highest level in weeks. The 
upswing was led by Tisco, which rose 
Rs 33 (US$2.51) to close at Rs 750. Re- 
liance, Orkay, Bombay Dyeing and 
ACC registered moderate gains. | 


NEW YORK: Trading was lacklustre 
amid general sentiment that the mar- 
ket was overbought and due for a tech- 
nical correction after the heady railies 


of May and June. Volume for the | 
. period amounted to 928.18m shares. 


The Morgan Stanley Capital Interna- 


` tional Index fell by a point to close the 
period (which ended on 10 July) at 459 


points. 


BANGKOK: The market continued to 


| rise on expectations of improved cor- 
- porate earnings for the second quarter. 


Total turnover for the holiday-shorten- 
ed period was 19.99m shares worth 
Baht 2.58b (US$99.44m). Berli Juker 
was the biggest gainer, followed by 
Bank of Asia and Bangkok Rubber. 
Losers included ^ Thai German 
Ceramic, and Jalaprathan Cement. 


SEOUL: The market extended its rally - 


by more than 7% in the period. AB in 


dustries gained, with financials up 17% __ 


and insurance up 10.8%. Kangwon 
Bank gained 30% and Dongshin Paper 
31%. Textile companies, Baik Yang, 


down 5.895, and Taikwang Industries, 


off 9.1%, led the losers. Volume aver- 
d 30.2m shares a day, worth Won 
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GRIFFITH UNIVERSITY, BRISBANE 


CHAIR IN THE. 
School of Modern Asian Studies 


MODERN JAPANESE STUDIES 
^ (Re-advertised position) 


Applications. are invited fora Chair in modern Japanese studies. No speci- 
fic fields of specialization are being sought. 


The School of Modern Asian Studies offers an integrated programme of i 
study of modern Asia through the use of languages, humanities and social - 
sciences. Particular emphasis is given to economics, political science, - 


gramme focusses on China, Japan, Southeast Asia especially indonesia, 

. and Australia-Asia relations, and the Chinese, Indonesian and Japanese | 
' danguages. There are 38 full-time and 15 part-time staff members in the . 
School. The other Chairs are held by Professor David Lim whois the Dean. | 
and an economist working on Southeast Asia, Professor Ho Peng Yoke — 
. (science anc technology, China) and Professor eid Mackerras (history 
and politics, China). 


. The appointee will be a scholar of established réputation and will be: ex- 


$ High competence in both Japanese and English is required. 


The prof ssórial salary is: presently $58, 870 per annum. The University i 
. will assist with the cost of fares and removal expenses and housing. The. 
-"Success*ul applicant will be required to join the oie Scheme" 
for Australian Universities, 


- Applications should be submitted by 14 Sanon 1987 and interested 
. applicants should first write for further information to: 

The Secretary, | 

Senior Selection Committee, 

Griffith University, 

Nathan, Brisbane, 

Queensiand 4111 

Australia. 
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OVERSEAS POSITIONS 
Hundreds of top paying positions avail- 
abie now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for all occupa- | 
tions, skilled trades, professionals, man- f 

. agement, technical personnel etc. 
Free detalis, | 1 
Qverseas Empioyment Services, Dept | 
FE, PO Box 460, Town of Mount Royal, 
Quebec, Canada H3P 307. 
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"The Far Ecstern Economic Reviewi is now publishing a p index which 
details by country and date everything that has appeared in the Review. The 
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research tool, the Review index will save hours of needless searching for in- 
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history, sociology, anthropology, and international relations. The pro- |- 


. pected to provide leadership to the Japanese programme in the School. p 
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hat news on the Rialto? Little 

more nowadays than when Shakes- 
peare's Merchant of Venice inquired in 
vain about the fate of his ships. Nor, ac- 
cording to most of the 3,000 or so news- 
men who descended on Venice in June 
for the annual heads-of-state summit 
meeting. was there much worth having 
on the Isola di San Giorgo Maggiore 
where the leaders met in the Cini Foun- 
dation building to deliver their joint 
declaration. 

The mixture of cynicism and naivety 
thát characterised the reaction of large 
sections of the media towards the sum- 
mit was alarming, coming from represen- 
tatives of the enfranchised masses of 
Western democracy. What did they ex- 
pect? In the summit's 13-year history 
there has probably never been a meet- 
ing more committed to the principles of 
rational economic progress and political 
reality than Venice. Yet phrases like 





non-event and waste of time found their 
way into even the supposedly more-re- 
sponsible organs of the English lan- 
guage press. 

It it is true, as French President Fran- 
cois Mitterrand lamented in Venice, that 
summits are becoming pure theatre, 
designed to satisfy the appetite of the 
media for drama rather than to permit 
lofty debate among world leaders, then 
it séems the performance is still too sub- 
tle for the audience. A gladiatorial con- 

.test among dictators might be more 
entertaining but democracy demands 
something less colourful. 

This in turn provokes the thought 
that the summit meetings cannot really 
be said to be world events until they in- 
clude countries such as China, or indeed 
the Soviet Union — not to mention 
eventually the bigger Latin American 
and Afrigan countries. They are still 
very muh Atlantic affairs (with occa- 
sional hdrking back to Adriatic supre- 
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macy, such as in Venice) rather than 
Pacific affairs. 

Ironically, perhaps, it was Japanese 
officials who showed least enthusiasm 
for this notion when discussing it infor- 
mally with this correspondent. Perhaps 
it is because the Japanese have come to 
enjoy their status of honorary Western 
nation and sole Asian representative at 
the summit. 

Meanwhile, Japan is seeking to lead 
Western culture into the 21st century in 
one rather startling area. Prime Minis- 
ter Yasuhiro Nakasone urged his six col- 
leagues in Venice to embrace the con- 
cept of "Human Frontiers Science" in 
Venice. From all accounts, most of 
them were too busy with more mundane 
issue to take note, and even Japanese 
aides confessed that they found the no- 
tion *too abstract" to explain. It has to 
do with how far genetic engineering can 
and should go — with "bio-ethics." 


Such concepts might have not been sus- 
ceptible to the reasoning of Leonardo. 
But Nietsche would probably have 
understood. 


N ative Venetians had more cause to 
complain about the summit than did 
foreign pressmen, or indeed foreign 
tourists whose travel agents must have 
known months in advance of the inevit- 
able disruption to Venice life. Vene- 
tians had to endure locust-like swarms 
of police and militia helicopters clatter- 
ing overhead night and day in pursuit of 
security for the world's leaders. Won- 
derful buildings like the 15th century 
Ducal Palace in St Mark's square suf- 
fered the double indignity of having 
parts of its delicate statuary shaken off 
by the rotating blades while its ancient 
piled foundations were shaken badly by 
warships of the Italian navy manoeuvr- 
ing into strategic position off St Giorgo 
island. 





Comparing the crumbling antiquity 
of Venice with the challenging (if rather 
sterile) modernity of many Asian cities 
provides vivid illustration to the idea 
that the Mediterranean, and indeed Ad- 
riatic, seas are those of yesterday, the 
Atlantic that of today and the Pacific 
that of tomorrow. However beautiful it 
may be, there is a sense of death in Ven- 
ice. Bv day it is evident in the architec- 
ture of the past: by night it can be sensed 
in the deserted sidestreets around the 
Grand Canal from where former resi- 
dents have taken refuge from the damp 
by moving to the mainland. 

Cities like Hongkong are nowadays 
much more international than Venice 
can ever hope to be again, and even 
Shanghai has a sense of renaissance. 
The robust commercialism of both great 
ports — water cities like the once-great- 
est port in the world, Venice — some- 
how undermines European aspirations 
to former glory. 

Of course it is true that many of the 
ideas put forward in Venice had sur- 
faced before among grey bureaucracies 
such as the OECD, the Gatt, the IMF 
and so on. But anyone familiar with the 
rarefied atmosphere and phoney inter- 
nationalism of such bodies — divorced 
as they are from political reality and re- 
sponsibility — knows that ideas need 
the imprimatur of political authority be- 
fore they can be translated into reality. 
To miss that point is to miss the point of 
summits. 

Another point which many commen- 
tators missed was that the summit pro- 
cess begins way before the actual meet- 
ing gets under way. In fact it began as 
early as last October for Venice, when 
"sherpas" (officials whose job it is to 
guide their leaders to the summit) began 
meetings around the world. So Venice 
was not, as various journals sneered, 
simply pinching the ideas of the OECD, 
the Group of Seven and so on. If any- 
thing it was the other way round. 

One French official nicely made the 
point that the march of time is not to be 
seen from one glance at the clock. Its 
passage is discerned from year to year; 
so it is with summits. The degree of eco- 
nomic cooperation which the seven 
summit nations (the US, Japan, 
Canada, Britain, West Germany, France 
and ltaly) are committed to now 
would have been unthinkable even five 
years ago let alone a decade or so ago 
when summits began. Daily newspaper- 
men can be forgiven for overlooking 
this point in their search for news. 
Leader writers cannot, yet they often 
do. — Anthony Rowley 
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Sanwa’s added reach in Japanese finance 





A wide client base 


The Sanwa Bank, one 
ol Japan's op financial 
institutions, has always 
stressed the importance 


of providing a wide range 


of services without bias 
to a wide spectrum ol 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


e. 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul 
tation, etc. 


Extensive domestic and 
overseas operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele 


Vast resources 
for more specialized 
services 
Forward-looking bank- 
ing made Sanwa what it 
is today: the world’s 6th 
largest bank*, with total 
assets of over US$200 
billion and the highest 
credit rating in inter- 


can do a lot for your business 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker And see what 
Sanwa's added reach in 
Japanese finance can do 
lor your business. 


Sanwa bankers are working for you everywhere. 
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| together of so many varied - 
| under a single ethnic category. | 
Fijians with enough money do send | ; 
.| some to their "homeland," just as many | 

| members of national elites build up nest | E 


| 4 tragedy of Sri Lanka is being paves out 
| every day — the majority o 

| all communities face very 

often ignored, ecofiomic times. This is | 


, Mésiegin. Nen Chanda Ü E 





Offices: Editorial & Circulation — 181-185 Gloucester Road, Hong. | 





l claimed Vietnamese intention. Sec- 


In reply to the letter from Mansoor 


[2 July], easy comparisons between 


| countries and the use of rigid ethnic 
| categories should be avoided. |] 


In the case of Sri Lanka, as is well 
known, one Tamil group can trace its 


| past in the country. back thousands of 


years — in fact, should the Sinhalese be 


| in a similar situation would o be re- 
quired to return to their “homela 
North India? And another group isa di- | 
rect product of colonial plantation eco- q 
| ard to plantation | 
| Tamils — should they be sent back to | t 


nomics. With rega 
southern India, or if they do not like 
something, just leave? This ignores the 
crucial issue of the monetary earnings 
they have produced for the country, and. 
for which they have been in no way com- 


pensated in terms of wa ages. , housing and | 
| health and educational . 


acilities. 
One grows weary with the lumping 





eggs in "developed" countries. 


not primarily due to the war, but to the 


enormous amount of money that has 
flowed into the country and ended up in. 


a minority's hands (where's thestory on. 
the number one Colombo gossip topic 
— rampant corruption?). 


` Sinhalese, Tamil, Fijian, Indian: the | 


use of ethnic propaganda can only delay 
the day when man 





their situations. 
isolationist then? 


vere 
A flimsy argument 


Gary Klintworth’s assessment in Viet- | 
nam is committed to withdrawal from 


Cambodia [THE 5TH COLUMN, 28 May] | 


that Vietnam "plans to defend its secur- 
ity on the Vietnamese-Cambodian bor- 


der rather than attempt to hold the line 


further west on the Thai-Cambodian 
border" lacks a factual basis. By citing 
the costs borne by Vietnam for its ven- 


ture, announcements by Vietnam with | 


regards to Sino-Vietnamese relations, 


and Chinese official confidence that | 


China is wearing out Vietnam, 


Klintworth does less than substantiate | 
his conclusion. Some very important | 


facts undermine this line of argument. _ 
First, the raging battle at Chong Bok 


| since the beginning of this year inside 


Thai territory seems to. contradict this 


nd” in- 


| de. Oita t ike UN 


; Hanoi, And finally, 


ople | 
EIE 


people of | 
hard, and. 


nam. As 


Khmer Rouge's Pol Pot 
the Vietnamese puppet 
‘regime as the nucleus of ar 
` structure.” Moscow then d 3 
; | to expect Hanoi to defend its iecur 

| ^A. W.' | | lia bo 
| not while Mosc € ing its o 

security on the soi Afg hanista 


more people: 
everywhere realise the similarity of | 
Wil you be i 


. Soviet position in favour-of Vietnam i 


| Samrin regime. 


Raheem on ethnic Indian settlers in Fiji | to al How 


























eral Javier Perez de ue s 
proposal for a two-part 
withdrawal was flatly. re 




























Klintworth seems to pin his 
Soviet mediation. Two recent 
ments, however, point elsewhere 
Thai Foreign Minister Siddhi Sav 
trip to Moscow dashed Asean’s h 
have the Soviets put pressure or 
Rodne Tasker rep 
[REVIEW, 11 June], Ovi 
Asean, “want to see at 
tional reconciliation: me: 
coalition in Phnom Pe 
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riotic C NY z [Review 1 u e On 

pem ssible interpretation mentioned 
VIEW writer Nayan Chanda (; 

11 June issue) is the hardening of 


“national patriotic forces” meant those 
who support the Hanoktésked Heng 


Klintworth says 
nam's side and it k 
"gambling" by wi 
Chinese Pormes ha 
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destiny of the Cambodian people. The 
ger the present dominant Vietnam- 
position lasts, the better the chance 
the full staffing and consolidating of 

ons of pro-Vietnamese Cambo- 
ns or Cambodians of Vietnamese . 
to ensure an allegiance to Hanoi. 
- persuading others that the Viet- 
se will withdraw of their own ac- 




























onal effort to pressure Hanoi to 
1e to a solution now, before it is too 
' of the Cambodian people's right. 
self-determination, and the Vietnam- 
people's hope for a less impoverish- 
iture and a more harmonious re- 
lationship with their neighbours. — 
Garden Grove, California Hoang Nghia 




































Nigel Holloway in THE STH COLUMN 
[16 July] claims that Singapore lacks en- | 
- trepreneurship because the government | 
. has intervened heavily in the economy. 
* The Singapore Government has indeed 
setup many state-owned companies, in- 
cluding the Development Bank of 
Singapore, Singapore Airlines, ship- 
yards and defence industries, precisely 
because at the time private entre- 
preneurship was not able to do so. The - 

















have made valuable contributions to 








But. why should their success, under 

iditions of open competition, with no. 
idden subsidies or bureaucratic protec- 
on, stifle other entrepreneurial initia- 
Holloway states that. the Central 
vident Fund (CPF) “remains a mas- 
ve incubus.” If so, how could the 













% a year for two decades? It is because - 





as ex 
peime.. 


companies have been profitable, and | 






Singapore's economie „development. |." E ented ae T 
Philip Bowring in Dogs and Chinese [9 


ingapore economy grow by more than | 


pore by alleging an oppressive political 
. . ., Press Secretary to the . 
Minister for Trade and industry 


While going through your story on the | 


press in the Philippines [ARTS & SOCIE- 


TY, 9 July], I felt bad about the closure | 
of Business Day, the 20-year-old finan- | 


cial newspaper. But I felt worse about 
the newspaper being qualified as Asia's - 
first financial daily which is factually in- 
correct, — 0 0 e 
That distinction should go to India’s 
The Economic Times which is 26 years | 
old (first edition appeared on 6 March 
196D. — S 
Bombay 


Souring s S 
The continuing "saga" of James Fu 
Chiao Sian, press secretary to the Singa- 
pore Prime Minister, is beginning to- 
read like a script from the worst soap 
opera ever written. If it were not for the. 
critical nature of censorship, it would be- 
laughable.  . ^ | 





















M. K. B. Nair 
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1997 so that all 








proposals will be 
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laining every problem in Singa- | date c 
j out in 
= toGan Kim Yong: e 
tothe | 



















hos 
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best way of ensuring a smooth transi- |. | 


tion. — 


"Meanwhile, no one has lost, or will E 
lose any right which he or she previously 
enjoyed. —: 


-May I also take this opportunity to 
point out an inaccuracy in 


five of Bowring's article which suggests - 


that while foreign passport holders of 
Chinese race can automatically have the 
right of abode after seven years, other 
ethnic minorities (Filipino, Indian or 
Portuguese) who are not "partly 
Chinese" cannot, even if they were born 
in Hongkong and had lived here all their 
lives, have the right of abode. 

The fact is all persons, regardless of 
race, who were born in Hongkong be- 
fore 1983 are British Dependent Terri- 


tory Citizens (BDTC) and are thus enti- |. 


tled to right of abode in Hongkong. 





Ethnic minorities born in Hongkong to 
BDTC parents after 1983 also acquire | 
| right of abode by birth. D.G. Jeaffreson 
_| Hongkong | 


| Relief reading 


.| Alan Booth deserves praise for having 


Secretary for Security 


brought to our attention the book Jm- 
ages of Japanese Society by R. Mouer 


.| and Y. Sugimoto [BOOKS, 12 Feb.]. The 


book is a thorough relief from the 
ubiquitous nihonjinron (studies of na- 
tional. character) material for anyone 
who has been involved for many years in 


various aspects of Japanese society. | 
Furthermore, it is a constant joy and - 


satisfaction to read and evaluate the 
contributions of such people as Booth, 


lan Buruma et al. on various books and 


sociological phenomenons that need 


attention. The REVIEW is doing an-out- 
 standingjob.  . | 


Waikoloa, Hawaii Harry H. Schat 
















ys has the last word. 


the editor aiv 
William R. Lik 





aragraph 




















h llow. here: after all, | E 


















S oaring office rents and an acute shortage of space may 
finally turn a Japanese developers’ dream — the 
reclamation of huge areas of Tokyo Bay to provide a new | 1 
business district — into a reality. The development plans, J E 
which are already attracting the interest of Japan’s trading | 















| and d 























D  dals, Indian Prime Minister Gandhi 
| faces widespread dissent in his party. 


9 





lates into a national political issue by 
| ethnic Chinese and Indian leaders. - 


$15-18 | 





- | Taiwan is embarking on a multi-mil- | 


:| Won dollar revamping of its defence 


£ capabilities which will see extensive | jana, 
local design and production of ships, | ans 


tanks, aircraft and missiles. 








Hee . released some political prisoners, but 


: a . the fate of the remaining detainees | 
_ will affect the country’s movement to- | Page 





_ | wards democratic reform. Mea 





while, 


. | the country's leading dissident, Kim | 














Dae Jung will test public opinion be- 
fore oe to run for president. 


0.30 
Papua New Guinea politics as both 


= | and outgoing prime minister Paias 
| Wingti claim victory t in the recent elec- 
tions. 

ade 32 

: Philippine President Aquino consults 
| provincial leaders in Bicol and other 


| regions against a backdrop of politi- | 


cal wrangling as traditional power- 
brokers seek to regain their influence. 





| giants, could secure Tokyo's future as an international | 
| business centre and give a much-needed boost to domes- 
tic economic growth. But as Tokyo bureau chief Charles | "' 
. Smith reports, the maze of competing projects, ministries | 
| velopers will require a miracle of coordination before |. 
the capital's grand design sees the light of day. ! 
- Cover photograph supplied by Tokyo Metropolitan Government. 


"e wal o et recent election set- | 
sks and mounting corruption scan- | 


| cast doubt on the viabili! 
| try’ s biggest di poeot 


A Malaysian university Tm on lan- | Pi e 
guage used in elective courses esca- | Australian electronics group AWA is Ee 


losses totalling US$21 million. which | 


| Moscow. ] ina move to boost its cam- |. 
| paign for Gatt membership, agrees to | — 
. back a UN fund to promote uiia in 

| SOHO markets. l 


| India's share of the world tea mar- 





| The South Korean Government has | 


| lion budget aimed at NC ERN CEA: 
-| public sector and reducing its record | PEGURVITZSIUNS 
| trade deficit. | | 


“Backroom bargaining dominates | Page 69 


| opposition leader Michael Somare | 


| Hongkong Bank's 
minorities in its New York subsidiary 


| prompted by planned deregulation in | g 
the US financial sector. . - 





| Taiwan: petiere gg 
ars Mor Prisoners ofthe past- 


Malaysi | || Foreign relatio 
Malaysia’s decision to amend the ] Da 
privatisation terms of its US$1.3 bil- | f 

lion north-south highway scheme has | " ng: Al talk and no action — 
yofthe coun- | Bangladesh: Socki 
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shaken by the discovery of forex | 


are likely to wipe out this year's fore- | RETE 





amorphous silicon in a bid to trans- d E 
form solar-energy cells into a viable | Jarh 
form of small-scale power generation. | Com 








Shrinking because of stag- | 
production and strong com- | 





aid and loans, üriws u up a USS7T8A mil- [od 
boosting the | 





indonesia’s central bank tightens its | 
control over the domestic money | 
market in an attempt to boost foreign- | 
exchange reserves and stem the out- | 
flow of funds. 


Page 70 


Travellers Tales . 
Books .——— —— SS : 
Economic Monitor: — — o OE 


l Company Results . 


Exchange Rates 
“Stockmarkets 





offer to buy out 
Marine Midland appears to have been . 




























































ormer general manager of a 
gapore-Swedish arms joint 
nture, Allied Ordnance of 
Igapore, was charged on 16 
with DE more than 
2.5 million (USSI.17 mil- 
n) i 


in. bribes while acting on 
half of the Singapore Armed 
rces. Tan Kok Cheng faces 
unts of bribery and cor- 
tion, and several counts of 





$, | 
buyers in international 


The Swedish arms firm of 


Ordnance, is now under in- 
ation in. Sweden for the 


rmediaries for re-export to 
hird countries involved in 
rmed conflict, which is forbid- 


pore. Defence 

rough its investment arm 

Sheng-li Holdings, owns the 
ther 60%. . 

... Tan was also charged with 


-Bofors set up a proposed mis- 
.$ile-manufacturing plant in 
Singapore. No plea was re- 
corded. Tan is on bail of S$1 
tillion. The hearing has been 
set for 27 August. 

p — Suhaini Aznam 


ietnam and the US agreed in 


nid-July to resume the Orderly | 


Departure Programme which 


e legally to the US, dip- 
ats of both countries said, 


ewing of applicants . 18 
nths ago, complaining that 
: shington had interviewed 
thoi 


v agreement, US officials 
again be allowed to inter- 
potential migrants in Ho 
1 Minh City. However, the 
des did not agree on re- 


, -Murray Hiebert 


The 


its Lausanne headquarters in 


mid-July, has made yet another 





of end-user certifi- | 
which indicate the ulti- 


which owns 40% of Al- 


spected selling of arms to | 


n by Swedish law. The Sin- | 
Ministry, - 


having corruptly agreed to ac- | 
cept S$1.8 million to help. 


allows. Vietnamese to emig- | | 2 
| Taiwan Premier Yu Kuo-hwa 


noi had stopped US inter- 
sands of people who re- | 


ained in Vietnam. Under the 


is of Amerasian child- | 


International Olympic | 
Committee (IOC), meeting at 


1 "final offer" to North. Korea, 
'| which is demanding eight of the 


24 sports in the summer games 
to be staged in Seoul in Sep- 
tember 1988. The latest offer 


gives Pyongyang the women's. 


volleyball and the whole of the 
men's 100 km cycling road 
race, which under the IOC's 


June 1986 proposal would have | 


started in the North and 


finished in Seoul, This is in add- 
ition to the events already of- 
fered — the archery and table 
tennis competitions and one 
group of the football tourna- 
ment. 


— Frances Williams 

















leader defeats ct 


ard, easily retained the party 
leadership in a ballot of par- 
| liamentary members after their. 
! 11 July election defeat. Former 
party leader Andrew Peacock, 


who stood against ‘Howard, 
| was 


then elected deputy 


leader. 


Taiwan lifts ban on 
travel to Hongkong 


announced the lifting on 16 
July of an eight-year ban on di- 
rect travel to Hongkong and 
Macau for Taiwan nationals. 


. Yu said the rule was no longer |. 
necessary after the scrapping of 


most foreign-exchange con- 
trols, which had taken effect 
the previous day. Official 
statistics show that 


countries on their itineraries, 


When the ban had been im- 
posed in 1979, the stated 
| reason was to prevent capital 
flight, but most observers be- 


mary aim was to make surrep- 
| titious travel to China more dif- 
| ficult. 








and textiles. i 
. Asiftounderscore the good | 
news, the IMF is closing its 


| sary. 


‘the cuts made last year in em- 

"| ployers’ contributions to the 

L | Central Provident Fund (CPF, 
allen | the national mandatory retire- 

Leader of Australia's opposi- 

tion Liberal Party, John How- - 


year. — A 


some | 
220,000 people went to Hong- | 
kong last year despite the ban,.. 
mostly by including other | 


as permitted under the rules. | 


lieved the government's pri- 






— Cari Goldstein 





South Korea 3 
US$1.037 billion current-ac- 


count surplus in June on the | 
strength of rising exports, in- 


creased tourism and higher re- 
mittances from overseas work- 
ers. The surplus for the first 
half of 1987 was US$4.15 bil- 
lion, rre to the surplus 
for all of 1986. Merchandise ex- 
ports in June rose 38% from 
the year-earlier level to US$4.1 


billion. Exports were led by 


gains in shipments of cars, elec- 
tric and electronic goods, steel 


South Korean office at the end 


has 
convinced the IMF that its of- 






Singapore may restore some of 


ment scheme), Trade and 
Industry Minister Lee 
Hsien Loong has been quoted 
in a trade union journal as say- 
ing. The republic cut com- 
panies’ share to 10% of wages 


(from 25%) as part of a pro-. 
gramme to boost lagging eco- | 
 nomic 
— Hamish McDonald | 


rowth. The journa 
uoted 


‘8% 


rosane E 





be 3-476, against 1 





miscommunication and misun- 
derstanding. roi d 
The da 


| HK 


ted a record. 





fice here is no longer neces- | 
— Mark Clifford 


| holders’ funds. 


| ee as saying that if] 
. GDP continued to show strong. 
| growth, the reduction could be 

restored in stages starting next | 
vear. Singapore officials have 

said GDP growth this year may 
ast 


ed Malaysian quoted 





antes oca 


_on which Paper | 
Products’ shares were relisted, | [ 
| record. -. 





me | pany and former director Nik 
| Othman bin Hussein by Hong- 


kong-based Ka Wah Bank 
alleging fraud — oe 
$11 6 million (US$1.5 mil- 
lion). The writ also names 
former Ka Wah Bank directors 
Low Chung Song, Low Chang 
Hian, Low Chun Seng and Vic- 
tor Tan Khai Chong as defen- 
dants. BE | | 
Meanwhile, another quot- 


ed company, Pahang Invest- | 


ments, has become the subject 
of another winding-up petition 


| from one of its shareholders. 


The petition claims that vari- 
ous directors and ex-directors 
acted in their own interests 
“and/or in the interest of Datuk 
Mohamad  Fathi bin  Haji 
Ahmad," the former chairman 
of Pahang. — Nick Seaward 


A 


of July. The country's strong | bar ‘cashbox fi ee 


| economic performance 


The Sydney and Melbourne 
stock exchanges have banned 


floats on their second boards of 


so-called cashbox companies, 
or those which list without 
identifying a purpose for share- 
Sydney ex- 
change official Richard Cahill 


said this was decided to prevent 


“a serious fall in standards of 
market information and public 
opinion of the second board." 
The main board will be the sole 
avenue for "genuine invest- 
ment companies" capitalised at 
A$5 million (US$3.5 million) 
or more. Other Australian ex- 


»changes have not yet followed 
Suit. — ! 


Foreign investment in Taiwan 
increased sharply in the first 
half of 1987. The Ministry of 


Economic Affairs said ap- 
proved foreign investment 


through June, including that 
from Overseas Chinese, 


| amounted to US$631 million, 


up 157% from the same period 
last year. Japan and the US 


were the major contributors, 


with new projects valued at 
US$175 million and US$174 


| million, respectively, getting 


ministry approval. An invest- 


| ment commission official attri- 
| buted the big increase this year 
| on enhanced foreign and Over- 
| seas Chinese confidence in 


Taiwan's investment climate, 


| especially in light of the recent 
lifting of foreign-exchange con- 
trols and martial law. He pre- 
dicted that total foreign invest- 
ment for the year would exceed | 


US$1 billion, which would be à 
— Carl Goldstein 




















EGU ATING VIGILANTES 


move, Philippine 
Defence 
Secretary Rafael 
Ileto has sent 
President 
Corazon Aquino 
a draft executive 
| order to regulate 
"civilian 
volunteer ^ 
VEDO conn: 









7 communist st vigilantes 1 
"E Aquino he nd Local 








sed “guidelines” to control 
aphazard growth of CVFDOs. 


to's draft for Aquino envisages a 


~ | network of self-defence organisations - 


while stressing that their “leaders, 
key officials and members must bee 
listed" for public scrutiny and. must - 
join“ “ona apu ely olun: ee 







Vietnamese authorities a are 
; continuing toinvestigate the - 
| activities of several t d. 
Catholics belonging to the Dong . 
Kong congregation in Thu Ducon the | 
outskirts of Ho Chi Minh City after 
more than 60 members were arrested - 
in late pru for "ce anti- MC 


Dhaka University was kae following : 
clashes on campus which left one student 


dead and a dozen injured. About 100 stu- 


- | dents, some firing machine guns, had at- - 


tacked rival students in a Sarnia it was 
xn (16 "uno | 





ud : Governor Sir David Wilson left for Lon- - 
^| don to meet senior British officials and dis- . 


cuss the sensitive issue of To reform for 


e | the territory (18 July). ` 


INDIA 

Government troops 
the Amritsar's Golden Temple complex, ar- 
resting 35 Sikhs. Prime Minister Rajiv Gan- 
dhi expelled his former finance and defence 
minister, V. P. Singh, from the ruling Con- 
| gress party (20 July). Health services in New 
| Delhi and other Indian cities ground to a halt 
^ | as thousands of government doctors went on 

4 "à for higher pay and. better r benefits (21 

x 





z A joint agreement between Tokyo and 
| Washington was scheduled to be sign- 
| ed, allowing Japanese com mpanies to take 

part in the US “Star Wars" reseatch, pre = 


In an unpublicised 









| success of a Burmese Government — 

| programme to eradicate opium crops 
in the country's remote northeastern - 
j tepen in aerial Pans of i 


‘aes buildings at 


communist activities. Hanoi officials 


claim the group published anti- 
government literature, ran 


anti-communist classes and kept guns 


in tunnels under their houses 


Catholic leaders in Ho Chi Minh City 


deny that the congregation was 
involved in political activities. They 
say the group is ultra-conservative, 
having fled the north at partition in 
1954, and acts like an "underground 
church" because its leaders do not 


| believe Catholics can live openly i ina 


communist society. 


ABUL BOMBERS 


Some of the recent terrorist 





bombings and sabotage in Pakistan 


have been mounted by Kabul agents. 


acting without Soviet authorisation in | 


an effort to scuttle Soviet efforts to 
withdraw from their eight-year-long 
occupation, The Soviet-installed 





us about soviet intentions, - 










| ton' s public acclaim for the 


MALAYSIA 


Mohamad announced his scheduled trip to 
Britain where he hoped to improve relations 
with his country’s former coloniser (78 July). 


NORTH KOREA 


As its “last proposal," the i'aechiionil | 


Olympic Committee offered North Korea 


five sports in an effort to solve the problem of - 


Pyon ngyang s demand to co-host the games 
with Seoul (/6 July). 


PAKISTAN 
President Zia-ul Hag blamed Afghan 


agents for the recent Karachi bombings — 
the worst incidents of terrorism in the coun- - 


try's 40- "year history (16 Au 


II LIPPINES 
Possible links between opp 


cians and a plot to topple the Aquino govern- 


ment were being looked into by military in- 


vestigators, it was reported (15 July). The 
government filed a US$22.5 billion suit 
against former president Ferdinand Marcos 
and his family for damages suffered by 
Filipinos i from the family’ s alleged 


| oo Pi hse 





. supplied by the US to spray a 


recently described the Burmes 


| drug analysts based in Thailand 


head of the Afghanistan Government | 
| in Kabul, Najibullah, is believedto . | have made another attempt to form 
is engaging in actions that would _ 
`» | frustrate a Soviet-Pakistan: agreement | 
a which would Fere a Soviet DES j 

Ae poe | about two months ago, is far from 
HER | exhilerated at recent events. While 


| next course > of action, they are 





gramme, US officials announced (2/ July). 


| new cabinet to speed 
Prime Minister Datuk Seri Mahathir. . 


sition politi- ` 








herbicides i is is disputed b anti. 7 
narcotics experts. For the past tw 
opium-growing seasons, Rangoo 
has been using five fixed-wing aircr 



















herbicide known as 2,4-D on illic. 
opium poppy fields as part of itse 
to eliminate heroin supplies fro 
Golden Triangle area. Ann. 
Wrobleski, the US assistant sec 
of state for international narcoti 






















as successful. But Thai and foreig 
















believe that the elimination of 
fields in this way merely drives op 
farmers t to o other areas. | 


















With most ‘hardline radical] le ad 
remaining underground despi 
political changes that have occ 
in South Korea over the past few 
weeks, students at Seoul univers 


an inter-campus organisation to car 
on the struggle for democratisation 
Sodaeh: Op. or the Association of 
Seoul Universities, which was for 





reer 








‘anti-American and even - 
pir 


























"President. Chun | Doo Hwan orde x 


(16 July). The opposition. demanded th 
signation of. the. four-day-old. c 
favour of a neutral administratior 
fair elections. Further demand : 


UM ( 7 July). X: ) 


Kim Dae Jung Tetracted a an b) r de - 


. Security forces killed six Tami 
part of a rebel effort to move 


supplies into the Jaffna peninsula ( 
In a major new proposal to Tamil s 
President Junius Jayewardene of! 
grant autonomy to the Northern and Ez 
provinces under one COUR (20 July). 


TAIWAN | | 
The government was considering alow : 
"Taiwanese to meet theif. relatives. in. 
ci tina, and might even assist in. «such | 
unions, it was Taponen apie D 


| Hanoi agreed. to resume 
parture programme for res 
namese retogeet inthe US 
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Dissent and corruption haunt Gandhi’s regime 


Into a mid-term crisis 


By Salamat Ali in New Delhi 


Fi alf-way through his five-year term, 
Prime Minister Rajiv Gandhi is 
fighting off the strongest threat to his 
leadership. With dissent surfacing in his 
ruling Congress party both at the centre 
and in some of the key states of India's 
Hindi-speaking heartland, he is faced 
with a deepening crisis. 

For nearly two years after his 
triumph at the general election in De- 
cember 1984, Gandhi ruled through a 
group of young and politically inexperi- 
enced technocrats and ignored with im- 

unity the power brokers and stalwarts 
in the party. The same old guard have 
now become the most sought after peo- 
ple by Gandhi. But unlike his mother 
and predecessor — who could exploit 
the differences among the entrenched 
party leaders to her own advantage — 
Gandhi is discovering that he has ig- 


nored them too long and at his own |l 


ril. 

Gandhi's rule has been clouded by à 
host of domestic and international prob- 
lems, many of which he inherited and 
some he bungled. Added to these prob- 
lems was his style of functioning, which 
has exacerbated the latent dissent in the 
party. Since the beginning of this year, 
several of Gandhi's colleagues in gov- 
ernment have resigned on some pretext 
or other. 

In recent weeks, as dissent assumed 
the propo oe of a mini-revolt in the 

arty, the 
ormer ministers. — who were also 
wer brokers in the Hindi heartland — 
rom the ruling party itself. The most 
notable among those ousted from the 
Congress was V. P. Singh, the former fi- 
nance and defence minister, who has 
enjoyed a reputation — rare in recent 
Indian politics — of being an honest and 
effective political leader and cabinet 
minister. 

Politics started turning sour for Gan- 
dhi with the defeat of his party in the 
Kerala and West Bengal state polls in 
late March. V. P. Singh, free of cabinet 
responsibilities, began embarrassing the 
government with his public speeches on 
corruption in high places. As the uproar 
over kickback scandals mounted, the 

rime minister suffered a more serious 
low in June when the Congress was 
routed in tht Haryana state elections. 

Meanwhile, the Congress was also 
poc with finding a successor to 

resident Zail Singh at the 14 July presi- 
dential election. The continuing differ- 
ences between the president and the 
prime minister had been aired in the 


prime minister ousted some |. 


press and almost precipitated a constitu- 
tional crisis earlier this year. Gandhi's 
roblems were compounded in June as 
il Singh received at least three peti- 
tions seeking statutory permission to 
prosecute the prime minister on charges 
of corruption, which the press kept pur- 
suing relentlessly. 
In the event, Zail Singh did not seek 
a second term and the Congress 
nominee, Vice-President R. Ven- 
kataraman, won the presidential V ies 
handsomely. This was due to the Con- 
gress whip ensuring its party legislators 
voted for the nominee, and the disarray 
in the opposition ranks. So on 16 July, 


Gandhi feeds cake to Venkataraman at victory ce 


when the results of the presidential con- 
test were announced, Gandhi savoured 
his first political victory in a long time. 
But the jubilation was marred some- 
what, because on the previous day, 
Tourism Minister Mufti Mohammed 
Sayeed had resigned protesting the gov- 
ernment's failure to stamp out com- 
munal riots which have become increas- 
ingly bloody in recent months. 

But the victory in the presidential 
elections emboldened Gandhi to expel 
on 16 July three former ministers- 
turned-dissidents from the party: Arun 
Nehru, V. C. Shukla, and Arif Moham- 
med Khan. The three expelled Con- 
pu are from Uttar Pradesh — the 
argest Indian state with a population of 
more than 100 million and 86 seats in the 
parliament's lower house. 

The three, together with V. P. Singh 
— also from Uttar Pradesh — had 
launched a mass campaign against cor- 


ruption and communalism and wefe at- 
tracting huge and responsive crowds in 
their state. They also mustered support 
from more than 100 dissident state legis- 
lators and many MPs. After his resigna- 
tion, Sayeed refused to join the dissi- 
dent foursome, but made clear his deci- 
sion to plough his lone furrow. 
Announcing their expulsion Gandhi 
accused them of anti-party activities but 
left V. P. Singh untouched initially, 
though the former finance minister had 
been far more scathing in his criticism 
than all the others combined. He had 
written a widely talked of letter to Gan- 
dhi in mid-July, demanding official ac- 





tion on issues such as the flight of 
capital from India, illegal Indian ac- 
counts in Swiss banks, corruption in de- 
fence purchases and other economic of- 
fences. 


Ax» over the expulsion of his asso- 
ciates, V. P. Singh wrote to Gandhi 
offering to leave the Congress and also 
the parliament. Gandhi declined the 
offer and, replied to the letter that he 
had ordered an enquiry into the Swiss 
investments of Ajitabh Bachchan, the 
businessman brother of  film-star- 
turned-politician, Amitabh Bachchan, 
who had resigned his seat in the parlia- 
ment a day earlier on Gandhi's advice. 
Congress officials told reporters on 
18 July that while the three had indulged 
in anti-party activities, V. P. Singh had 
not. But only 24 hours later, on 19 July, 
Gandhi announced the expulsion of 
V. P. Singh, too, inviting a quip from the 
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latter: "The only anti-party activity I 
have indulged in in the last 24 hours is to 
write to him Gandhi] a letter about 
Ajitabh Bachchan’s Swiss money.” 

It is believed that Gandhi has been 


etoo late in axing Amitabh Bachchan and 


[= 


could have achieved much better results 
had he done so some months ago. The 
former film star is among the group of 
pus men around Gandhi who have 
en calling the shots from behind the 
scenes and are now accused of involve- 
ment in various scandals including the 
urchase of Bofors artillery guns from 
weden, which is the centre-piece of the 
anti-corruption campaign of the Con- 
gress dissidents. 

Yet another resignation came in 
quick succession, as Arun Singh, the 
minister of defence production opted 
out. Arun Singh was highly regarded for 
competence by bureaucrats as well as 
the military top brass. The Bombay 
daily, Indian Post, reported that Arun 
Singh resigned because of the govern- 
ment's decision to request Stockholm 
not to make public the names of middle- 
men in the Bofors deal. 

The Swedes are said to have in- 
formed New Delhi earlier that because 
of rising pressure in Sweden itself, it 
might become necessary to publish the 
names of all middlemen who received 
commissions in various arms deals 
around the world, including India and 
Singapore. There have been allegations 
that Singaporean intermediaries vio- 
lated Swedish laws in re-exporting Swe- 
dish arms to other countries. 

The /ndian Express newspaper add- 
ed that as the minister in charge of de- 
fence production, Arun Singh, had ac- 
cepted the Swedish offer to send a dele- 

ation to India to give any details that 
ndia might want on the arms purchase. 
Returning from Moscow earlier this 
month, Gandhi had reversed the deci- 
sion and the Swedes were told that India 
did not want the delegation to come. 

Arun Singh asserted that his resigna- 
tion was for personal reasons unrelated 
to his ministerial responsibilities and 
added that he would not join the dissi- 
dents, but would support Gandhi from 
outside the government. Arun Singh's 
resignation might have something to do 
with Gandhi's move to get rid of some of 
his erstwhile close associates. Congress 
sources told the REVIEW that the resig- 
nations of at least six othér ministers 
were already with the prime minister to 
enable him to give a new look to the 
cabinet. 

In the sphere of policies, Gandhi is 
said to be working on a series of populist 
economic measures. A 12-point pro- 
gramme given to him by some leftwin 
economists has suggested a break wit 
current policies, which are claimed to be 
favouring "affluent and middle-class 
consumerism.” The programme in- 
cludes the nationalisation of the jute 
and cotton industries and the with- 
drawal of a tough anti-labour bill pend- 
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me parliament. But these attempts to 
refurbish the government's image have 
been characterised by some as too little 
and too late. 

At the state level, there is a strong 
threat to Congress unity in Uttar 
Pradesh, Bihar, Orissa, and Maha- 
rashtra. Dissident groups in. these 
four states are demanding that the chief 
ministers, who are Gandhi's nominees, 
be replaced with men acceptable to 
them. The pressure has intensified be- 
cause of Gandhi's obvious weakness 
now. 

Former Maharashtra chief minister 
and currently the Rajasthan governor, 
Vasantdada Patil, met Gandhi on 14 
July and told him that he could muster 
150 or 160 dissident Maharashtra Con- 
gress legislators demanding the ouster 
of chief minister S. B. Chavan. Patil 
wanted his nominee, Sharad Pawar, to 
replace Chavan. Patil did not accept 
New Delhi's idea of bringing Pawar into 
the central cabinet. Instead, he gave an 
ultimatum that the change he wanted 
must occur by 28 July. Gone are the 
days when Gandhi would have shown 
Patil the door. 


he opposition Janata Party has de- 
cided to launch a mass movement to 

ress for Gandhi's resignation. West 

engals communist chief minister, 
Jyoti Basu, has called for a joint opposi- 
tion programme to exploit the current 
crisis in the Congress party. He has also 
proposed that all non-Congress state 
cde sc must unite now to press 

ew Delhi to accept their demands for 
decentralisation. 

The Congress dissidents have de- 
cided to work on a two-pronged stra- 
tegy: build up pressure from within and 
let V. P. Singh mobilise mass Mond 
from outside to force Gandhi out of the 
oo Bie ge All the dissidents are pro- 
essing loyalty to the party and its 
leadership but are demanding intra- 
party democracy. They seem to be con- 
fident of further boosting their strength 
after Gandhi makes the inevitable 
changes in his cabinet, and the Con- 
gress-ruled state governments as well as 
important party positions. Gandhi is 
also being advised to give up the presi- 
dency of the party. 

However, despite all his woes, Gan- 
dhi and the ruling party are not yet 
down and out. There is still no credible 
alternative to the Congress, for there is 
very little in common between Congress 
dissidents and the opposition parties. 
Similarly, within the Congress there 
does not seem to be any leader in sight 
to inspire all-round confidence. V. P. 
Singh has a clean image but is not yet the 
leader acceptable to all, though most 
congressmen are desisting from criticis- 
ing his implicit attack on Gandhi. One 
medium-term possibility is a split in the 
Congress, a much weakened Gandhi 
" a steady erosion of his authority to 
rule. 





causes a stir 


to the 
sia's 32% ethnic 
dians. 


began in earnest on the crest of renewed 


struction in government schools even 
after independence in 1957, was phased 
out and replaced with Malay — for poli- 
tical purposes called Bahasa Malaysia, 
or the Malaysian language. By 1983, the 
first batch of students taught entirely jn 
Bahasa Malaysia from primary school, 
entered universi 


of a handful of constitutionally pro- 
tected subjects, the quéstioning of 
which is punishable under the Sedition 


Act — is well-entrenched and on its way 
to fuller implementation. 


Malaya senate endorsed a new arts 
faculty ruling for first-year students, 





MALAYSIA 


Of races ahd 
tongues 


University ruling on language 









By Suhaini Aznam in Kuala Lumpur 


E ace has always been a minefield for 
potential misunderstanding. But 
over the past few years, Malaysians have 
seemingly become more wilfully 
to misunderstand than in the past. 
trend was underscored when an appa- 
rently innocuous university ruling on 
language turned into a full-scale tug-of- 
war between mother-tongue education 
and national-language policy. 

The crux of the debate addressed 
anew the issue of conformity to a Malay- 
sia based on things Malay — sometimes 
too vehemently insisted upon by Malay- 
sia's 48% Malays, and at times opposed, 



















int of exaggeration, by Malay- 
Chinese and 8.5% In- 





Malaysia's national-language policy 





Malay nationalism following the 1969 
race riots. English, the medium of in- 












The national-lahguage policy — one 







On 25 June, the University of 










that electives in the English, Chinese 
and Indian studies departments be 
taken in Babasa Malaysia. Previously, 
students could choose to take electives 
in these departments either in the lan- 
guage of origin — English, Mandarin, 
or Tamil — or in Bahasa Malaysia. 

The arts faculty had based its deci- 
sion on a majoritv vote — after a long, 
emotional debate along racial lines, said 
sources. Later, those lecturers who 
were on leave were bitterly blamed for 
their absence. 

Nevertheless, the issue seemed in- 
nocuous enough because it only af- 
fected electives — optional subjects 
taken in addition to the core courses 
leading to one's major area of special- 
isation. 

But to the Chinese and Indian com- 
munities, according to their political 
representatives, the question was not 
one of choice of subjects but one of sur- 
vival of the Chinese and Indian lan- 
guages and cultures in Malaysia. Events 
took a more dramatic turn when the 
head of the Chinese studies department 
and the acting head of Indian 
studies resigned from their 
posts over the issue. 

An academic decision be- 
came an issue of communal 
pride. Politicians of Chinese 
and Indian origin vied to outdo 
each other in championing the 
cause of their constituents. 
The new ruling would spell 
"the natural death" of the In- 
dian studies department, Ma- 
laysian Indian Congress presi- 
dent Datuk Samy Vellu was 
quoted as saying. 


a es opposition Democratic 
Action Party — multiracial 


in philosophy and predomi- 
nantly Chinese in composition 
— threatened to set up a picket 
outside the vice-chancellor's 
Office. The real issue is not 
one of students' electives but 
"the process of erosion and 
encroachment on Chinese lan- 
guage," said a Malaysian Chinese As- 
sociation MP privately. 

More rationally, others argued that 
the ruling struck at the very heart of a 
constitutional guarantee that "no per- 
son shall be prohibited or prevented 
from using. teaching or learning, any 
other language," apart from Bahasa 
Malaysia. Their concern looks beyond 
the isolated case of university electives 
to what they see as the diminishing 
Chinese and india contributions to the 
Malaysian pot pourri. 

In the face of such reactions, some 
real qualifiérs tempering the new ruling 
evaporated as eden assurances. 
The most important qualifier is that stu- 
dents majoring in English, Chinese and 
Indian studies will continue to take their 
courses in English, Mandarin and 
Tamil, respectively. Second and third 


10 


year students will continue to have a 
choice of medium of instruction. And 
the basic language courses, of which the 
University of Malaya offers 14, will con- 
tinue to be taught in the original lan- 
guages. The elective courses affected by 
the new ruling are basically the litera- 
ture, culture and civilisation courses. 

Thus the new ruling has been exag- 
gerated as an issue, argued Univer- 
sity of Malaya vice-chancellor Prof. 
Ungku Aziz, defending the university 
senate decision. The ruling is intended 
to open up electives in these depart- 
ments to as wide a student body as possi- 
ble, he said. The removal of the lan- 
guage barrier would enable students 
who do not speak Mandarin to study 
Chinese literature and those without 
any knowledge of Tamil to study Indian 
civilisation. 

Linguistic purists and proponents of 
academic excellence counter that the 
best way to study a literature is in its lan- 
guage of origin, especially when the 
teaching staff and texts are already 
svailebie’ 


If other departments have 





minimum entry requirements, why 
should not the departments of English, 


Chinese and Indian studies also have 
such requirements? they ask. More per- 
tinently perhaps, the University of 
Malaya is the only local university which 
has departments of Chinese and Indian 
studies, whose capacity should be 
utilised fully to teach the subjects in- 
depth, the critics feel. 

And the language ruling is particu- 
larly ironic in the case of the English de- 
partment, given the government's cur- 
rent drive to improve the standard of 
English education. 

“Shakespeare should really be read 
in English,” conceded Aziz. But since 
the rationale for electives is to give stu- 
dents a basic grounding in an area out- 
side their academic specialisations, they 
do not pretend to be anything more than 


introductory courses. Electives are de- 
signed to students a well-rounded 

education, not make them specialists. 

Students who are sufficiently interested 

in Chinese literature to want to study it 

in depth, in Mandarin, should take it up, 
as a double-major, he said. 

To this, the university’s detractors 
reply that given the lack of a market for 
Chinese and Indian specialists — save in 
the relatively low-paying teaching pro- 
fession — students would be dissuaded 
from majoring in these departments 
simply on economic grounds. 


Fanning the debate, politicians of 
various stripes urged the Ministry of 
Education to intervene, colliding head- 
on with the philosophy of academic in- 
dependence. With rare exception, 
academics chaffing under restrictions 
imposed by the University and Univer- 
sity Colleges (Amendment) Act, 1975, 
oppose political interference in univer- 
sity matters. 

The act, among other clauses, for- 
bade students’ organisations from par- 
semana ticipating in political activities, 
gave greater discretionary 
powers to vice-chancellors, 
who are appointed by the king, 
at recommendation of the 
education minister. 

Education Minister Anwar 
Ibrahim is a known champion 
of the Bahasa Malaysia cause. 
For the time being, he has up- 
held the university decision — 
the cabinet discussed the issue 
at its weekly meetingon 15July 
but deferred making a further 
move. 

The whole ruckus could 
have been avoided if there 
had been more of a spirit of 

ive and take, a universit 
ecturer commented. Indivi- 
dual departments could have 
just quietly put out a list of 
recommended electives, leav- 
ing out those not taught in 
"NA Malaysia, he suggest- 


But viewed as a start of a trend, the 
hardline approach of the Chinese and 
Indian community leaders reflects 
what is happening in the country at 
large, he added. He said: "The point is 
that over the past year or two, there has 
been a lack of the meshuarah spirit" — 
reaching consensus through com- 
promise. 

He, and many others, see it as a 
problem of attitude. A growing number 
of young people, both in university and 
in politics, seem bent on undoing the 
spirit of ve and take which prevailed 
among Malaysia’s founding fathers — 
of all races — at the time of independence. 
Today, it looks like "total confronta- 
tion," he said, adding that today's 
young leaders and citizens, not familiar 
with the kind of compromise it takes to 
build a nation, take peace for granted. Kl 
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If you need expert advice 
on a Degas sculpture or any 
work of the Impressionist 
and Modern schools, 

some of the best authorities 
on the subject are Michel 
Strauss, London and David 
Nash, New York — both from 
Sotheby's. 
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About investments and other things. 


When you need counselling 
on international money 
matters, UBS investment 
advisers are the experts. 
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As the airline with the world's most modern fleet, we are eagerly following the development of this experimental hypersonic passenger aircraft, 
which could be operating by the turn of the century. Travelling at twenty five times the speed of sound, it would enable us to fly you from, say, 





THE AIRCRAFT OF THE FUTURE 
COULD WELL FLY AT MACH 25 ON LIQUID HYDROGEN. 


AND DOM PERIGNON. 


London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour. The aircraft engines will run on liquid hydrogen 
while our inflight service, as always, will run on Dom Perignon. We'll simply have to pour a little bit faster. SINGAPORE AIRLINES 
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We create financíal futures. 
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| New arms for old 


Taiwan's billion-dollar defence programme 


| By Robert Karniol in Taipei 
qun is undertaking a major local 
. W revamp of its defence capabilities for 
: the 1990s with four key projects worth 
several billion US dollars now under way. 
These projects include a fleet of fri- 
gates to replace ageing destroyers, ad- 
vanced fighter aircraft to replace out- 
dated models, a modernised force of 
main battle tanks and a range of mis- 
| siles. All will be produced locally with 
|. technological assistance from the US, 


according to expert observer and de- 


` fence industry sources in Taipei and 
elsewhere. 

Washington has agreed to restrict its 

arms sales to Taipei in line with its im- 

` proved relations with Peking, but takes 


the position that the transfer of military - 


technology falls outside these formal 
constraints. | 
| The factors which have led to 
| Taiwan's decision to revamp its own 
'| arms include its near-obsolete arsenal 
- and the continued sense of siege on the 
| island, plus the nationalists’ political 
| isolation, which makes the purchase of 
E sophisticated military hardware over- 
.| seas increasingly difficult. On top of 
. | these, the regime can more than afford 
.] the move — with foreign-exchange re- 
| serves topping US$60 billion, among 

| the highest in the world. 
i^ The four projects are essentially de- 
. fensive rather than offensive in nature, 
.| though the distinction is a fine one. The 
| overall strategic aim is to allow Taiwan's 
j armed forces the means to fulfil their tri- 
_ ple-pronged objective: control of their 
- territorial airspace and approach 
routes, control of the Taiwan Strait plus 
its sea lanes i in the event of a blockade, 
and the ability to repulse an amphibious 

| assault. - 








There are few signs that current po- 
licy in Peking aims at recovering Taiwan 
by force, though this ultimate option is 
still retained. But while every indication 
suggests an easing of tension between 
China and Taiwan, the leadership ir 
Taipei strongly advocates the isis s for 
a potent military as a deterrent to at- 
tack. 

The most recent developments con- 
cern the long-neglected navy. Unoffi- 
cial sources in Taipei disclosed that 
Taiwan plans to replace its outdated 


fleet of 24 destroyers with roughly a 


dozen new vessels based on the US 
Navy FFG Oliver Hazard Perry class of 
guided missile frigate. 

Taiwan is believed to have submitted 


.a request for US Government approval 
of the project about 18 months ago after 
| considering several alternatives. This is 


understood to have been granted re- 


 cently by a joint Department of De- 


fence and State Department review 
board. The decision has not yet been an- 
nounced, and neither have contracts 
been signed. 

Both Taiwan's Ministry of National 


Defence and the US State Department 


refused to. comment when approached 


| by the REVIEW. 


The shipsare thought to be budgeted 
at upwards of US$300 million each, 
which would mean a combined cost in 
excess of US$3.6 billion. Deliveries 
would probably be spread over 10 years, 





‘Home-made missiles: page 16 
Using the loophole: page 17. 
Taiwan's warheads: page 18 - 





| more complex exercise t 


| places 2,750 tonnes, and its m 
| anti-submarine warfare. Taiw: 
| posed frigates must have anti 
| an anti-submarine function, w 
| original may be needed. This 


| delays, particularly i in, view 
| yard's expe eee | 


| tack on the USS Stark, an FI G 


vessel, exposes any design. flaws. 


| Corp. of Seattle or Bath Iron Works. 


| tract. Both firms have already held r 


completion in two or three years at an 


| gramme has two purposes: 
for the new ships to be built : 


_by-step approach — 


| service totalling 57 ships, the 
| ing from 1979. A further five ar 


.j and their anti-ship 
why Taiwan can re 






China Shipbuilding Corp hipya 
Kaohsiung, which has lost some US$ 
million since starting operations | 
and currently suffers from a 
about US$500 million. — 
China Shipbuilding has: 
perience in building and repairir 
mercial vessels — it boasts a 
tonne drydock — but the yar 
construct a warship larger tha 
nes. This will, therefore, pr 






































company has previously asst 
The US Navy FFG class 





























and anti-ship capabilities a 


investigation of the | recent orant Med i 





e US will provide technological 2 
porta with design and construc- 
tion, and either Todd Pacific Shipyar 


Bath, Maine, is likely to win the coi 


liminary talks with Taiwan. ~ $i 
The navy has also been iGdérá 

the destroyers the FFG class vessel 

replace under a programme du 





undisclosed cost. These old t 
ships date from World War II, and: 
of the design is a decade older. Tai 
current fleet of 10 frigates is equally out. 
dated, and neither type of vessel can las 
much longer. 

The destroyer modernis si on. 
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US-buil 



























political dimension . By rs 





weapon systems fitted on ol 
then having the latter su 
new hulls with many of the 
weapon systems, Taiwan hop 
fuse criticism from Peking. 
Equally significant is a 
gramme aimed at introducing 
equipped fast attack craft to the nz 
There are three types of this vessel in 
) des tda 











to be under constrüction a 
more are believed plan 
these vessels. are also 









































































Little is known of the new / weapon 
stems. ‘Taiwan hopes to install.on its 


* 


€ is one likelihood. So too is a new 


om West Germany. Electronic. war- 
re equipment is also believed to bea 
quirement. 

. The air force is, meanwhile, concen- 
ating its resources on developing a 
upersonic lightweight air defence 
ighter, provisionally called the Indi- 
genous Defensive Fighter (IDF), to re- 


104G and 300-plus Northrop FSE/F 
rcraft. Both models currently in use 
resent 20-year-old technology, and 
aiwan has been unable to buy a mod- 
n alternative, such as the Northrop 
20A Tigershark, because of the politi- 
il constraints. 

The government — announced the 
nch of its IDF programme in 1982 
h the allocation of US$150 million to 
evelop the required engine. In late 
985. it further stated that the aircraft's 


€ — M 


Paiwan is developing advanced ver- 
M sions of several locally produced 
missiles only recently introduced into 
service. The goal is to upgrade the coun- 
trys current arsenal and at the same 


these weapons. More immediately, 
perhaps; the government aims to intro- 
duce an air defence network by the mid- 
1990s. 

"The air defence network will be 
< based on atleast two types of surface-to- 
Air missile (SAM) — improved versions 
of the Sky Bow-1 and the Sky Bow-2. 
The original Sky Bow was first test fired 
in March 1986. 


an integrated civilian and military air 


dated equipment now in use. 
. The US-based Lockheed group has a 
contract worth about US$40 million to 


quired computer software locally, but 
the system should nevertheless be 
operating within two years. — 

Taiwan's military air control system, 
. the Hughes Air Defence Ground Envi- 
 ronment System, was built by the US- 


ing about 1978. Unofficial sources in 
Taipei say the government has ap- 
proved in principle a Hughes proposal 
to update the equipment, though a con- 


|  tioning by 19920r 1993... .. 
Supplemente i the proposed a air de- 





rigates. A longer-range anti-ship mis-. |- 
flight in 1989, with production models 
anti-submarine sonar system, perhaps 


ace its stock of 80-plus Lockheed 


lome-made missiles 


Local development aims at self-sufficiency 


time become largely self-sufficient in 


Also planned as part of this project is. 


traffic control system to replace the out- 


stall a civilian Automated Air Traffic | 
Control System. The project is ex- | | 
periencing delays in developing the re- |? 


based Hughes group and began operat- 


tract has yet to be signed. If accurate, a. 
new integrated system could be func- i 





. | research and production budget is ussi Technologi Dd 
provided by. three US companies, 


billion, but some sources suggest the 


real cost may be nearer US$3 billion. A | 
prototype is- expected to make its first |- i 
"from overseas. This is cheaper than 


due in the early 1990s. 
O; Taipei source said that 100-150 
aircraft will eventually be buit, 


FSE/Fs. Another puts the figure at 175- 
200. Per unit cost should be “much 


higher" than the US$26 million South | 


Korea is paying for each of its General 
Dynamics F1 fighters. ig 


The IDF project is run by the Aero 


Industry Development Centre in the 
central city of Taichung, a subsidiary of 
the government's Chung Shan Institute 
of Science and Technology. Design and 

roduction facilities are at Factory One 
in Taichung, and electronics and instru- 
ments facilities are at Factory Three. 
Engine production will be done at Fac- 


tory Two in the Kang Shan suburb of 







" Kaohsiung. 








fence net will be new air-to-air missiles 
(AAM), of the Sky Sword-1 and Sky 
Sword-2 types, and a new anti-ship mis- 
sile of the Hsiung Feng-2 type, most 
probably in shipborne and coastal 
defence versions. Taiwan's original 
Hsiung Feng anti-ship missile was intro- 
duced a few years ago, but has only a 
short range. 

This spurt of missile development is 
among several projects currently under 


way at the Chung Shan Institute of 


Science and Technology (CSIST), the 
government's main. defence-oriented 


research and development fut No 
budget figures are eles: 


























M ment. 






aiwan has set up its own pro- 


though 
ient. office to buy components 






leaving procurement to the US firms but 
may cause delays. 
General Dynamics Corp. is helpin, 


| with the airframe at a cost of US$40-5 
with the F104G fighters due to. be | 


million. It has supplied the technical . | 
phased out initially and then the 


| specifications and drawings of its F16 


fighter (a State Department official de- 


tied this), which will be modified, and 
has about 50 engineers and technicians 
working at the development centre in 
Taichung. 


The engine is being developed by 


| Garrett Turbine Engine Co., which has 


staff in Taichung and Kaohsiung. Gar- 
rett already provides the engine for 
Taiwan’s first locally developed air- 
craft, the twin-engined AT3 military jet 
trainer, but the current project is far 


. more complex. Garrett itself does not 


yet produce an engine that powerful. 
The. IDF engine is probably being 
developed from the Garrett TFE731- 





CSIST is situated in a walled com- 
pound in the Lung Tan suburb of the 
city of Taoyuan, 30 km southwest of 
Taipei. It has 7-10,000 staff and ope- 
rates under strict security. The facility is 
split into five engineering departments 
— aeronautical, mechanical, nuclear, 
electrical and electronic, and chemical 
— and it has subsidiary installations 
elsewhere. 

The US is known to support some 
CSIST programmes through technology 
transfers, and these may include missile 
development. However, Washington 
continues to refuse to supply Taipei 
with advanced weapons such as the Har- 


poon anti-ship missile. Israel has helped 


out in the past, but sources in Taipei 
suggest this relationship is no longer so 
close. 

Meanwhile, the US has approved the 
export to Taiwan of several new missiles 
in recent years. These include at least 
766 improved Chaparral SAMs and 284 
improved Sea Chaparral SAMs, both of 


| which will gradually displace older 


models. At least 370 improved Hawk 


| SAMs are also on order to replace the 


older model, together with 170 SM-1 
Standard. shipborne SAMs. Deliveries 


. of 100 Sparrow AAMs are also believed 


to have started, though the aircraft 
they are suited to is still under develop 


-One Taiwan missile programme is | 


| known to have been abandoned. The 


Ching Feng, a surface-to-surface missile 
(SSM) based on the US-made Lance, 
with a range of about 100 km, was an- 
nounced in 1981. It is believed to have 
been the prototype for a proposed SSM 
with a range of 1,000 km, and that US 
objections to the offensive nature of the 


weapon scuttled the project. 


— Robert Kamiot | 











10 000: ib of static deseada the assist- | 


ance of afterburners, mounting two en- 
 gineson each aircraft for increased per- 
|; formance: The IDF is intended to fly a at 
E Speeds i in excess of Mach 1.2. 





E = Siegler International is putting i 


together the avionics package, which 
will have to provide the aircraft with all- 
» weather capability in order to counter 
China's upgraded J8 fighters. It will 
also include a look-down/shoot-down 
system to handle low-flying aircraft, 
fire-control radar, head-up display, di- 
gitalised flight control system and fly- 














| expected to have performance charac- 
| teristics approaching those of the US 
‘Taiwan’ s army is in turn upgrading 
anks. as s largely completed the 
sation: “programme started 




























Els Nein battle tank (MBT), and 
i these 309 vehicles are now understood 


US ARMS 
TO TAIWAN 











Birnen satiat 
Excludes technology transfers. ` 
Fiscal year, 1 Oct. to 30 Sept. 


| vE arms trade with the US, its major 
E - supplier, as a result of a US commit- 
| ment gradually to reduce military sales 
| tothe country. 
The value of licensed commercial ex- 
. ports from the US last year jumped 
four-fold to US$228.4 million, while 
government-to-government Foreign 
Military Sales (FMS) agreements drop- 
ped by 27% to US$511.1 million. This is 
| understood to be due to the fact that the 
1 former allows greater flexibility and less 
public scrutiny. 
| , “The commercial figure represents 
‘the value of privately ordered items ex- 








system. The resulting hybrid is: 


rted to Taiwan during the year, based - 





| to be at or near the much-improvec i 


M48AS standard. 

The main-aspect of the upgrading 
involved replacing the M48AT's gas- 
driven engine with a _ diesel-driven 
model. New fire control and thermal 
imaging systems were also installed, and 
some or all of the tanks were fitted with 
105 mm guns in place of the 90 mm 


guns. 


The government has not revealed 
the cost of this project. However, 


er 
unit cost was US$240,000 when the. Us 
| Army undertook a similar programme 
in the late 1970s. 


The new engines are of the t 
AVDS-1790-2C, produced by the US- 
based Teledyne Continental Motors. 





These have a range of 322-km, almost. 


three times the 112-km range of the 
standard M48. They also have a lower 
fire risk, 
lower idle fuel consumption. . 


This engine can also be fitted in the - 
| more advanced M60A3 MBT. Taiwan 


has none of these now but has ordered 
M60A3 bodies from the US in recent 


: Commercial exports replace government sales 
Taiwan is shifting the nature of its 


on US customs receipts. The FMS fig- 


ure is the value of contracts signed by 


the American Institute in Taiwan — 
representing the US — and the Coordi- 
nation Council for North American Af- 
fairs — representing Taiwan — an ex 
dient made necessary by the fact that 
the US supports Taiwan without formal 
ties since it established diplomatic rela- 
tions with Peking. 

Excluded from the total are technol- 
ogy transfers, which unofficial sources 
in Taipei suggest are growing at a sub- 
stantial rate. Neither Taiwan s Ministry 
of National Defence nor the US State 
Department will comment on such pro- 
grammes. 


i Systems Division was awarded 


"ures do not disclose the purchasin 


reduced maintenance and | 


| tain a sufficient self-defence capabil- 


| base figure. 


largely put on hold during the early part. 





















































US$12.2 million contract for,75 of the: 
ready-to-assembly bodies, with a 
further order for 140 in 1985 worth 
US$21.2 million. Another order for 140 
at US$39.6 million was probably placed 
in 1985, but US congressional fi, 


country, though Taiwan is the on 


The M60A3 bodies s are most. li 
y the basic component for a new typ 
of tank now being developed. SB I 
wan's Fighting Vehicles Developmen 
Centre, an army facility in Taichui 
A Taipei source says the aim 
produce a lighter version of the 


Few details have emerged abor t 
project. However, the new ta 
pected to be equipped with an in 
night vision system, laser rang 
ballistic computer and impr 
mour protection against armo 
ing and anti-tank projectiles. 


US policy on arms sales’ to i 
rooted in two key docum 


Shanghai Communique ‘signed by rep- 
resentatives of the US and China: m 
The former pledges the US to supply 
Taiwan with such weapons as may be 
necessary to “enable Taiwan. to main 


ity.” Under the terms of the latter 
Washington agreed that its militar 
sales to Taiwan “will not exceed, either 
in qualitative or quantitative. terms,” 
the 1979 level. Further, the US. an 
nounced reductions of US$20 million 
annually beginning from the fiscal 198; 


. US arms sales to Taiwan had ‘been: 


of President Reagan’s administratio: 
while this policy was formulated. T! 
base figure of roughly US$800 millioi 
for fiscal 1983 was subsequently set- 
taking the 1979 amount and adding i i 
flation-related factors. A 

. The US interpretation of the Secon 
Shanghai Communique holds that tec 
nology transfer falls outside the restr 
tions while China contends that. tl 
should be implicitly included. - 
loophole that results has. allowed 
Taiwan some room to manoeuvre. _ 

Taiwan is known to be aiming for a” 
large degree of self-reliance in military 
equipment. It has development pro- 
grammes under way for indigenously - 
produced frigates, fighter aircraft, main 
battle tanks, missiles and several less — 
complex types of hardware. The extent . 
of US support through technology . 
transfer agreements is unknown, but. 
most of these programmes post tare. the 
1982 communique. 
















€ of 30 to 40 km, first tested in March 1986. It is a hybrid 
the US-made Patriot (dimensions and launcher) and the 
»made Hawk (electronics), with performance charac- 
‘istics midway between the two. 
_ It is more mobile than the Hawk system it will eventual- 
ly replace. Tests have been conducted using both radar and 
fra-r idance systems, though semi-active radar is ex- 
€ ted to be used in the initial production run. Production 
models are now being assembled, but the series will be 





anced model under development. 
SKY BOW-2: A high-altitude SAM with a projected range 
ipwards of 100 km due to be test-fired in late 1988. The 


»yed in 1958), which it will replace in Taiwan’s arsenal. 
SKY SWORD-1: A short-range — about 10 to 15 km — 
M whose existence was revealed in May 1986. It is be- 
lieved to be derived from the US-made Sidewinder AIM-9L, 
and like it, it can attack targets from all angles using an infra- 


er types of Sidewinder Taiwan now deploys. 
The missile is expected to go into mass production this 


Opposition i in disarray as martial law lifted 


By Carl Goldstein in Taipei 
qoum years of martial law on 
Taiwan ended on 15 July, by order 
of President Chiang Ching-kuo. The im- 
| mediate effect of the move was to re- 
move the military's direct role in gov- 
erning and punishing civilians. Even- 
- tually, though, the lifting of martial law 
| was expected to widen substantially the 
| boundaries of acceptable political ac- 
tivity and pave the way for enhanced 
press freedoms and labour rights. . 
- ^ But the pace of change will depend 
on how: actively the ruling Kuomintang 
(KMT) pushes its proclaimed reform 
programme, most notably the thorny 
problem of parliamentary rejuvenation. 
And an equally important factor will be 
whether the opposition Democratic 
Progressive Party (DPP) manages to- 
overcome its internal divisions so as to - 

















































SKY BOW-1: ^ hows: to medium-altitude SAM with a 


yhased out in two or three years to be replaced by a more ad- 


eapon is derived from the US-made Nike Hercules (first de- 


red guidance system. This makes it more lethal than the sim- 








et Defensive Fighter un ader dese- 


SKY SWORD-2: Taiwan i is understood to be developing a 
medium-range version of the Sky Sword AAM but no details 
on this project have emerged. The weapon is due to be test, 
fired in mid-1989, according to one report. _ 

HSIUNG FENG-1: A sea-skimming anti-ship missile with 
an estimated range of 30-40 km available in coastal defence 
and shipborne versions. It is derived from Israel's Gabriel-2 
system and was introduced several years ago. : 

The weapon's performance characteristics are thought to 
match those of the Israeli original. However, Taiwan has in- 
troduced its own guidance system (developed by CSIST) and 
made slight changes to the dimensions. The land-based ver- 
sion is mobile, with triple-launchers mounted on a semi- 








trailer and towed by a heavy tractor. The shipborne versionis- |. 


fitted on two types of destroyers in triple-launcher configura- 
tion, and on three types of fast attack craft in single-launcher 
configuration. 

HSIUNG FENG-2: Taiwan has been trying to acquire a. 
long-range anti-ship missile like the US-made Harpoon for | 
some time with no result. Efforts are consequently under way 
to develop such a weapon locally though no details of the pro- 
gramme are known other than its] proposed range of upwards 
of 80 km. "non Karniol 











to the Republic of China has up to the 
present not diminished in the least . 

But a more compelling explanation was 
as an attempt to set new ground rules for 
political activity in the post—martial law. |. 
era, as well as offer reassurance to the 


conservative wing of the ruling party " 


that the KMT would not lose its pre- 
eminent position. | 

.It was undlear how the government 
intended to enforce the security bill's 
admonition that “no person may violate 
the constitution or advocate com- 
 munism or the division of the national 
@ territory in the exercise of the peo- 

| ple's freedoms of assembly and asso- 
| ciation” — the so-called "three princi- 
| ples." | 
| With the lifting of martial làw out of 
| the way, attention shifted to how the op- 
posing political camps would adapt to a 
new era of direct political competition. 
Ruling party officials have proclaimed 
their readiness to confront the opposi- 
tion on a level playing field. 

To this end, a revised Civic Organi- 
sations Law, which will legalise new po- 
| litical parties, is to be pushed through 
the legislature during the autumn ses- 
























the government. 
Martial law had become an impor- 
tant symbol for both the KMT and its 


'en as a milestone in the continuing pro- 
ess of political reform which Chiang, 
hopes to make his political legacy. 
he end of martial law deprived the 
opposi tion DPP of a handy rallying cry 
against thé government. It also freed 
the KMT from the burden of explaining 
to international critics why such a self- 
evidently dynamic and prosperous so- 
 ciety required the crude expedient of 
. martial law to guarantee its security. 
Evidence that. the desired effect was 





‘constitute a more effective pressure on. 


opponents, and its lifting was properly 


achieved came when the US State De- 
partment issued a statement welcoming 
the decision, as did several congressmen 


who have been frequent critics of 
Tàiwan's human-rights policies. | 


Now the Taiwan Government has 
shifted to explaining why it has enacted 
the controversial National Security 
Law, which took effect the same mo- 
ment martial law ended. The KMT- 
dominated Legislative Yuan passed the 


new legislation despite the Opposition’ S 


vehement objections. 
The main reason given is the threat 


from Peking. Chief government spokes- 


man Shaw Yu-ming said: “It is undeni- 
able that the Chinese communist threat 








sion. But more controversy seemed in- 
evitable, given the draft legislation's in- 
clusion of the "three principles" from 
“the National Security Law. The admon- _ 
ition against advocating division of the | 
national territory pointed directly at the 
DPP: which has enshrined the goal of 
“self- ‘determination for the people of 
Taiwan” in its party chartere —— ^... 
With the lifting: of martial law, tt e 
KMT turned its attention with renewed 
vigour to revitalising the party machin- 
ery and speeding up the process of 
bringing native Taiwanese officials into. 
policymaking positions. "Unlike many 
of his colleagues, Chiang understands | 
that die times. have RIES i ‘Said fe 
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i ‘mainland origins. The effort to 
move in this direction has become the 
chief task of Chiang confidant. Lee 
Huan, 70, who was named. secrefary- 
general of the party ofi 4 July. He had 
been an energetic proponent of. the 
Taiwanification" policy in the 1970s 
when he headed the KMT's organisa- 
tion department. This was before his fall 
om grace after the 1977 Chungli inci- 
ent, an anti-government election-day 
ot blamed by KMT conservatives on 























On Candidates. 









position is immeasurably 
Ne than that of his prede- 
sor, Mah Soo-lay, who was consi- 
a mere administrator, albeit an 











































g KMT cadres built up over 
sourse of decades of party work. - 

ic DPP, on the other hand, is in 
disarray. The opposition party could 
Ot even manage a formal statement 
reacting to the lifting of martial law be- 
cause of internal. disagreements, plus 





n 1986, the UN Year of Peace, there 
M were 36 wars or armed conflicts which 


ations including superpowers. Consid- 


digenous in origin, has made more than 
a modest contribution to this death toll. 
‘The insensate and unabating violence 
makes the island's tragedy no less har- 
towing than Lebanon’s. — - 

. Like most Third World conflicts, the 
Sri Lankan crisis — apart from its ethnic 
origin — has regional and international 
implications and, more important, is 
tooted in the erosion of democratic pro- 





ades after independence in 1948, 
Ceylon — now Sri Lanka — enjoyed a 
reputation as an exemplary “new” na- 
tion because of its robust democracy 
and equitable economic policies. But 
the four-year-old Tamil i insurgency has 
now dragged the country's polity, not 
just its regime, to a dangerous pre- 

cipice. 

_ However flawed in some aspects, the 


iwan sse and still remain true to the 


tly permissive policies toward oppo- 


ble one. In contrast, Lee is well-con- 

'd above and below. He is said to 
close personal ties with Chiang, as- 
s relationships with top- and mid- - 


claimed 3-5 million lives and involved 40 | 


ring its small population of 15 million, . 
he Sri Lankan conflict, undeniably in 


cesses in the country. In the initial dec- 





the fact that party chairman Chiang 


.. Peng-chien and some other key figures 
were in the US to court political and fi- 
nancial 


support overseas 
Taiwanese. 
Taiwan, there was considerable uncer- 
tainty over how to exploit the lifting of 
martial law. Opinion split along now- 
predictable lines dividing party officials 


and elected representatives. 


among - 


There was also a new generational | 


Ethnic conflicts respect 
no national boundaries 


30-year post-independence achieve- 
ment, particularly the recognition of 


minority rights, was based on a consen- 


sual model in political, economic and 
foreign policies. In 1978, and more 


clearly, in late 1982, there was a con- 


scious rupture with this past. 

In the July 1977 general election, the 
rightwing United National Party (UNP) 
secured less then 52% of the popular 
vote but bagged 85% of the parliamen- 


tary seats, a quirk of the "first-past-the- - 


post" electoral system. The Sri Lanka 
Freedom Party (SLFP) — the UNP's 
main rival — managed only eight seats, 
though it secured about 3075 to the total 
votes. The Tamil United Liberation 
Front (TULF) swept the polls in the 
predominantly Tamil northern region, 
making its secretary-general the leader 
of the opposition in parliament, an un- 


Mervyn de Silva is the editor of 
Lanka Guardian, a weekly maga- 


zine published in Colombo. 








For those remaining on 


' campaigns had failed to check a proces 


i Chüd-hung; 49— 
[979 Kaohsiung Inci- 





figur 


dent —ending more than seven years in 


prison for the former opposition lead 
ers. Since regaining their freedom, both 
haverefusedtojointhe DPP. = — 
.. Huang has been publicly attacking 
the Opposition party for structural 
weaknesses which he says have pre- 
vented it from establishing a strong. 
popular base. The former legislator 
threatened to use his status as an elder 
statesman of the opposition to lead dis- 
contented DPP members into a new party 
if his objections were not addressed. — |. 
.At the same time as the lifting of 


| martial law, the Defence Ministry — at- 


Chiang's behest — ordered a reduction : 
of sentences and early restoration of 


civil rights for 237 present and former 


civilians convicted. of various offenses 
by military courts. Of this number, 170 
had been imprisoned on sedition 
charges. Twenty-three people gained 
immediate freedom, while 70 others 
were transferred from military to civi- 
lian prisons. 

Although intended by Chiang asa | 
gesture of reconciliation to domestic. 
and international critics of Taiwan's 
human-rights policies, the move fail- 
ed to satisfy many. "The scope of this 
order is much too narrow," said Huang 


Mervyn de Silva 


precedented development that was to 
herald the coming ethnic confrontation. 

By early 1978, the UNP abandoned 
the well-tested Westminster model and 
installed a powerful executive presi- 
dency. The rationale for this change was 
"stability," the prerequisite for acceler- 
ated growth through a free-market 
economy, dependent on foreign invest- 
ment and aid. In 1980, SLFP leader and 
former prime minister, Sirima Ban- 
daranaike, was expelled from parlia- 
ment for "abuses of power" while in of- 
fice. 

The critical turning point came in 
December 1982 when a device all too 
familiar in authoritarian states, but un- 
known to Sri Lanka, was used. In place 
of the general election due shortly, a re- 
ferendum was held, under emergency 
rule. The referendum — catried with a 
bare majority — extended parliament's 
term and the ruling UNP's overwhelm- 
ing dominance in it, by another six 
years. 

The relatively open political system 
was firmly closed. For the Tamil leader- 
ship, it was the end of the road. Since 
1956, when Sinhalese became the sole 
official language, the Tamil leaders and 
their Gandhian "passive resistance" 






which the Tamils now describe 
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Chu-wen, a liberal KMT legislator. 

* Left out were the most prominent of 
the remaining political prisoners, esti- 
mated to number 38 by human-rights 
circles in Taiwan. These included 
Kaohsiung Incident leader Shih Ming- 
teh and Pai Ya-tsan, who was sentenced 
to life on sedition charges in 1975 when 
he called upon then-premier Chiang to 
reveal his financial worth during the 
1975 Legislative Yuan campaign. 

More important, perhaps, the resto- 
ration of civil rights left unchanged 
numerous laws which limit former con- 
victs from running for public office or 
working as lawyers, accountants, ar- 
chitects, and in other professions. Re- 
cent releasees attacked the government 
for failing to grant a complete amnesty 
that would erase their criminal records. 


ox uang, Chang, writer Li Ao, and 
one other former political prisoner 

d against their convictions before 
the Supreme Court on 17 July. With little 
chance of a favourable ruling, their move 
was mainly an effort to challenge the 
National Security Law. Its ninth article 
states that civilians convicted by mili- 
tary tribunals may not appeal to the civi- 
lian courts following the lifting of mar- 
tial law, a right that had been specifi- 
cally protected in the text of the martial 
law decree itself. 


Stiff obstacles remained before 


majority domination and discrimina- 
tion. 

For the younger generation, a uni- 
versity-admissions scheme — intro- 
duced in 1973 and favouring the 
Sinhalese — was a deadlier blow than 
the official-language policy. In the arid 
north, higher education and the public 
service were the only road to gainful 
employment. In the eyes of the Tamil 
youth, the TULF had outlived its use- 
fulness. So the torch was passed on to 
the youth and a generational revolt 
started among the Tamils. The weapon 
of parliamentary protest was replaced 
by a resort to arms. Failing to read the 
signs correctly, Colombo adopted an 
even tougher law-and-order approach. 
Terrorism acquired a popular base. 


5 | 
Taiwan would closely resemble a par- 
liamentary democracy, at least as the 
term is commonly understood in West- 
ern countries. In the political sphere, 
these included the crucial question of 
the KMT's intentions. Would the ruling 
pany begin transforming itself along the 
ines of Japan’s Liberal Democratic 
Party, as some KMT liberals have 
suggested? The appeal of this model is 
that it promises the ability to rule more 
or less indefinitely, while still enjoying 
the plaudits of a democratic government. 

Pessimists amorig observers of the 

litical scene pointed to the panoply of 
egislation still on the books giving the 
government extraordin powers. 
These include the so-called temporary 
provisions, à 1948 amendment to the 
constitution which gives the president 
the right to take emergency measures 
without regard to constitutional 
safeguards; the 1942 General Mobilisa- 
tion Law, which gives the government 
wide discretion to ban strikes or restrict 
freedom of speech and assembly; the 
Publications Law, and others. 

The key in most of these laws is that 
the authorities "may" take certain ac- 
tions. Government and ruling party 
supporters argue such laws are there 
only for emergency use, in case Peking 
launches direct or indirect attacks. Op- 
positionists and many independent cri- 
tics, on the other hand, take the position 





A epochal ethnic resurgence in new | 


nation states has put to the severest 
test the primary loyalty of communities 
within those states, especially national 
minorities with a distinctive culture. In 
this particular stage of state formation, 
that allegiance seems to lie more often 
with “nation” than with “state.” A Kurd 
is a Kurd whether he has been born in 
Iran, Iraq or Turkey. 

Ethnic loyalty transcends borders. 
Thus, ethnic unrest not only brings tur- 
moil to society and danger to the state 
but complicates inter-state relations. 
And since the state is the basic unit of 
the world system, the current ethnic 
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challenge is the most anti-systemic force 
today. 

The ethnic situation in Sri Lanka had 
always a built-in external factor created 
by geography, history and culture. Most 
Tamils in Sri Lanka — 13% of the is- 
land's population — identify culturally 
with their 50 million ethnic brethren in 
the south Indian state of Tamil Nadu. 
The Palk Strait separating Sri Lanka 
from southern India has traditionally 
been a haven for smugglers, refugees 


and rebels. 


that such powers are incompatible with 
the democratic system the government 
says it is constructing. ' 

Chiang has squelched open opposi- 
tion to his reform programme among 
conservatives in the KMT and military. 
The resistance has not disappeared, but 
rather has taken more diffuse, cautious 
forms. Hints of behind-the-scenes bat- 
tles were V wed on in the KMT-guided 
press over the future role of the Taiwan 
Garrison Command (TGC), the secu- 
rity agency chiefly responsible for en- 
forcing martial law. 

The fate of the agency's estimated 
25,000 agents remains an open ques- 
tion, but it seemed certain they were not 
bound for the unemployment lines. The 
pro-KMT (and usually well-informed) 
United Daily News reported on 12 July 
that TGC personnel would be transfer- 
red to equivalent governmental agen- 
cies to carry on with their duties. Offic- 
ers with the rank of colonel and above 
were to pass directly into civilian agen- 
cies, while lower-ranking personnel 
would be required to pass the civil ser- 
vice examiniation, according to the re- 
port. 
The Government Information Of- 
fice announced on 14 July that it 
would establish a committee to take on 
the job of screening books, newspapers, 
and magazines which previously was the 
responsibility of the TGC. 


The vicious anti-Tamil riots of July 
1983 activated this long-dormant factor. 
The Tamils had voted overwhelmingly 
against the referendum seven months 
earlier, the last gasp of democratic pro- 
test. Rebel activity increased. 

More than 100,000 refugees fled to 
Tamil Nadu, already an operations base 
and propaganda centre of young Tamil 
militants. When a panic-stricken regime 
moved yet another constitutional 
amendment to force MPs to renounce 
separatism, the TULF withdrew from 
parliament and all its leaders sought 
exile in Madras. Symbolically, the Sri 
Lankan Tamil had found shelter in the 
greater Tamil homeland. 

In any event, the TULF had slowly 
awakened to the truth that its demand 
for regional autonomy, via devolution 
and decentralisation, would not be 
granted. It could not be. Devolution is 
the antithesis of centralisation. An au- 
thoritarian regime, which refuses to 
share power with the non-violent 
Sinhalese opposition, could hardly 
share power with a minority, whose 
youth had pointed a gun at its head. 

The aftermath of the July 1983 riots 
gave then Indian prime minister Indira 
Gandhi the chance to offer her good of- 
fices. A UNP regime rattled by the in- 
ternational consequences of the riots, 
especially to its aid-dependent econ- 
omy, readily accepted the offer. The 
balance of political forces in Sri Lanka 





"cow w-—- 


did not permit an internal settlement of 
an essentially internal problem. 
Equilibriurg could only be restored by a 
superior external force. 

Mrs Gandhi seized the day with ill- 
concealed pleasure. Sri Lanka had been 
India's friendly neighbour, and there- 
fore highly valued. Pre-independence 
Sri Lankan leaders drew ideas and in- 
spiration from the Indian nationalist 
movement. Far more nn Sri 
Lanka, like India, was a secular demo- 
cracy, followed middle-path economic 
policies, and was stoutly non-aligned. 
All that changed with the 1977 polls in 
Sri Lanka. 

The UNP's economic model was 
Singapore and South Korea. That non- 
alignment — a highly flexible policy, 
anyway — would be reshaped to suit 
this model was made embar- 
rassingly plain when Colom- 
bo was sufficiently disin- 
genuous to apply to join 
Asean. The glamour of the 
"Singapore Girl" tantalised 
an elite that had been im- 
prisoned too long in an aus- 
tere and closed economy. 

For good reasons, Mrs 
Gandhi watched these Sri 
Lankan policy changes with 
rising anxiety. After the Bri- 
tish leased the island of 
Diego Garcia to the US, the 
latter's military presence in 
the Indian Ocean increased, 
causing concern in New 
Delhi. Thus, She encour- 
aged and strongly supported 
Bandaranaike's UN resolu- 
tion in the 1970s to declare 
the Indian Ocean a zone 
of peace. Indian anxieties 
turned into an obsessive con- 
cern as the US created its Central Com- 
mand in the early 1980s to counter 
Soviet activities in the Gulf and the In- 
dian Ocean. 


olombo's negotiations with an 

American firm, which has been a 
Pentagon contractor, to build oil-storage 
facilities in the strategic Trincomalee 
harbour riled Mrs Gandhi. An Indian 
offer was rejected outright. So was a 
Soviet feeler. However, both countries 
were more disturbed by an agreement 
with the US for a transmission facility 
for Voice of America in Sri Lanka, 
which it was alleged would also have a 
military dimension. 

New Delhi's security anxieties are in- 
teractive, external and domestic. Swept 
by sectarian strife, the Indian elite has a 
paranoid fear of Balkanisation, as 
ethnic and regional nationalisms chal- 
lenge the céntre through armed struggle 
in many states. Recent history has also 
made India hyper-suspicious of US 
aims. During the Cold War, Washing- 
ton viewed India’s non-alignment as im- 
moral. Besides, the US took Pakistan’s 
side on Kashmir, the generic conflict in 


the Subcontinent. Since then, the In- 
dian elite is convinced that the US is de- 
termined to vest Pakistan with a status 
of parity, denying India its regional pre- 
eminence. 

Sri Lankan intelligence agencies now 
know that Mrs Gandhi began to take an 
interest in the growing Tamil revolt only 
in late 1982. In 1980, she had described 
Bandaranaike’s expulsion from parlia- 
ment as “an outrage” and a “disgrace.” 
The presidential polls and the referen- 
dum foreclosed her hopeful option of a 
change of regime in Colombo and a less 
hostile foreign policy. 

After July 1983, the Tamil refugee 
presence in Madras may have become a 
social irritant. The Sri Lankan issue 
had, however, entered the bloodstream 
of Tamil Nadu politics. The state’s chief 





minister, M. G. Ramachandran was 
soon the personal patron of the largest 
guerilla group, the Tamil “Tigers.” 
True, Rajiv Gandhi rode to power at 
the end of 1984 on the crest of an emo- 
tional wave after his mother’s assassina- 
tion. Yet, his Congress party had little 
influence in the south. In Tamil Nadu, 
the Congress was a junior partner of 
Ramachandran. 

“We will be judged by our relations 
with our neighbours,” said the buoyant 
young Gandhi, full of high ideals. Re- 
conciliation with neighbours meant po- 
litical compromises with restive and re- 


€ A Kurdisa Kurd, whether he 
has been born in Iran, Iraq or 


Turkey.? 





bellious minorities at home. So Gandhi 
followed up with political accords in 
Punjab, Assam and Mizoram. How- 
ever, the Punjab accord has not elimi- 
nated Sikh extremist violence and India 

rsists in accusing Pakistan of foment- 
ing trouble. 


It is not certain whether Mrs Gandhi 
consciously chose to make the Tamil re- 
bels the cutting edge of New Delhi’s Sri 
Lanka policy. Anyway, her son inherit- 
ed the problem. His more than two-year 
old effort as honest broker has been è 
dismal failure. He has been unable to 
tame the intransigent Tigers. He has 
watched Colombo undertake a massive 
military build-up, receiving equipment, 


training and advice from foreign 
sources. 
n a contradiction that is a dia- 


lectician's delight, Colombo's sup- 
porters — Pakistan, Israel and China — 
were bound to infuriate the honest 
broker and fit all too neatly into his in- 
stinctive response to the host of prob- 
lems that suddenly confronted him. 
Gandhi was under siege: 
humbling electoral defeats, 
governmental and party 
crisis, and scandals which did 
not leave him unscathed. And 
Punjab continued to explode 
as Hindu-Muslim riots went 
on unabated. Skirmishes on 
the Chinese border had fol- 
lowed the tense Indo-Pakis- 
tani confrontation early this 
year. The US had given mas- 
sive military aid to Pakistan. 
By May, Gandhi was holding 
countrywide rallies invoking 
the themes "destabilisation" 
and the presence of the “for- 
eign hand," the favourite ral- 
lying cries of his mother. 
ystems analysis tells us 
that assertive actions exter- 
nally and other morale-boost- 
ing diversions can help con- 
tain domestic disequilibrium. 
That is precisely what Presi- 
dent Junius Jayewardene did when he 
mounted a massive military offensive in 
the north when Sinhalese opinion in the 
south was boiling after the Good Friday 
massacre in the northeast and the ter- 
rorist bombings in the heart of Colombo. 
Gandhi's reply converted the 
mediator into the interventionist. The 
airdrop of relief supplies over Sri 
Lanka’s Jaffna peninsula in early June, 
though humanitarian in intent and 
harmless physically, was a violation of a 
small neighbour’s sovereignty. Whether 
he knows the vogue word or not, Gan- 
dhi had bowed to the “inter-mestic” — 
those problems that lie at the inter-face 
of the international and the domestic. 
The airdrop was a “help to the 
Tamils” and a “message to Colombo,” 
explamed Gandhi. He might have 
added that it was also a message to the 
Tigers that they are not the ultimate 
protectors of the Tamil people. He has 
also asserted India’s regional suprem- 
acy. Can he now deliver? Or will the 
region’s paramount power, like the 
superpowers, learn the awesome dilem- 
mas and limits of power in a Third 
World crisis? o 
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Shhh. 


We offer private 


banking services 
as they should be. 


Private. 


If you're a substantial international 
investor in today's complex world, 
you'll find yourself feeling far more 
secure when you're dealing with 
Merrill Lynch. 

That's because it's comforting to 
know that one of the largest, most ex- 
perienced financial institutions in 
the world is, at the same time, high- 
ly personalized and confidential. 

Through our global trading facili- 
ties, we give you access 24 hours a 
day to markets around the world. 
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We offer you the benefit of our top- 
ranked research team. Ànd we 
provide you with a broad array of 
services and specialists in areas 
such as portfolio management, pri- 
vate banking and lending, and 
foreign exchange. 

Yet all these global opportunities 
are offered to you in a direct and 
personal way through your Merrill 
Lynch Financial Consultant who 
understands your objectives, and 
how to help you meet them. 
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Merrill Lynch can help you fulfill 
your investment goals with utmost 
confidentiality in eight offices in 
five countries throughout Asia and 
the Far East. Call our office nearest 
you today. 


Harness the power of a 
global presence. 
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The legend in Jakarta 
1 Is an oasis of quiet luxury. 





MANDARIN ORIENTAL 
JAKARTA 
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Over a century of unparalleled service Mandarin Oriental is sublimely 
and subtle splendour have earned unconscious of the hustle and bustle 
The Oriental Bangkok the reputation of the city surrounding it. The prevailing 
of the finest hotel in the world. mood is one of luxury and gracious 
It has become, elegance, yet no element of 
| quite simply, alegend. modern ease, comfort or 
Mandarin Oriental has captured convenience is overlooked. 
| the essence of this legend in Jakarta. Especially for the business traveller. 
In the heart of a pulsating business On your next visit to Jakarta, enjoy 
. and diplomatic district, a familiar standard of excellence. 
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5- billion- -strong anthill en 
belief that the spread of the 
Immunity Deficiency Syi 
is not, as some woul hav 






















sponse to the istis euin e 


e incipient plague. has certainly 
hed through many social inhibi- 
; and constraints. T recently Saw a 
ntitled The Summer of 42, a lyri- 
ount of a 14-year-old calf-love for 
older woman. It beautifully captured 
ials of puberty a few generations 
-with young girls nervously giggl- 
flirtatious, adolescent boys con- 
by ignorant lust and timidity and 
weating embarrassment of the 
ager plucking up enough courage to 
buy.a condom from the local chemist. 
Today's children of any age, even the 
hitherto-protected progeny of Confu- 
cian families, are assaulted by pened 
ments and posters exhorting young [ 
ple to use condoms, complete wit! G- 
structions. Farewell innocence. On the 
whole, and despite the painful embar- 
rassments suffered, I think if I were 14 
years old again, ld: 
quite sure what a Cone 









1 n was for. 


protest. In Brita 
“Aids Awareness "3 
Chris McCooey switched or ' i 
he found a woman demon trating how 
to. put a condom on. her middle and 
index fingers. Posters everywhere warn 
of the dire consequences of indiscrimi- 
nate sexual contacts, one huge hoardin 

showing an attractive (heterosexual) 
couple in bed, with satiated grins on 
their faces, plus large black letters giv- 
ing the warning: Bang, bang, you're 
dead. Aids. Don't die of ignorance. 
Charmingly to the point.. 
e THE spread o ! 

















the world's. acupunct i _ The 
dent of Hongko Int national 
Acupuncture Society recently signed a 
circular letter which reached Gillian 


Stephens, in which he tried to allay | 
alarm among potential clients. Unfortu- | 


nately, in the opening line someone had 


forgotten to depress the “h” key of the | 


typewriter: 
Dear Manager, | 

Due to the ever increasing treat 
posed by Aids to patients, pre-sterilized 
disposable needles will always be used 
in our Society and Clinic. 
€ ONE awaits an updated Kinsey re- 
port to prove that the various forms of 
sexual contact (other than the mission- 
ary. position between non-promiscu- 
ous male-female couples) are losing 
popularity. Such a trend was summed 


ted o on a British railway station. wall 


efer not being - 


a ihe can has | 


up by a Pie of graffiti deben spor jm 


which read Sodomy is boring. Incest is 
atively boring. Necrophilia is dead 


Christine Pemberton was perusing re- 
cently. The piece mainly dealt with the 
frescoes of Sehhavti, in Rajasthan, but 


meandered off into the byways of the 
history of the early growth of railways in 


the state. The article quoted a letter 
which illustrated the clash of cultures 
when one new line was used by a Ben- 
gali, who was relatively used to the new 
steam monsters but who tended, like 
others, to regard a public train as a pri- 
vate carriage. On2 July 1909, he wrote a 
stiff complaint to the Transportation 
Superintendent: | 
‘Dear Sir, 

I am arrive by passenger train at 


Ahmedpur station and my belly is too 


much swelling with jackfruit. 


with lotah [water pot] in one hand and 


dhoti in the next when I am fall over and | 
| expose all i shocking to man, female, | 
atform. I am get leaved at | 


women on p 
Ahmedpur station. 


| This too much bad if passenger go to | 
make dung then dam guard no wait train | 
five minutes for him. I am therefore 


pray your honour to make big fine on 
that guard for public sake. Otherwise 1 
am making big report to papers. 


Yours faithful servant | 


Okhil Ch. Sen.” 


raho, Madhya Pradesh, the glorious tem- 
ple famous for its erotic sculptures that 
the services the hotel offered included: 
Cafe de la Pays: The Cafe has been 
planned in true French style and is an 
anti-climax to the world famous Parisian 
cafe of the same name. Camels for 
joyrides Camels are available for 
joyrides in the hotel. Please contact 
front desk for details. — . 
€ A TRAVELLER on Europe’ s pre- 


mier railway, the Orient Express, was 


once badly attacked by bedbugs in his 
sleeping car and wrote a furious letter of 
complaint to the owners. In reply, he re- 
ceived an exquisitely worded letter of 


apology, claiming that this was the first | 


such complaint the company had re- 
ceived, and assuring him that every step 
would be taken to make certain such a 
thing would never happen again. 

The whole effect of the letter was 
ruined for the complainant, however, 


for clipped to it was a little note from the 4 


manager which read, "Send this fellow 
the bug letter." 

The Indian Railways appear to be 
more honest, as Bharat Bhushan points 


* AN earlier railway was featured in an 
| article in a learned magazine which 


I am |, 
therefore went to privy. Just as I doing 
the nuisance that guard making whistle | | 
blow for train to go off and I am running | 








Times of India, yc 
sons at a New Delhi institute 


Better stick to the En 
supplied by the British. 
might think — but though 
the English may be better, the 
logic revealed by the Council's 
in Singapore's Straits Times : 
Tim Huxley, leaves. much 















After all, who is better qualifies Jin Engl 
than The British Council? Backed by a fi 
50 Language Centres in 80 countriés, our 
Singapore staff are committed to improving y 
English. 


| Qualified Teachers Who Care 








e THE level of logic also seemed 
: an advertisement run by Hongi ni 
East Ocean restaurant, featuring a lé 
quered suckling pig: , 


— 


| € ANOTHER traveller, Frances Wil- | | 

| liams, who writes for the REVIEW from - 
Geneva, was tickled to read in “Services | 
| Directory" ofthe Hotel Chandela at Khaj- | 






tourists that j in Hongkong quje | 
trotters s and have e rub thus 


tive pigs were SM on certa 
farms in Israel — where the farm 
ferred to them as "penguins." 3 
€ A GOOD newspaper should fea 
the latest possible news, and the qu 
of its writing should last. Possibl 
publishers of the Bangkok Pos 
both these qualities in mind when th 
_ designed the jackets to be worn by t 
newspaper's messenger bpys, but th 
a to ea ue dida ad over. 
















John McBeth in Seoul 


nce every month, In Jae Keun, 35, 
boards an express bus in the South 
orean capital for the tiring 10-hour 
und-trip journey to the southeastern 
y of Kyongju, a favoured destination 
Or tourists anxious to see the historic 
of the 7th century Unified Shilla 
dom. There, for a brief half-hour 
she is permitted to visit the locai 
Ön and talk through the iron bars to 
iate No. 125 — her husband. 
shadow of the man she married 
"than a decade ago and by whom 
yas two children, Kim Keun Tae, 
. one of South Korea’s best known 
Mitical prisoners. He is also one of 
any who the government refused to 
clude in the recent mass prisoner re- 
ise because he falls into the category 
of those who have been part of or have 
iven support to so-called anti-state or- 
ganisations. 
The former president of the National 
Youth Alliance for Democracy is serv- 
g a five-year sentence for allegedly 
isseminating North Korean propa- 
ganda. But what attracted the most in- 
 ternational attention was Kim's lurid 
"testimony during his 1985 trial in the 
coul District Court in which he 
aimed he was beaten and underwent 
onising electric torture over a 16-day 
'eriod — not because he refused to con- 
ess, but because it was planned from 
he start. The torture, he said, "brought 
me within the shadow of death." 
is wife says he still suffers from the 
ects of that torture. "He suffers 
the time from headaches and indiges- 
t n and most of the time he can only eat 
































































risoners of the past 


Detainees major obstacle to political resolution 



















soup,” she told the REVIEW. He also 
suffers from internal bleeding, she 
claims. A doctor visits the jail once a 
week, but so far the government has ig- 
nored her repeated requests for im- 
proved medical assistance. | 

In Jae Keun is general affairs chair- 
man of Minjahyop, a 300-strong associ- 
ation which represents the relatives of 
more than 80% of South Korea's politi- 
cal prisoners. Working in a dingy sixth- 
floor office in Seoul's Chunggu district, 
the group has made its presence felt 
with politicians on both sides of the poli- 
tical fence. Right now, it is pressing the 
Opposition Reunification Democratic 
Party (RDP) not to enter into constitu- 
tional talks until after all political pri- 
soners are released. 

Kim Keun Tae is the only political 
prisoner at Kyongju. The rest are 
spread out through 35 other facilities 
across the country, with many concen- 
trated in Seoul's Sodaemun and 
Yongdongpo detention centres. Gov- 
ernment officials claim there are slightly 
more than 200 prisoners serving time for 
politically related offences, and another 
400 going through the court system, 
most of whom are likely to be released. 
But the National Council of Churches in 
Korea (NCCK) counts 900 among the 
total number, or 300 above the official 
figure. | 

Diplomats with a human-rights brief 
admit they are as confused as anyone 
about the true situation, but tracing the 
chronology of events they say thelowest 
number of political prisoners at any one 
time was 80 in early 1985. Among them 






: rges, 16 alleged mem- 
bei rs of ihe South Korean National Lib- 
eration. Front, ‘most of whom were 


picked up in 1979, and five South Ko- è 


reans accused of belonging to the Unifi- " 
cation Revolutionary Party and sen- 
tenced to life imprisonment in the late 
1960s. 

The number began to increase how- 
ever in May of that year when 73 stu- 
dents took over the US Information 
Service (USIS) building in downtown 
Seoul. Twenty of those stood trial and 
were sentenced to prison terms, includ- 
ing Han Yun Kyong, leader of the newly 
emergent Samintu activist group. 

Over the next year, the political-pri- 
soner population swelled to about 700 
as police cracked down on Samintu, a 
student body which was far less radical 
than those which have surfaced in the 
past year or so but which caused consi- 
derable alarm in government circles at 
the time because of its ideological slant. 

The next sharp increase in arrests 
came in May 1986 following riots in the 
port city of Inchon. This time, police at- 


tention focused on Mintongnyon, the 


30,00€-strong umbrella organisation for 
a collection of dissident religious and 
worker groups, and on two new and de- 
cidedly more radical student groups, 
Chamintu and Minmintu. — 


l^ August 1986, the NCCK estimated 
there were 1,200 activists in cus- 
tody, which diplomats regarded then as 
an accurate figure, and by December 
the number had risen to between 1,800 
and 2,000. What caused some: confusion 
in the intervening period, however, was 
the unannounced release of inmates and 
the difficulties involved in generally 
keeping track of the shifting prison 
population. In several instances, for 
example, diplomats and journalists only 


became aware that certain people had 


Dressed to be a president 


Opposition leader Kim Dae Jung ponders the nation's mood 


O pposition leader Kim Dae Jung, 
immaculately tailored as usual and 
with the colour back in his face, was 
forced to retreat two floors below 
ground into the book-lined basement 
office of his suburban house for a recent 
interview with the REVIEW. The reason 
was simple enough: all available space 
was taken up in his living room where he 
customarily talks to journalists from a 


Slightly elevated chair. 


Climbing back up the stairs later, he 


was given a rousing reception by scores 


of wellwishers from his native Cholla 
constituency. They were one of many 
such groups who have dropped in to see 
him since the government restored his 
civil ng and allowed pictures of him 


—— uua the 6 oppositin vote 





to be shown on TV and in local news- 
papers again. 

That, however, falls short of being a 
reliable pointer to his nationwide popu- 
larity. At the end of July, his aides say, 
Kim will return to his island birthplace 
in Cholla for the first time in 15 years. 
He plans to undertake trips into other 
parts of the country to test the political 
waters as well as t to determine whe- 
ther he should r > for the 
year-end presidential élection. aN 

If Kim or, as he prefers to say, his 
constituents decide he should run, it 
could put him at loggerheads with 
Reunification Democratic Part uo. 
president Kim Young Sam. That would | 















been freed when they ran into them on 
the street. 

* [nanyevent, the NCCK continues to 
stick by its estimate of 1,850 political de- 
tainees before the recent mass releases 
— à figure which independent analysts 


* feel may have been a little on the high 


itus 


side, but which they say was not grossly 
exaggerated. Included in that total ap- 
pear to be about 70 disputed espionage 
cases, mostly involving Korean students 
resident in Japan but studying at Seoul 
universities, where the trial evidence 
was considered to be insufficient. 

Still to be resolved as well is the 
status of an estimated 1,300 people, in- 
cluding newly freed Mintongnyon 
leader Rev. Moon Ik Hwan, who 
have yet have their civil rights re- 
stored. 

NCCK sources say the real litmus 
test of government sincerity in dealing 
with the political prisoner issue rests on 
Kim Keun Tae, who is now not due for 
release until 1990; Lee Tae Bok, 36, ar- 
rested in 1981 and serving a 20-year 
term for leading the National 
Democratic Student Federation 
and the National Democratic 
Workers Federation; Chang Ki 
Pyo, Mintongnyon's political 
strategist who began a seven- 
year sentence last year; and Lee 
Boo Yong, another Mintong- 
nyon member arrested after the 
Inchon incident. 

Human-rights groups appa- 
rently believe that by releasing 
these particular prisoners, the 
puse will feel obliged to 
ree others who were jailed on what are 
claimed to be treasonable offences. The 
NCCK maintains that only detainees 
who o acknowledge their com- 
munist beliefs should continue to be 
held, not those who were tortured into 
signing confessions or who have been 
simply given a communist label because 
of their anti-government activities. 


something that would very likely give 
ruling Democratic Justice Party (DJP) 
chairman and official presidential 
nominee Roh Tae Woo a better chance 
to win at the polls. 


C onsidering their political marriage 
of convenience and the rivalry that 
has marked their past relationship, poli- 
tical analysts are far from confident the 
two Kims can reach an understanding. 
But they insist they will not repeat 
their mistakes, vowing to avoid 
acrimonious debate and reach a consen- 
sus on a single candidate. 
“We have plenty of time to solve that 
roblem," Kim Dae Jung told the 
EVIEW. *Right now, we have to pay all 
our attention to democratisation and 
not get involved in internal problems." 
A key element of any accommoda- 
tion between the Kims would be the 
president/vice-president running mate 
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"A real communist will never say he 
is not a communist," says opposition 
leader Kim Dae Jung, who has often 
had the same tag applied to him. *The 
evidence in many cases was fabricated. 
They needed an excuse to label them 
pro-communist so now they can not eas- 
ily release these people.” Kim told the 


JOHN McBE TH 






















REVIEW that the fact he himself is now 
finally free of sedition charges makes 
the continued detention cf political pri- 
soners meaningless. 

In, for her part, believes the govern- 
ment is reluctant to free the remaining 
dissidents not simply because of their 
past political activities, but because of 
what she calls their "administrative 


system the RDP is proposing in its draft 
revision to the constitution. The ruling 
arty has indicated it will oppose the 
joint-ticket system that it regards as a 
self-serving proposal, just as it is against 
the opposition's demands for the voting 
age to be lowered from 20 to 18 — a 
move that would give the RDP a mas- 
sive injection of votes from the coun- 
try's 1 million student population to 
counter-balance the DJP's superior 
electoral machinery in the countryside. 
The third basic difference between 
the RDP and DJP is the opposition's 
controversial proposal to insert a sen- 
tence in the preface of the constitution 
Nigga. the 1980 Kwangju upris- 
ing as a significant event in the struggle 


for democracy. The DJP is certain to re- 
sist the idea — even if it has shown a 
new-found interest in laying the legacy 


to rest. 
Apart from delaying his decision to 


abilities," or what may be better inter- 
preted as proven leadership qualities. 
Asked directly about her husband's 
ideological beliefs, she smiled and said: 
"How can you think you are a com- 
munist when you are living in this coun- 
try." 

A graduate in economics from Seoul 
National University, Kim was actively 
involved in organising support for Kim 
Dae Jung when he ran against Park 
Chung Hee in the 1971 presidential 
election. Sought by police for alleged 
anti-government acts, he went under- 
ground for much of the rest of the de- 
cade, working in factories and at the In- 
chon Urban Industrial Mission. In says 


| if he was freed, he would probably go | 


into active politics, 

RDP president Kim Young Sam says 
he intends taking up the po prison- 
er issue in concert with the talks on con- 
stitutional reform — a course of action 
Kim Dae Jung also favours. “I think if 
the RDP maintains persistent efforts, 
we can solve most of these cases," he 
said. Relatives of detainees, however, 
are not relaxing their campaign — even 
if an opposition victory in the year-end 
presidential elections would no doubt 
open most cell doors. 

Many Koreans who have suffered 
under the heavy hand of authoritarian 
rule are equally wary of taking things at 
face value. But given the startling deve- 
lopments so far, one part of Kim Keun 
Tae's evidence now makes poignant 
reading. 

Recalling a broad-shouldered police- 
man who always carried torture tools 
in his briefcase, Kim quoted him as 
saying before one interrogation session: 
"Our undertaking business is about to 
start. Do you know how Lee Jae Mun 
died? He died when his internal organs 
burst. Now it's your turn. I'll allow you 
to retaliate after you achieve demo- 
cracy. Then I'll be on the torture rack 
instead of you." Oo 


join the RDP as senior adviser, in itself 
a symptom of internal frictions, Kim 
says he will stay very much in the 
background and leave the constitution 
otiations to Kim Young Sam. But he 
ill feels the prospects are gloomy un- 
less the government agrees to form a 
truly non-partisan cabinet to oversee 
the election, rather than engaging in 
transparent efforts to "p over the al- 
legiances of the existi eup. 
een and ior coe ials have 
warned on several occasions that demo- 
cracy cannot be achieved at a single 
stroke. That cuts little ice with Kim Dae 
Jung. He argues that the government's 
reluctance to free all political prison- 
ers, order the reinsta of thousands 
of activist workers, open the way for 
a free trades union movement and relax 
restrictions on public rallies leaves 
no room for early optimism. 
— John McBeth 












h y Robert Delfts in Peking ; 
"y day, Yang Liuyuan, a Yunnan 









ours, burn incense at a dog's grave 
ressed in white mourning dress, and 
"under the dining table with bones. 
night his place was outside, guarding 
use. 

ng's bizarre behaviour was 
hment for killing one of two dogs 
had been fighting outside his house. 















er was the Chinese Communist 
(CCP) branch secretary of the 
“i county wine factory, Zhu Jia- 







2 been arrested, had subjected 
ng to the humiliating ordeal for three 







: In the first five months of this year, 

3 party members were arrested and 
pelled for taking bribes. hang ys 
* Courts have handled neatly 23,0 











“hich 8, 000 — invalving about Rmb 100 
nillion (USS27 million) — have-been 
slosed. More than l ,900 involved 


























PAKISTAN 


By Husain Haqqani in Islamabad - 

Fhe 14 July terrorist bombings in a 
-Karachi bazaar, which left at least 73 
eople dead, have sparked nationwide 








tlar explosions routinely take place 
Baluchistan and the North-West 
ontier Province bordering Afghanis- 


, blasts in other major cities are a 













saboteurs ability 1 to strike almost 
vhere in the countty. | 





tha they 












g in refuge es in Pakis- 
rist bombing involving 
alties has beeit followed by anti-Af- 








dence to the government's claim. 


the recent bombings, including the ones 
in Karachi, reflects a determination to 
nflict heavy civilian casualties. None of 





ery and bureat 


arty begins to address problems of abuses of power 


peasant, was forced to crawl on all ! 


brother ina case invol 
: | portation of 2,000 ) vide o ta 
iuckily for Yang, the dead beast’s © | 


Zhu and his relatives, who have - 


ytests against the government's in- 
ty to deal with saboteurs. Although | 


dash recent Baci The i 


Officials blame the Afghan secret. 
“Khad, for the explosions and. 
yart of a campaign 


| refugee. demonstrations, giving . 


"The choice of location and timing for - 


ucracy - 





The móst serious recent case of cor- | 


ruption involving a high party member 
is that of Ni Xiance, former governor of 


Jiangxi province and deputy secretary . 


of the Jiangxi provincial party commit- 
tee, who was expelled from t 

and sentenced totwo yea 
attempting to shield: 









mt pe recorders 
worth US$600,000. . | 

While these cases may be only the tip 
of the iceberg, the use of civil courts to 
try party members is encouraging. In 
the past, offences by party members 
have mainly been handled secretly by 


the party, making it easier for well-con- 


nected offenders to evade punishment. 
The problems of such abuses of 

power and bureaucratism will be key to- 

pics at the CCP's 13th National Con- 


| gress in October, which will address the 
` issue of political reform. The difficulty - 
“will be to find a formula that does not 


undermine the party's monop 
ine i 
torical. 


oly of po- 
wer, nor its self-proclaimed his- 


Thel hands behind the bomb - 


i reign saboteurs are blamed fora spate of killings 


the attacks were directed at specific gov- 
ernment targets and no group or organi- 
sation claimed responsibility. The ter- 


- rorists leave no trace, making the iden- 


tification of the bombs’ origin difficult. 
Each major bombing has been preceded 


by hoax calls to divert the attention of 
security agencies. -> 

^ According to the police, the pattern. 
is to frighten people with tlie bombings 


and then orchestrate protests which 


project Afghan refugees as potential. 
| terrorists or hardened criminals. Last 
| year, a similar campaign followed a 
| series of gruesome murders which were 


pinned on Afghan refugees in popular 


?belief. Recently, the Punjab police ar- 


rested a psychopathic killer — a Pakis- 


tani — who admitted to the murders, 


leading to the conclusion that last year's 


protests were part of a Soviet-inspired 
disinformation effort. 

Karachi and several other cities. 
closed down completely 
mourning following the recent ex- 
 plosions. Demonstrations demanding 


for a day of 


stricter controls. ¢ over T Afghan ae 





mission to lead me Chinese peo- 







€ Shing for more than a 
which has involved per- 








year, a strugel 


| sonal and generational conflicts as well 


as widening ideological differences" 
within the leadership. 


While the base of support for radical.| - 


reform in the party may be broader than 
many analysts suspect, the conserva- 
tives succeeded in their primary aim of 
securing from elder statesman Deng 
Xiaoping and Acting General Secretary 
Zhao Ziyang an explicit rejection of 
Western-style democratic reforms and a 
renewed commitment to the four basic 
principles of the party. 

A seven-year-old speech by Deng, 
outlining the need for reforms but not 
the means to achieve them, has been re- 
suscitated to serve as the guiding docu- 
ment for political reform at the 13th 
congress.. With radical political reforms 
ruled out, the need for alternative “bold 
but discreet" (as Deng put it) solutions 
to the problems of abuse and over-con- 
centration of power is even more ur- 
gent. | 

But the party remains hostage to the 
need to meet continually rising material 





expectations, while cynicism grows with 


each lapse from the communist ideal of 
selfless leadership. An expanding econ- 
omy and wider availability of consumer 
goons has created new opportunities for 


were also organised in all provinces. To 
indicate that the government is serious 
about tackling the situation, President 
Zia-ul Haq rushed to Karachi while 
Prime Minister Mohammad Khan 
Junejo returned home from Japan, cut- 
ting short his foreign tour which was to 
take him on an official visit to South 
Korea. Zia reaffirmed Pakistan's Af- 
ghan policy, declaring he would not be 
deterred by "foreign-backed subver- 
sion," but no new measures were an- 
nounced to improve law enforcement. 


T government has so far refrained 
from blaming the Soviet Union direct- 
ly for terrorist activities, pointing its fing- 
er only at the KGB’s Afg an counterpart. 
Officials say terrorist pressure has in- 
creased since former Khad chief 
Najibullah took over as president of the 
Kabul regime. But identification of 
Khad as the source of terrorism is no 
consolation for the average Pakistani 
who is indignant over the security agen- 
cies’ failure to track down individual 
saboteurs. Opposition leader Benazir 
Bhutto accused the authorities of shut- 
i ir eyes to the activities of armed 
foreign groups “because it suits the gov- 
ernment to create a sense. of insecurity 
among the people." 

The Karachi bombings came within a 
week of an armed clash between two 
groups of Iranians resident in Pakistan | - 
— one supporting Ar olah Kohmeini | 
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abuse. Bribery cases are becoming in- 
si Koipea, or at least more 
widely rted, with some involving 


hist ranking officials such as Ni. 

On 3 July the party Central Discip- 
line Inspection Commission (CDIC) an- 
nounced — with fanfare and editorials 
— that “from now on” any party 
member who asked for or accepted a 
bribe would be expelled from the party, 
which suggested that even this mild 
sanction had not been universally 
applied to bribe-takers in the past. 

The CDIC railed against the wide- 
spread practice of extorting bribes from 
foreign businessman, though corrup- 
tion is increasingly common, or at least 
increasingly monetised, in domestic 
transactions as well. 


H igher-ranking cadres enjoy many per- 
quisites and privileges, particularly 
in housing, but the average annual wage 
for staff of government agencies and so- 
cial organisations is about Rmb 1,200, 
comparable to industrial workers but 
far less than some successful private 
traders and prosperous rural farmers. 
Party members who pledged to share 
weal and woe with the masses when they 
were young activists now complain they 
are not getting their fair share of the 
weal. 

The membership of the party now 
totals 46 million. Seventeen million — 
more than one-third — joined between 


and the other o ing him — which re- 
sulted in three deaths and the destruc- 
tion of several houses in a Karachi sub- 
urb. In an apparently well-planned ope- 
ration, commandos of the Teheran re- 
p attacked the houses of exiles be- 

nging to the dissident Mujahideen-e- 
Khalq organisation. Rockets, grenades, 
incendiary bombs and automatic 
Kalashnikov rifles were used in the at- 
tack which was seen by observers as evi- 
dence of terrorists’ easy access to 
sophisticated weapons. 

Although a Foreign Ministry spokes- 
man expressed the government's re- 
solve not to permit use of Pakistani ter- 
ritory for alien conflicts, no official pro- 
test was lodged with the Iranian Gov- 
ernment over its supporters' actions. In- 
telligence sources in Karachi told the 
REVIEW that they do not rule out the 
possibility of an Iranian connection in 
the 14 July blasts. Iranian actions are 
apparently directed against anti-Kho- 
meini exiles but they contribute as much 
to the Pakistani feeling of insecurity as 
operations mounted by the Khad. 

Pakistan's security agencies are in- 
adequately equipped to meet the ter- 
rorist threat. There is little coordination 
between the various intelligence organi- 
sations and the investigative methods of 
the police force are inefficient. Official 
corruption and Pakistan's social struc- 
ture itself militate against effective anti- 
terrorist measures. The arm of the law 
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1966 and 1976, the heyday of leftist in- 
fluence, and perhaps 14-15 million have 
entered since 1977. Its cellular com- 
mittees penetrate nearly every office, 
factory, organisation and neighbourhood 
in China, but its powers are nowhere 
legally defined. 

Abuse of power has “sabotaged rela- 
tions between the party and the masses, 
corrupted party prestige and 
brought about the resentment and 
anger of the masses,” according to a 
commentator in the 1 June issue of the 
party journal Hongqi. Party elder and 
conservative Chen Yun has called the 
question of party style “a matter of life 
and death” for the rule of the party. 

Given the size of the party and its un- 
trammelled autonomy, the lack of a 
strong legal tradition and the preva- 
lence of corruption in :mperial China 
and under Kuomintang rule, it is unsur- 
prising that abuses are widespread. 

party's historical solution to the 
roblem has been to strengthen 
ideological discipline. But for those re- 
quired to go through it, ideological edu- 
cation is a sterile and tedious chore. “No 
one likes to read the articles and no one 
attends the lectures . . . and we cannot 
blame them," said a China Youth News 
commentator on 21 od "The pedantic 
airs people put on and the Cultural Rev- 


olution language used in articles merely 
provoke disgust." 
Many students at Tianjin University 
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report in February. Others said they | 


understood Marxism to be a synonym | - 
for leftism, and that studying Marxism- | - 
Leninism just meant repeating the prac- — 
tice of “telling lies, talking big, and ut- 
tering hollow words. " 

The party cannot abandon Marxism, 


the ultimate basis of its claim to legiti- |. 


macy, but ideology has become largely : 


irrelevant to the lives of even most party | - 
members, not to mention the general | 
public. A survey of 129 leading cadresat | — 


and above the county level in Zhuzhou, - 
Hunan showed that many lacked evena © 
basic knowledge of Marxism-Leninism. 
More than half failed the examination, 
getting less than 60 marks. Only 10 
papers, got marks above 80 and one 
earned a dismal score of only 7, accord- — 
ing to a report in Hongqi. i 
College-educated cadres did m | 
nally better — 35 out of 69 passed. 
educated cadres tended to dismiss the 
survey, explaining that they had studied 
these questions in college and could, if 
necessary, memorise the answers again. — 
A significant number frankly stated © 


they had no interest in ideology. “Study | 


of theory cannot win any gold medals, — 


create any value, or have any economic j| 


results," a deputy factory director said. | 
“It is useless." | 


filiates. The group's manifesto criticised — 
the Zia-Junejo government and en- | 
dorsed a foreign policy closer to that of — 
the Khomeini regime. | 
The Shia poe grouping could 
mobilise public protests against any | - 
government move aimed at under- | 
ound Iranian activities. Instead of - 
olding the Teheran regime responsible | 
for the attack on its opponents, pro- | 
Khomeini activists and newspapers | — 
have called for the expulsion of Iranian 
dissidents, blaming their presence for 
the worsening security environment. 


Sunni extremists, on the other hand, |. 


support the anti-Khomeini factions, | 


. leading officials to concede that law en- 


^4 forcement against either side could |. 





usuallv does not reach the influential, 


enabling saboteurs to evade security 
precautions either by posing as officials 
or through powerful connections. 

The compulsions of domestic politics 
also hamper progress in identifying and 
prosecuting members of Iranian or Af- 
ghan terrorist networks. There is consi- 
derable support for Iran's Islamic rev- 
olution among Pakistani Muslims and 
members of the Muslim minority Shia 
community act as a pro-lran pressure 
group. Just two days before the 8 July 
attack on Iranian dissidents, a large Shia 
convention in Lahore had decided to or- 
ganise a political group for the sect's af- 


exacerbate sectarian tensions. 

The trail of the alleged Khad 
saboteurs is more difficult to follow than 
that of the Iranians and often leads to © 
either outside Pakistan or to leftwing 
political parties within the country. In- 
volving foreign investigation or intelli- 
gence agencies is ruled out for fearthat 
it would provoke resentment. 

Many educated Pakistanis are criti- 
cal of their government's close links 
with the West and further collabora- 
tion, even if directed against terrorism, 
would arouse sensitivities. Senior police 
officials say their hands are tied by poli- 
tical considerations, which have added 
to police inefficiency in dealing with the 
bombings. Oo 
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Nayan Chanda in Washington 
‘he arrest of a Pakistani in the US for 
allegedly attempting to illegally ex- 
a special steel alloy, apparently in- 
ded for Pakistan's nuclear-weapons 
gramme, has triggered a congres- 
1al demand to cut off aid and put US- 
dstan relations to a severe test. 
e Pakistan's crucial role in the Af- 
. war against the Soviet occupation 
es a total aid cut off unlikely, 
vertheless, Islamabad will now face 
| pressure to provide verifiable as- 
ce of the peaceful nature of its nu- 
rogramme. 
n 10 July the US district court in 
adelphia charged Arshad Z. Per- 
akistani resident in Canada, 
attempting to illegally export 
J0 Ibs of maraging steel to Pakistan. 
pecial steel is used in centrifuges 
nrich uranium for weapons use. 











wo US and a Hongkong business- 
were indicted in Sacramento, 
alifornia, for. E ally exporting to 
kistan. nearly US$1 million of elec- 
Onic équipment which could be used in 
nuclear devices. 

The shipment of the electronics oc- 
urred.in 1982-83, and only-came to 
light after the supplier, who had become 
uspicious, contacted the US Com- 
merce Department. However, the at- 
'mpted export of the special steel took 
place after Pakistan had given an assur- 


\PUA NEW GUINEA - 


Bailey Ericson in Port Moresby 


"A ackroom bargaining dominated 
we Papua New Guinea politics as out- 
ng prime minister Paias Wingti and 
position leader Michael Somare vied 
Or support to form a new government 


bers. . game. as support . was 
artered and portfolios — 
crative- accompanying per 


the 13J une-4 July polling and a 
ek of counting, Somare's Pangu 
emerged once again as the largest 
the 109-seat parliament — but it was 

the greatest loser, being. cut back 


h Somare immediately made. in- 





ollowing week, in an unrelated - 


he wake of then nation's third geneal | 


35 seats at dissolution. to 26, 


| ipted illegal exports strain US-Pakistan relations 


a that it had no weapons program- 
The US administration had used 
the assurance, as well as the argument 
that conventional arms aid was a disin- 
centive to Pakistan to make.the bomb, 
to carry on aid despite some congres- 
sional opposition. These recent dis- 
coveries have weakened the administra- 
tion's position. | 
The Philadelphia court records show 
that in November last year, just after 
President Reagan had provided to con- 
gress the annual certification that Pakis- 
tan did not possess nuclear devices (re- 
quired by law before providing aid to 
Pakistan), Carpenter Steel Corp. 
alérted the. Customs Department about 
Pervez’ request to buy maraging steel. 


The company informed US Customs be- 
cause in May 1985 it had stopped a sale 


of the same product to Pakistan. 

A seven-month-long investigation 
followed during which Pervez offered 

US$3,000 bribe to an undercover agent, 

who was posing as a customs official, to 
supply an export licence for the prohi- 
bited item. In the court records Pervez 
emerges as an amateur, small-time dealer 
more interested in making a profit than 
obtaining the steel. He initially told the 
agent that the steel was for making tur- 
bines and compressors, but later admit- 


| ted that it was for use in the: ‘gas cen- 
trifuge enrichment plant in K 
| Canadian poe search of his office and 





room bargaining - 


li | dicam uncertain as rivals vie to form coalition 


| flated claims of support from indepen- 
| dents. 


Wingti's People’s Democrtatic 
Movement (PDM), a splinter Pangu 
group which formed around him when 
he broke with Somare and then toppled 
him from the prime ministership in 
1985, held its own — dropping two seats 
initially to 18 and then immediately 
picking up. an independent. 

But Wingti's overall strength fell off 
sharply when his major coalition part- 


ner in the previous government, outgo- 


ing deputy prime. minister: Sir. Julius 
Chan's People's Progress Party, crash- 
ed at the ballot box, falling. from 13 to 
six seats. 

Somare's political experience show- 


| ed as he immediately stole the ini- 


when the executive- body 


under. - 






par 
pondence with his Pakistani prir : 
The Pervez case has provoked sharp 
reaction from both the administration 


and the congress. State Department de 
| spokesman Charles Redman said the | - 


administration took seriously its re- 


| sponsibilities under a 1985 amendment 
introduced by congressman Stephen 


Solarz. The amendment, one of four 


laws governing the US nuclear non-pro- | E 


liferation policy, requires the adminis- _ 
tration to cut aid to any non-nuclear 


| weapons state which illegally exports 


from the US any materials which would 
“contribute significantly” to that coun- 


| try's bomb-making capability. 


Redman said: “We cannot and will 


not tolerate any clandestine and illegal 


effort to circumvent our export control 
laws.” Pakistani ambassador to Wash- 
ington, Jamshed Marker, was called to 
the State Department to be told of the 
administration's | “serious concern.” 
Under-Secretary of State Michael byline 
cost “virtually read him the riot act,” 

dee official told the REVIEW. 


arker reportedly - denied official 
Pakistani involvement, but said 


| that non-proliferation concerns should 
not be directed only to Pakistan when 


India had also developed a nuclear 
capability. India's nuclear capability is. 
an important reason why the non-prolif- 
eration lobby has not won broad sup- 
port for actions against Pakistan. 

The other, and the more important 
consideration, has been Pakistan's cru- 
cial role in supporting the guerillas in 
Afghanistan. Some officials indicated 
that, aside from the stern warning to 
Pakistan, the administration is unlikely 
to be pressured. to cut off aid to Pakis- 


tiative and declared he had the support 
to form a new government even before 
counting finished. Somare led the coun- 
try to independence in 1975 and has 
emerged at the head of a coalition gov- 
ernment after both subsequent elec- 
tions — only to be overthrown mid-term 
both times by his deputy. i 

Wingti was left silent as voting in 
his highlands power base was disrupted 
by his rivals’ volatile supporters, who 
beseiged and closed down several local 
tally rooms, while Somare suceeded in 
creating an aura of success. 


e reaffirmed his partnership with 

the seven-seat Melanesian Alliance 
(MA) of Fr John Momis, welcomed 
avowed socialist Utula Samana and the 
three other members of Samana's 
Morobe. Inde rud Group. into. the 








ed ede for ‘National eyes 


another Pangu splinter group. And 
of the 
Highlands-based National Party (NP), 


dts. new d ader, 






coffee. mil- E E 





tan, especially since the sup- 
port for the Afghanistan re- 
sistance remains a highly 
popular issue on the Capitol 
Hill, and only a handful of 
lawmakers genuinely care 
about non-proliferation. 

However, there are signs 
that past pany for Pakis- 
tan’s worry about India’s nu- 
clear capability is wearing 
thin. Staunch supporters of 
the Afghan resistance who 
have always given Pakistan 
the benefit of the doubt on 
nuclear issues were dismayed. 
Congressman Charles Wilson 
and Sen. Gordon Humphrey 
expressed concern, and Sen. 
John Glenn said: "I simply re- 
fuse to sacrifice our global 
non-proliferation objectives 
on the altar of Afghanistan." 

Outside observers stress that the evi- 
dence sets it apart from past reports of 
Pakistani smuggling of sensitive tech- 
nology. “It is no longer a question of 
pan reports quoting unnamed sources, 

ut the US Justice Department bringing 
charges against a Pakistani agent for 
violating US law,” says Michael Spec- 
tor, a non-proliferation specialist with 
the Carnegie Endowment for Interna- 
tional Peace. 

Solarz condemned the “outrageous 
violation of our laws . . . [which showed] 
an arrogant disdain for the promises 
Pakistan officials have repeatedly given 
concerning their nuclear programme 
and procurement policies.” 

Asked if his call for aid to be cut off 
might not jeopardise Pakistani support 
for the Afghan guerillas, Solarz told the 
REVIEW that that might be a “very un- 


lionaire Michael Mel, announced the 
defection of its 13 members from the 
Wingti coalition, Somare announced he 
could now lay claim to 60 members and 
history appeared about to repeat itself. 
Mel denounced Wingti's “dictato- 
rial” style of leadership and the alleged 
communist sympathies of one or two of 
his lieutenants, and successfully bar- 
gained for the deputy's job in the So- 
mare coalition and six ministries for his 


par: | 

ut cracks began to appear im- 
mediately as the NP caucus, many of 
them close friends of Wingti, began de- 
manding an accounting of their execu- 
tives' actions and pressure groups in the 
Highlands demanded the party support 
Wingti as prime minister. 

Meanwhile, outgoing foreign minis- 
ter Ted Diro, whose People's Action 
Party doubled its numbers to six, 
emerged at the head of a strong south- 
ern regional block, combining indepen- 
dents with smaller parties and pledged 
20 votes to Wingti, with the promise of 
several more to come. 

Wingti's staff confidently predicted 
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fortunate" outcome, but “I think it 
would be even more unfortunate if we 
totally abandoned our non-prolifera- 
tion policy and in the process allowed 
the violation of our law." He added that 
a US cutoff would not necessarily mean 
that Pakistan would change its policy of 
Mise the Soviet occupation of Af- 
ghanistan. “They are not doing the US a 
favour; it is in their interest to see the 
Soviets removed from Afghanistan,” he 
said. 


he State Department legal advisers 

have said that Reagan must wait 
until the court verdict, not expected 
until autumn, before he can make a de- 
termination on whether the Pervez af- 
fair affects US national security and 
non-proliferation policies. But the So- 
larz amendment might pose less of an 
immediate threat to US aid to Pakistan 


that the majority of the NP and several 
independents claimed by Somare were 
also, in fact, in the Wingti camp. 

"Somare is still in oppasinon and had 
better get used to it," Wingti declared in 
one of his rare comments to the press. 
PDM secretary-general Nahau Rooney, 
who had lost her own seat, accused So- 
mare of the “desperate manipulations 
of a man obsessed with the desire for 
personal power at the expense of 
everyone else." 

Somare in turn accusec Wingti of 
trying to Es and poach votes." Be- 
tween them, the two sides were claiming 
a total of 111 supporters :n the 109- 
member house. 

The final outcome will remain in 
doubt right up until 5 August when the 
new parliament meets and members ac- 
tually vote for a new prime minister and 
opposition leader. And with the large 
number of self-interested groups in- 
volved in whatever coalition is in power, 
analysts predict it will be only a matter 
of time before the inevitable first no- 
confidence motion as the various groups 
manoeuvre for more power. | 


than the Symington amend- 
ment which calls for an aid 
cutoff to any country import- 
ing enrichment* material for 
facilities not covered by inter- 
national safeguard arrange- 
ments. 

In view of a sense of be- 
trayal, congressmen now 
might not agree to approve 
continuation of a waiver 
under the amendment that 
expires on 1 October without 
concessions from Islamabad. 
An administration source 
told the REVIEW, “we cannot 
rule out the possibility of a 
cut off. The best we can hope 
for at this stage is that con- 
gress will renew [the waiver] 
for one year.” 

Solarz said that one way 
out of this dilemma would be for Pakis- 
tan to “give us meaningful and reliable 
assurances that itis no longer engaged in 
making fissile material." He hinted that 
such an assurance needs to be backed by 
some arrangement that. would enable 
the US to monitor the Pakistani enrich- 
ment programme. When Armacost 
visits Pakistan later this month, he is ex- 
pected to press for some arrangements 
as condition for continued US aid. 

Meanwhile, Spector says that the ad- 
ministration should seek a way to limit 
Pakistan's enrichment of uranium to 
weapons grade. In a letter to Reagan in 
November 1984, Pakistani President 
Zia-ul Haq pledged it would respect the 
US-requested limitation not to enrich 
uranium beyond a specified limit. Last 
year, however, a newspaper report 
quoting US intelligence sources said 
Pakistan went over that “red line.” @ 





sà 

















|i James Clad in Naga City 
n 16 July Philippine President 
"Corazon Aquino attended another 
gional consultation conference," this 
ein Camarines Sur, the largest ‘of six 
ces comprising southern Luzon's 
region. The largely ceremonial 











; with a background of political 
'elling that is also unsettling other 
ns in this nation of 7,000 islands. 
Bicol's 4.1 million eople and 17,630 
ave their fair share of problems 
g government attention. Until 
typhoon weather brought some 
licol's six provinces were suffer- 
m drought. Roads and a century- 
iy to Manila have deteriorated 
AERONA prices remain un- 






















































By Emily Lau in Hongkong 

More organisations have declared 
ngkong's law-making body, the 
pite heavy lobbying by Chinese offi- 
s and local pro-Peking elements op- 
ed to such a move. Political obser- 
s say pressure from Peking has in- 
sed some people, who deplore such 
erference 10 years before China re- 
ers sovereignty over the territory. 
,egco, consisting largely of govern- 

-appointed members, debated the 
e on 15-16 July. Most members sup- 
direct elections in principle but 
divided on timing — whether to in- 
luce them next year or later. The 
cutive Council (Exco, the highest 
ymaking body) is. also split, with 
nembers having deep reservations. 
o O. non-government mem- 
ho also sit in Teo industrialist 
en Lee and Chiu Hin-kwong, are in 
our of introducing a small number of 
elected members to Legco next 
ew is ees to be shared 





3 ; "Thomas. 
| er Lydia Dunn has 
principle of direct elections but has 


layed until after 1988. 


lation of local issues contrasted | 


fi their support for direct elections to . 


islative Council (Legco) next year, 


both sides by sup pporting | 
aid their introduction. should be de- i 


A Hongkong has come a long way ie 
the: debate on direct elections began in - 
85. Even staunch opponents now | 


raditional polticlans vi vie to regain nold influence 


steady. Acting Camarines Sur Gover- 
nor Luis Villafuerte told the REVIEW 


| that three-quarters, of the families in his 


province, Bicol’s richest, earn less than 
P2,000 (US$100) a month. 


Poverty, military excesses and long- . 


term. government neglect have also 
helped entrench the communist New 
Peoples Army (NPA) in Bicol. Publicly 
the military says 37% of Bicol's 3,451 


-barangays (village units) fall. under | 
NPA influence; privately senior officers - 


say 50% is closer to the mark, especially 
in Camarines Sur, Albay and Sorsogon 
provinces. Attacks occur almost every 


week. Earlier this year the NPA dealt 


the neglected railway another blow, 
ambushing a troop train for the first 


talk and no action 


egislators endorse principle of direct elections 


pose no objection in principle, but have 


tactically switched the débate to the - 
question of timing. One notable excep- 
tion is Legco member Helmut Sohmen,. 


son-in-law of pro-Peking business mag- 
nate Sir Yue-kong Pao. 

Sohmen has said that "political 
equality is wonderful but does not 
guarantee the weekly pay cheque” and 
he questions whether democracy would 
produce political leaders acceptable to 
the majority of the population. Other 
members of the financial community 
say they have no objection to demo- 
cracy so long as Peking approves. 

Opponents of direct elections in 1988 
argue that since many Hongkong peo- 
ple are politically immature and naive, 
they should not yet be entrusted with 


the vote. They also stress the need for 


political reforms to "converge" with the 
Basic Law, a mini- constitution for 
Hongkong after 1997. 

Pro-Peking people admit that con- 
vergence means following. the dictate 
of the Basic Law. A journalist at a com- 
munist newspaper in Hongkong said 


that since the signing of the Sino-British 


Joint Declaration — the agreement on 
Hongkong's future — in 1984, China 


has had reservations about allowing 


local people to administer Hongkong. 
Pronouncements by senior Peking 
officials warning against direct elections 


before the promulgation of the Basic 


Law in 1990 have been Pepe by 


be d 2 pur after 1997. 





ere, as elsewhere, land hunger has be- 
come a key issue. But Camarines Sur 
deputy governor Julian Napal said Bicol 
had only three landed estates exceeding 
2,000 ha and that any plan to carve up | 
existing smaller farms would enrage — 
landowners, aghast already at sugges- 
tions of a 7 ha retention limit. “They are 
not in a light-hearted mood," Napal 
said. Villafuerte, who served in 
Aquino’s first cabinet after the Feb- 
ruary 1986 change of government, 


cautioned Aquino “not to acs land 


reform. 


1 quino’ s 16 July meeting with Bicol 
V notables identified electric power 





charges, ruined roadways, scarce credit 


and the NPA as Bicol's four “major is- 


sues." But the sessions had a rehearsed 


tone. Only once did a participant, a 
local farmer, come close to venting local 
sentiments: to be credible, he told 
Aquino to her face, any redistributive 


some Legco members as threatening 
and intimidating tactics, and they have 
urged local people not to be silenced. 
One significant development is the 
finding by a Hongkong General 
Chamber of Commerce survey. A 
source at the chamber said a majority of 
the respondents in the almost com- 
pleted survey “are powerfully in favour 


| of democracy,” and want at least a small 


number of directly elected seats sooner 
rather than later. 

A senior Hongkong Government of- 
ficial said China's position on the intro- 
duction of direct elections next year re- 
mains unchanged. 

Britain's position remains obscure. 
In 1986, the feeling in London was that 
even if direct elections were introduced 
in 1988, they should replace the 12 
members chosen by an electoral college 
made up of district boards and the two 
municipal councils. Another 12 mem- 
bers are indirectly elected from func- 
tional constituencies. 

This would keep down the number of 
elected members to no more than those 
now indirectly elected and which would 
show Peking that direct elections would 
involve minimum change. London's ul- 
timate fall-back position, should China 
remain completely intransigent, could 
well be the one of approving direct elec- 
tions in principle but postponing their 
implementation. _ 

Against the backdrop of numerous 
olitical uncertainties, one thing that is 
ecoming increasingly clear is that even 

if direct elections were introduced next 


year, they would just be token represen- 


tative government, since power would 
lie in the hands of the chief executive 
and his senior officials, who, under the 
terms of the Joint Declaration, would 








| against 





- “top layers of government. ” Aqu 
family owns a 6,100 ha run haciendai in 
central Luzon. = 
Tf Bicol’s problems. mirror those of 
[.ethe country at large, so do its politics. 
Traditional -. politicians here have 
scarcely paused for breath since spend- 
ing and in some cases cheating their way 
to victory in congressional elections on 
11-May. The results torpedoed Vil- 
| lafuerte's attempt to control most of 
. Bicol's 14 lower-house seats; even in 
Camarines Sur only two of the pro- 
. vince's four new members of congress 
are likely to take ordersfrom him. How- 
ever, Villafuerte's grip is tighter than 
Bicol's other governors though all face 
local elections, probably in early 1988. 
| Villafuerte meanwhile has been 
| feuding with local Philippine Con- 
| stabulary (PC) commander Col An- 
Quiaoit. Villafuerte has told both 
: Luzon Armed Forces of the 









T Gen. Antonio Samonte and PC regional 
commander Brig.-Gen. Luis 


| BANGLADESH 






ypines (AFP) commander Maj.- | 


San 





titioned AFP chief of sta?f Gen. Fidel 
amos for Quiaoit's removal. 


Aquino's by-invitation-only panier: 


ence won contemptuous dismissal from | 


Villafuerte allies who said its organisers 


| came from a narrow band of “anti-— 
. Cory" (by which they mean “anti-Vil- 
lafuerte") people. Outside the well- 
guarded conference, detractors pic- 


keted the home of the organising com- 
mittee chairman Leonardo Legaspi, the 
local Roman Catholic archbishop.. 


Another conference organiser, Jack. | 
Arroyo, the brother of Aquino's Execu- 


tive Secretary Joker Arroyo, also came 
under criticism for being too "close" to 


Villafuerte said. A balimbing is a many- 


sided fruit, a metaphor for a political 


opportunist. 
Given this uproar, what — if any- 


thing — will result from Aquino's con- - 


sultations? Villafuerte thinks very little. 


Socking it to the soldi diers 


-The military's role raises the opposition s hackles 


By s. Kamaluddin in Dhaka 


he passage of a controversial local 
administration bill by parliament on 


12 July sparked off immediate protest 


demonstrations and strikes — mainly by 


unionists and students — lasting for two. 


| days. Emboldened by their success on 
— the streets, the opposition parties have 


also planned a three-day strike ending 


on 24 July. The issue uniting the opposi- 


tion's ire centres on a provision in the. 


bill that allows military representatives 
to sit on the boards of the rural district 
councils (REVIEW, 23 July). 

Although this was by far the most 


significant and seemingly united move 
by the two major opposition alliances, | 


the decision for the joint action was an- 
nounced separately by the two groups. 


We prefer to “unite on the streets rather . 


than at a meeting," said Khaleda Zia, 


Party (BNP), which leads a seven-party 
alliance and is supported by five other 


leftwing parties. The BNP-led grouping - 


boycotted the parliamentary elections 
I in May last year and has since been de- 
 manding President H. M. Ershad's re- 
signation, to be followed by fresh 
. parliamentary polls. 

|. :However, 
the government has 


chief of the Awami League, which in 
turn leads a grouping of eight opposi- 


tion parties. Apparently, Hasina wants | 
| to strengthen. her pariy s image which 





Delhi, 


| gress party. 


 trivalriesareovershadowed 


| opposition groupings. Ac- 
chairman of the Bangladesh Nationalist - 


the current offensive - 
been |. 
spearheaded by Sheikh Hasina, the 








suffered because of its last-minute par- 
ticipation in the elections last year. At | 


that time, the nd and its allies alleged 


‘had Md a tacit deal with the 
Ershad regime. The Awami League 


|. openly pursues pro- -Indian policies and 


is believed to maintain close political 
ties with the Indian Con- - 


In Bangladesh, party 


by personal animosities |j 
among leading politicians. || 
On 14 July Hasina hastily | 
announced the anti-gov- 
ernment agitation without 
consulting her alliance | 
partners, let alone other | 
cording to an Awami. 
League sou ‘ce, Hasina | 











took the initiative because ake was. con- 
vinced that rival Khaleda was gaining 
popularity by sticking to the persistent- 





demand for Ershad’s resignaticn. More- 


- over, Khaleda's accusations that Hasina” 
and her followers were acting as the gov- 


ernment's *B-Team" werecausin gprob- 
lems within the Awami League: 






es that Quiaoit must go. Taking | 
: their ‘cue from. Villafuerte, 


| lesser- 
Camarines Sur officials on 21 May 


ap 
he grumbled about the net ] 


col's wrangles help illustrate 


` simply find the PC and other mili 
. ficersan obstruction (REVIEW, 2€ 
to their own patronage ambit 

the former regime. “Jack Arroyo is the | 
| number one, super-balimbing in Bicol,’ 


this means a respite from - 


| with upraised arms) is less clear. 


| ing from parliament “ "when th 


. the National Awami Party. s 


: option but to follow her line. 


| support each other in the event of eith 
ONES being involved in armed 


| cent weeks geared up to meet the oppo- 
| sition challenge. In their rallies, top J 
er the past year, Khaleda had also | | 
| been urging opposition MPs to resign 
their seats and take to the streets against. |. 
Ershad. Hasina had steadfastly resisted | 
these calls. However, this time around, | 
Hasina herself has talked about resign- | 


| opposition's attempts which they cl: 


fand on how effectively the a au 0 


















fect of a presidential order decl 
drought-parched Bicol ‘a “calar 
area” several months ago. Hessa 
asked for 55,000 large baskets 
rice, but that beets 800 had arrivi 

Although intensely paroch 










settled Philippine local politics rer 
Ramos has received similar pe 
about the PC from Regions Il 
eastern Luzon) and IH (central 

Aquino’ s younger broth 
"Peping" Cojuangco must fie 
that his allies in. Tarlac and Pamp 














Aquino used the Bicol tr 
nounce that she would. rem 
from the local elections, bu 









Manila newspaper columnist calls 
pit politics” (a reference to Aq 
posing for photographs with cand 































comes." : 


met some ire A from two vis e 
lied with the BNP — the pro-Mosco 
Communist Party of Bangladesh 








stuck to her guns, the doubters had n no 


Some observers see.an. Indian hat d 
behind the sudden hard line taken by 
the. Awami League towards the Ershad 
overnment. Under a 25-year Indo- 
angladesh friendship treaty signed in 
early 1972, the two sides are obliged tc 











, tilities with | a third 






edi turns. ine a mi 
armed conflict. . 
do 






However, | 





Dern at log 
(the. milita 











able: to. call the shots" it will try o 
vent her from coming to power. Th 
fore, she has tried to take advantag 
the district-councils bill. 
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ers have urged the public to foil-t 






will disrupt the economy throug 
tions and work stoppages, } 
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y Frank Viviano in San Francisco 


or 50 years, the Asian component in 
American film production could 
ve been summed up in a single 
me: James Wong Howe. A Guang- 
ng-born cinematographer whose 
er lasted from the 1920s to 1970s, 


ition at Warner Brothers. 
ie was the rare exception to a 
‘historically governed US mo- 
tures. Asian-Americans were al- 
never behind American cameras, 
n the few occasions that they step- 
in front, it was in the role of servile 
lets, brutal Japanese military officers 
fawning laundrymen. Even Charlie 
an, the big screen's celebrated 
Jriental detective, was played by a 
Caucasian, Warner Oland. 
Today, that era of near-invisibility is 
ielding to a boom in Asian-American 
independent film production. Centred 
400. miles north of Hollywood in San 
Francisco. the most Asian of US cities, 
its stars are young, imaginative artists 
who increasingly work — and seek 
funding — on both sides of the Pacific. 
Their efforts are attracting the attention 
Of the same Southern California moguls 
who. all but ignored Asian-Americans 
for half a century: 
Inthe past three years, Academy 
Award nominations have gone to San 
Francisco native Arthur Dong for Sew- 
ing. Woman, a touching account of a 
:antonese garment worker's 25-yearef-. 
ort to finance her entire family's emi- 
ration to California, and to Steven 
kazaki for Unfi inished 
Hsiness, a documentary 
n — Japanese-Americans 
ho were interned in US 
ravernment concentra- 
on camps during World 
ar H. Three Emmy 
\wards, the highest hon- 
r bestowed: on TV pro- 
ions, have gone to 
other San. Franciscan, 
nnie Ding. 
Chan is Missing and 
" Sum, by the Hong- 
g-born director Wayne 
, and The Great 
i China-born and 
wan-brede Peter Wang; 
have packed :commercial 
movie houses in North 
America, Europe and 
Asia. Both men base their. 
production companies. in e 
the San Francisco Bay Area |? 

















ve worked his way up from being a 
r at the Beverly Hills Hotel to a 





Charlie Chan to 
1 cinema 


and draw upon the local Asian Ameri- 
can Repertory Theatre for their casts. 
Works by these and other San Fran- 
cisco Asians are now regularly screened 
at the world's top film festivals, and on 
the heels of their independent successes 
the hottest of the Golden Gate's young 
directors are being courted by folly- 
wood studios. "It's not quite the Gold- 
en Age yet, but there's no question that 


" Asian-American film and video are en- 


Joying an unprecedented burst of crea- 
tive activity," says James Yee, execu- 
tive director of the San Francisco-based 
National Asian American Telecom- 
munications Association (NAATA). 
“For the first time," Yee points out, 
"financial support is available for pro- 
duction. Although the amounts remain 
| modest, it's noteworthy that Wayne 
| Wang has been able to raise money 
from Hongkong investors in San Fran- 
cisco and that Okazaki can find money 
in Japan. There's a great fascination in 
America with Asia, as well as with 
‘hyphenated identities’ — being Ameri- 


can and something else. All of these - 


things have converged to help Asian- 
American film come of age." 

The evolution of Yee's own organi- 
sation dramatises that coming of age. 
NAATA grew out of a 1980 conference 
of Asian-Americans who were con- 
cerned by the absence — or stereotyped 
abuse — of Asian images in the US 
media. In 1982, the federally funded 
. Corporation for Public Broadcasting re- 
sponded to the conference's pressure by 
providing | US$134,000 to establish 





take control of their own image. 





NAATA, which was mandated to pro- 
mote and distribute Asian-American 
productions. “The idea," says Yee,e 
“was to encourage Asian- Americans to 
” Yee 
and his staff ran a highly publicised pro- 
test campaign against Year of the Dra- 
gon, a gangster film set in Chinatown 
which many in the Asian community re- 
garded as racist. 

By 1987, NAATA had an annual 
operating budget of US$180,000, much 
of it from private foundation sources, 
and 309 members, about 75% of them in 
California. Yee's office has played a key 
part in cultivating Asian-American film 
talent, and is itself the producer of a 
major TV project. NAATA's Silk 
Screen, a national series devoted to 
films that examine the interaction of 
Asian and Western cultural values, is 
entering its fourth season. 

Perhaps the most interesting creative 
development is:a tendency among San 
Francisco motion picture artists to work 
part-time in California and part-time in 
Asia. Okazaki's latest effort, Living on 
Tokyo Time. used a mixed cast of Ja- 
panese and Japanese-Americans to 


, explore the ambivalent relationship be- 
tween hyphenated Americans and their 


ancestral homelands. It involved film- 
ing, as well as financing, in both San 
Francisco and Tokyo. Lotus, the new 
film of Arthur Dong, the Bay Área's 
other Asian Oscar nominee, is jointly 
backed by the American Film Institute, 
Hollywood-based Paramount Studios 
and Hongkong's Clearwater Bay and 
Metropole Film Studios, among other 


companies. 


eter Wang's Great Wall, which is the 

biggest commercial success of the 
new Asian- American cinema, was shot 
and cast in San Francisco and Peking. 
The two-way traffic also carried director 
Allen Fong, a graduate of 
San Francisco State Uni- 
versity, from his native 
Hongkong to California for 
Just Like Weather. Fong's 
film explicitly dealt with 
the uneasy love affair of the 
| Asian-born and American 
| culture. 

A reflection of the in- 
creasing interest in Asian 
| filmsin the US is the World 
Theatre, a movie house lo- 
cated downstairs from 
Ocean City, the largest 
dim-sum restaurant in San 
| Francisco’s Chinatown... 
| Chinese-language theatres 
-are nothing new here; 
there are half a dozen 
| within a few blocks of the 

World. But none of its age- 
ing, utilitarian rivals can 
match the comfortable, 











m 


Scenes from Living on 


three-year-old World for ambiance. 

Worid's chief executive officer Lam- 
bert Yam, who was raised in San Fran- 
cisco and educated in Hongkong, says 
that his theatre's programming largely 
avoids the kung fu, softcore porn and 
slapstick selections that characterise the 
older Chinatown houses. “Instead, we 
are trying to introduce a local Asian au- 
dience to the best in Asian film. One 
reason that Asian-Americans are being 
drawn into filmmaking is that film in 
Asia is rapidly improving, especially in 
China and Taiwan, giving them incen- 
tives and new models." 

Echoing Yee's observations, Yam 
says that San Francisco is ideally suited 
to ride this international wave. "We're 
so close to the Far East that we can do 
continuous business with distributors 
there. l'm on the telephone to Hong- 
kong every single day." 

Some of that telephoning resulted in 
a Festival of New Chinese Films 
mounted in collaboration with China 
Film Export and Import, NAATA and 
a San Francisco municipal fund. Yam 
screened 10 films, including such criti- 
cally acclaimed and politically charged 
works as Yan Xueshu's /n the Wild 
Mountains, Huang Jianxin's The Black 
Cannon Incident and Bai Chen's Spring 
in Autumn. The festival played to stand- 
ing-room-only crowds. 

Yet the tale of Asian filmmaking in 
San Francisco is not limited to commer- 
cial crossovers between Asia and the US 
West Coast. Yam's wife, filmmaker 
Ruby Yang, is acquiring a reputation as 
one of the best young experimental art- 
ists in any idiom. This year, her White 
Passage won awards from the US Socie- 
ty for the Encouragement of Contem- 
porary Art and from the San Francisco 
Museum of Modern Art. 

Across town from the World Thea- 
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tre, at San Francisco State University, 
A Vietnamese San Franciscar is fast be- 
coming one of American academia's 
most controversial figures as a result of 
experimental filmmaking. In the ivory 
tower of anthropology, Trink Minh-ha 
is a dirty word. That says more about 
the achievements of this brilliant au- 
thor, schólar, musician, composer, 
poet, filmmaker and university instruc- 
tor than the dozens of internatiorial 
awards her films have won. 

Trinh's sin is that she makes her own 
brand of ethnographic documentaries 
— notably two impressionistic, jarring, 
seemingly unstructured films on every- 
day life in West Africa, where she 
travelled as an athropologist in the early 
1980s. Frankly subjective in form and 
content, these visual essays ask whether 
outsiders can ever reach objective con- 
clusions about the Third Word. They 
ridicule the swarms of academic 
filmmakers who descend, like so many 
camera-laden locusts, on the fields and 
villages of Africa, Latin America and 
Trinh's native Asia. 

Her most recent film is Naked 
Spaces: Living is Round, which The Vil- 
lage Voice proclaimed *a pagan rhap- 
sody." It followed Reassemblage, a 
work that nearly provoked fistfights 
when it was screened before the elders 
of the ethnographic film establishment 
at the 1983 Robert Flaherty Film Semi- 
nar in New York. 

Her deliberate intention, she says. 
"is to suggest that you don't know a cul- 
ture better by approaching it with an 
institutionalised or  professionalised 
background." Naked Spaces ends with 
an African proverb that sums up this 
judgment more succinctly. “When you 
bend down to examine someone's anus, 
someone is bending down observing 


yours." Oo 











Very good 
neighbours 


By Stephen Teo in Hongkong 
Me Hongkong filmmakers are 
normally a complacent, apolitical 
lot. They often shy away from social or 
political issues if these are expected to 
detract from the entertainment — 
hence box-office — value of their films. 
On the whole, the film industry has 
tended to conform with the censorship 
standards set by the government. Re- 
cently, however, representatives of the 
Hongkong cinema seem to be waking 
up at last to the risks of a newly drafted 
film-censorship bill, particularly a con- 
troversial clause which allows the gov- 
ernment to ban films on political 
grounds. As part of their lobbying effort 
for changes in the bill — deletion of the 
political censorship clause — industry 
insiders recently organised a special 
showing of two banned films, attend- 
ed by a group of ten legislative council- 
lors. 

The two movies, /f I Were for Real 
(1980) and The Coldest Winter in Peking 
(1981), were produced by Taiwanese 
companies. Both films were banned for 
political reasons. The clause in the new 
censorship bill simply calls for the ban- 
ning of films found to be “prejudiciabkto 
good relations with territories outside 
Hongkong." Although it is not spelt 
out, the insistence on political censor- 
ship reflects the Hongkgng Govern- 
ment’s sensitivity to its relations with 
China. 

It is well understood that the Hong- 
kong Government goes out of its 
way to please its northern neighbour, 
or at least, not to upset its govern- 


35 


ment. Hence, it becomes expedient 
for the Hongkong Government to ban 
films (especially those made in Tai- 
wan) that are*critical of the communist 
party and of recent historical events in 
China. 

What are the two banned films all 
about? If I Were for Real, directed by 
Wang Tong, features the popular Hong- 
kong pop star Alan Tam as Li 
Xiaozhang, a Shanghai youth sent to 
work in a labour camp in the coun- 
tryside. The year is 1979. Learning that 
his girlfriend is pregnant, he bribes the 
party official in charge of the camp with 
a bottle of maotai, and gets a 10-day 
leave. In Shanghai, he contacts his 
girlfriend but is given the cold shoulder 
by the girl's father who looks down on 
him because of his inability to get a 
transfer. 

That evening, Li walks past a theatre 
where he sees high-ranking party mem- 
bers and government officials getting 


privileged treatment from a fawning 
theatre manageress. He hits upon a dar- 
ing scheme, possibly meant as a prank, 
to get into the theatre by calling the 
manageress and passing himself off as Li 
Changcheng, the son of a vice-minister 
in Peking. His scheme works and gains 
impetus as his disguise is generally be- 
lieved. He is introduced to the party sec- 
retary and the deputy mayor of Shang- 
hak 


i gets the two men to effect his own 

transfer from the labour camp — a 
feat made possible, it transpires, only 
because of Li Changcheng's privileg- 
ed status and because the secretary and 
the mayor are old friends of his father. 

In the end, Li is exposed as an im- 
postor. As he is led away by the police, 
he cries: "What if I had been for real?" 





— à question that could be taken as a 
critique of a system of privileges and 
guanxi (connections) enjoyed by an 
elite of party members and their 
offspring in a supposedly classless so- 
ciety. ` 
The story of The Coldest Winter in 
Peking, directed by Bai Jingrui, unfolds 
over the 10 years of the Cultural Rev- 
olution. The protagonist is Shen Yifu, a 
young scientist just returned from Eng- 
land. Luo Ling, a female cadre attached 
to the Public Security Bureau, is as- 
signed to keep an eye on Shen and 
romptly falls in love with him. Shen’s 
ather is Shen Tao, a vice-minister in the 
State Council, identified as a member of 
Liu Shaoqi's “clique.” Shen's brother, 
Qiangfu, is a Red Guard at Qinghua 
University — a leader of the “Black 
Five” faction, whose deadly enemies 
are the “Crimson Gang,” another fac- 
tion of Red Guards. 
A sub-plot deals with Zhou Datong, 





an eminent intellectual of the Science 
Academy where Shen works. Zhou's 
early KMT links brand him as a target 
for the Red Guards. He is denounced by 
his own son — the leader of the “Crim- 
son Gang" — and is beaten up and tor- 
tured. Crawling home that night, his 
plight becomes even more unbearable 
as he is confronted by his youngest son, 
already brainwashed and singing the 
praises of Chairman Mao. “I cannot 
allow you to drink the poisonous milk of 
the communist party," Zhou declares 
and strangles the young boy. 

In the last half of the film, Shen's 
parents are killed as they resist arrest by 
officials of the Public Security Bureau. 
He ends up in a labour camp, where 
among other humiliations, he must cope 
with the advances of a homosexual. 
Upon the fall of the Gang of Four, he is 


Lo - I 


eventually freed and reinstated. Back in 
Peking, he TOM up the tragic pieces of 
his life and is finally reconciled with 
his lover Luo, imprisoned in a mental 
asylum. The film's coda could be sum- 
marised by the following line, spoken by 
an incidental character at the end of the 
film: *It is not only the Gang of Four 
that must be criticised but the whole 
communist system!" 


he filmmakers' treatment of their 
material is often unintentionally 
amusing. The anti-communist prop- 
aganda is crudely handled, the plots 
implausible, and there is little 
ychological insight as to the be- 
aviour of the characters, who come 
across as caricatured and exaggerated 
figures. Despite the propaganda — some 
critics may even say because of it — the 
two films are interesting melodramas. 

The banning of the two films seems 
hardly justifiable. There has been a 
steady flow of novels, known as “litera- 
ture of the wounded,” and films dealing 
with the horrors of the Cultural Revolu- 
tion coming out from China itself. 
Nonetheless, the Hongkong Govern- 
ment persists in the argument that poli- 
tical censorship is necessary. In the 
count-down years to 1997, relations 
with China are too delicate and precious 
to be jeopardised. Legislative Council- 
lor Martin Lee, the most vocal critic of 
the "political censorship" clause and 
who has seen the two banned films, feels 
that both films should be seen for their 
"educational impact." "Are these not 
the things that are repeatedly con- 
demned by the Chinese authorities 
themselves?" he asks. In point of fact, 
the script for /f / Were for Real is based 
on a play by three Chinese playwrights, 
which was published and performed in 
China. 

What is not clear is how far the "poli- 
tical censorship" clause extends? Will 
films that are critical of the US or Japan 
— both territories that are crucial to the 
economic well-being of Hongkong — 
also be affected? Lee claims that, as the 
bill stands, "the censor will not be al- 
lowed to exercise his own discretion." 
Instead, he must adhere to decisions 
made on his behalf, usually by the gov- 
ernor's political adviser, on whether to 
ban films which may affect Hongkong's 
good relations with other countries. 

A watchdog group organised by the 
film industry on the new censorhip bill 
has submitted a set of proposals and 
suggestions to the government. A state- 
ment of "principles" in the 20-page 
proposal indicates that the industry is 
resigned to “moral censorship on the 
grounds of sex and violence" but not to 
political censorship. 

AE the proposals is one which 
suggests that if the clause on political 
censorship is passed clean, "the decision 
to ban a film should be made by the 
Governor in Council as it is an issue at 
diplomatic level." 
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A Fleet or PrOGUCES 
that Work 
and Work 
and Work. 








People around the world may know only 
some of our products in aviation, space and 
information systems. But all who use them 
know that our products deliver solid value— 
that McDonnell Douglas products work and 
work and work. 

When Hong Kong financiers called for ar 
information system, we answered with one 
that makes them a part of a worldwide 
communications network that has remarkabk 
speed and accuracy. 

In Korea, our DC-10 and MD-80 jetliners 
are helping carry people and commerce, and 
our MD-IIs have been selected for the future. 
In turn, Koreans are helping us build 
helicopters for use in business in free nations 
around the world. 

When China asked for a fuel-efficient, 
reliable airliner, we delivered the MD-80 
—and helped set up a factory to assemble 
MD-80s for China in China. 

When Mexican satellites needed a boost, 
we sent those satellites into space with our 
dependable Delta rockets and PAM boosters. 

McDonnell Douglas and Japan work 





together on the world's most sophisticated 
aircraft. In Australia, our Vitek medical 
diagnostic systems based on space research 
are finding infections three times faster. 
Australian, along with Canadian and Spanish 
workers, help McDonnell Douglas build 
F/A18 Hornet fighters. 

Wherever aviation, space, information or 
healthcare systems are needed, industries 
and nations count on McDonnell Douglas 
to put the right package of products into a 
business agreement beneficial to everyone. 
And along with new technology and 
commerce, we deliver solid value— products 
that work and work and work. 


MCDONNELL DOUGLAS 


Military and Commercial Aircraft - Spacecraft and 
Missile Systems + Information Systems - 
Healthcare Systems - Helicopters 


Corporate Electronic 
Hexagon. Centralise the finances of yout 
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Decentralising management control has 
problems. Problems that arise because yo 
subsidiaries do not work to your schedules 
They may be in another time zone or lack 
the authorisation to make payments beye 
a certain level. 
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Hexagon gives you instant control over all 
your accounts and trade finance transaction 
— global, regional, or local. It allows yo 
to make transactions including payments à 
transfers, and gives you detailed statement 
of your daily financial activities. 
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Hexagon allows you to nominate which of 
= 3 your staff and subsidiaries can use the ` 
pepe 3 EE system. You may re-designate both access | 
au — — : : = power and signing authority whenever the. 
need arises. : 
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Hexagon also gives you and your delegates 
an ongoing status of all activities performed ' 
by your subsidiaries and staff. E 
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Hexagon is state-of-the-art corporate " 
electronic banking from the HongkongBank 
group, one of the world's major financial 
institutions, with over 1,300 offices in " 
55 countries. 
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To find out more about Hexagon, and | 
how it can help your company, contact the 
Hexagon centre at your nearest branch of = 
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CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 
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THE EXCELLENCE 
OF CROSS. 


EXACTING STANDARDS Key components of 
every Cross writing instrument are machined to 
the same degree of accuracy: one one-tbousandtb 

of an inch. Craftsman shown inspecting 14 karat 
gold fountain pen. VW MR. 
The result of over 140 yearsof 
dedicated craftsmanship in the art of. 
creating fine writing instruments is - 
readily apparent in every Cross. 

Our writing instruments meet 
standards of care and precision that 
are usually only reserved for the —— 
kv. A fine jewelry and time- . 
pieces, While there certainly are many © 
other brands of writing instruments - 
from which to select, there is only 
one Cross. Timeless design. Meticu- 
lous finish. Flawless mechanical 
function. Since 1846, our testament 
to quality guarantees that a Cross 

ssession is one for a lifetime. After 
all, at Cross, quality means forever. 


CROSS 


SINCE 1846 
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Shown above: Our 14 karat rolled gold ball point pen and mechanical pencil. 
.. All Cross writing instruments are unquestionably guaranteed against mechanical failure, regardless of age. 
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TRAVEL 


Foreigner in Peking: 'your big nose will open doors.’ 





Good and gushy 


lron and Silk by Mark Saltzman. Random House, New York. US$16.95 


here is an inverse relationship be- 

tween the time one spends in China, 
and the volume of words devoted to de- 
scribing that experience. After a week, 
one is ready to attempt a novel. After a 
couple of months, even taking on an ar- 
ticle seems pretty ambitious. At the end 
of two years one is chary of writing any- 
thing at all. 

Mark Saltzman is the exception to 
the rule. After teaching English at 
Hunan Medical College in Changsha, 
from 1982-84, he wrote an article for the 
New York Times Sunday magazine, 
based on his book, /ron and Silk, pub- 
lished early this year. I recall that the ar- 
ticle seemed self-indulgent and cloy- 
ingly sentimental, and was expecting 
more of the same from the book. After 
reading this collection of more than two 
dozen humourous and touching 
sketches of the Chinese, I was proved 
partly wrong. 

Despite studving Chinese literature 
at Yale University, Saltzman had little 
idea about life in modern China, a coun- 
try he imagined as “one big penal col- 
ony." The initial pages of the book are 
filled with rather predictable reactions 
of any first-time visitor to China — re- 
pulsion at seeing people spit, and frus- 
tration with the unfathomable Chinese 
bureaucracy — but he quickly adjusts to 
life in Changsha, demonstrating a re- 
markable ability to endear himself to his 
Chinese comrades. 

Naturally the Chinese view him as 
something of an oddity. Not inappro- 
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priately, he chooses E T as the topic of his 
first lecture on Western culture at the 
university. One of his first friends is 
Teacher Wei, a convivial woman in her 
70s who plies him with baijiu before his 
first lesson in Classical Chimese. Wei 
predicts that Saltzman will be embraced 
by the community: “You are exotic. 
Your big nose alone will open doors . . . 
you're a ‘model foreigner’.” 

Her words seem prophetic. Saltzman 
manages to apprentice himself to Pan 
Oingfu, a champion shadow boxer, an 
inscrutable master whose “eyes flash 
with exquisite violence" and who pum- 
mels a sheet of iron thousands of times 
daily with his bare fist. A renowned cal- 
ligrapher offers to teach Slatzman cal- 
ligraphy. A well-known local artist in- 
sists on producing a painted landscape 
for him. After spending the night on the 
boats with a fishing family, they plead 
with him to leave his university resi- 
dence and live with them. 


he book contains some hilarious 

episodes describing his encounters 
with the inherent contradictions within 
the Chinese bureaucracy. One day dur- 
ing class, he clobbers a rat with an Ame- 
rican College Dictionary. But when he 
carries the rodent to the rat collection 
office (along with his entire class and a 
bunch of curious onlookers who follow 
him like the Pied Piper) he is refused the 
standard reward of a mao (about five 
cents) for comrades who kill a rat. He 
learns from his students that paying a 


UPI 


foreigner for killing a rat Would be ad- 
mitting to a problem that officially had 
been eradicated. 

Saltzman resists the temptation to 
poke fun at the Chinese in their awk- 
ward attempts to grapple with Western 
influences, instead painting a charming 
picture of his hosts. Not surprisingly, it 
IS a picture in which the scars of the Cul- 
tural Revolution (1966-76) are on 
lightly sketched in. One of the only di- 
rect references to it occurs during a class 
discussion of an incident where many 
people drowned while swimming across 
the Xiang River in a show of loyalty to 
Mao Zedong. Here we are given a clue 
to the short memory of the Chinese 
when one of his students says: "Any- 
way, we have all seen terrible things. 
Why must we read about them?" 

At times Saltzman can be frustrat- 
ingly naive (he was 22 when he arrived 
in Changsha), and in parts the prose 
tends to read somewhat like a college 
essay. But a lot of the book's charm 
stems from Saltzman's ingenuousness, 
allowing him to make even the most 
trite observations and discoveries. 
Through him we learn about vanity, 
when his martial arts teacher asked him 
to touch up his bald spot in a photo- 
graph. We learn that the Chinese do kiss 
their children when they are asleep, and 
that too much laughing is supposedly 
bad for the digestion. 

But not all of Saltzman’s anecdotes 
are endearing sketches of the Chinese. 
Saltzman also deals with more sensitive 
issues, such as racism against black Afri- 
can students and the complications 
when a woman from the college com- 
mits suicide — a crime against the 
State. 

The book's weakness is that, as in the 
magazine piece, Saltzman seems too 
enamoured with the Chinese. He never 
seems to tire of the reactions of the lo- 
cals who stand agape when they first 
meet this strange foreigner who speaks 
Mandarin and performs the martial art 
of wushu like a native. At his college he 
is nicknamed Huoshenxian — an im- 
mortal in human form. His writing re- 
flects a kind of dizziness from all the at- 
tention and affection he encounters. 
The final scene of the book describes a 
battle with the longsword, which takes 
place with his inscrutable wushu instruc- 
tor, Pan, the night before Saltzman's re- 
turn to the US. “Atthat moment, every- 
thing was magnificent — the night, the 
heat, the sword, Pan and I — we were 
all magnificent." 

In light of last December's student 
dpresnps and the recent crackdown on 
"bourgeois liberalisation,” /ron and 
Silk already seems dated. It is hard to 
imagine a foreign teacher today enjoy- 
ing the same freedoms and intimacy 
with the locals that Saltzman achieved 
during his stay. — Freddie Balfour 


41 





PASE 


=e 


i i 


-z737 — 
r, TE 


t A 


-— 
-" 








- n au Cr 


PSYCHOLOGY 


About ourselves 


Culture and Self (Asian and Western Pers 


ives) edited by Anthony J. Mar- 


sella, George De Vos and Francis K. K. Hsu. Tavistock Publications, New York and 


London. No price given. 


66°F he self has returned! After almost 

seven decades, there has been re- 
surgence of interest in the concept of 
self." Concept seems to be the key word 
in this generally readable academic 
"contribution to the renaissance of in- 
terest in the self." Throughout Culture 
and Self, cultural concepts of self are 
treated as variables in both normal and 
abnormal behaviour. 

The book aims “to provide teachers, 
students, scholars, and professional 
practitioners with a comprehensive re- 
source for understanding the reciprocal 
relationships between culture and self in 
Western and Asian thought, and the im- 
Ep these relationships have for 

uman adaptation and adjustment." 

“All of the chapters," according to 
the preface, “proceed from the premise 
that the self is a necessary construct for 
explaining those emergent qualities of 
human behaviour that proceed from 
person-context relationships; it is these 
qualities that are most associated with 
meaning, consciousness, and knowing 
in human experience." Readers are im- 
modestly told that they “will find the 
chapters a fascinating journey across 
time and culture in the search for under- 
standing to roots of human behaviour." 

In nine chapters divided into four 
parts, eight contributors dominated by 
psychological anthropologists (who 
study the relationship between person- 
ality and culture) explore many narrow 
topics which, stitched together, barely 
justify the broadness of the title. The 
writers contend that “selfless” theories 
of human behaviour, which stress cul- 
ture and social structure almost to the 
exclusion of self-consciousness as a de- 
terminant of behaviour, fail to explain 
the complexities of human adaptation 
because they reduce experiences of self- 
hood to mechanistic notions of person- 
ality and social roles. 

e first chapter describes the 
theories which have evolved in Western 
social science as counterparts to the “re- 
ligious and/or philosophical systems 
that were built on premises of a man- 
centred moral universe with human ex- 
perience as the starting point for ex- 
plaining human behaviour." 

Social scientists are reluctant to re- 
consider “how and to what degree 
human self-consciousness has to be re- 
conciled in Jormulating the dimensions 
of a valid social science." In the past, 
they have had difficulty in breaking 
away from traditional concepts of be- 
haviour. And "even today, anthropol- 
ogy, psychology and sociology are not 
free from ethnocentric biases. " 


Examinations of the Western con- 
cepts of self could be considered the 
heart of the book. Frank Johnson, a 
professor of psychiatry at the School of 
Medicine of the University of Califor- 
nia, in San Francisco, presents an intel- 
lectual and cultural history of self in a 
West that is generally “European, Com- 
monwealth, and American" and par- 
ticularly “North American." 

Johnson, who was done field work in 
Japan, also compares Western and Ja- 
panese impressions of self. In the US, 
“the desirability of ‘becoming indepen- 
dent” is a object of training from early in 
life, whereas in Japan “the acknowledg- 
ment of interdependencies in family, 
work, and friendship relations is highly 
conscious and integral to successful so- 
cial navigation in Ja- 
panese life.” 

This does not 
mean that Ameri- 
cans are really inde- 
pendent. As Johnson 
observes, "the rhe- 
torical belief in inde- 
pendence acts to con- 
ceal the complex in- 
terdependencies in 
family and social re- 
lationships." People 
who are not really in- 
dependent need to 
believe and act as if 
they are. This “psy- 
chological" (subjec- 
tive sense of) inde- 
pendence "has the ef- 
fect of inflating a sense 
of individualism” as 
reflected in popular 
expressions like “do- 
ing your own thing.” 

Unfortunately, Johnson does not say 
what he thinks about “rhetorical” belief 
in interdependency among Japanese or 
the presumably false sense of security 
and stability that supposedly comes 
from acting as though one can always 
count on others. 


Fo example, why do Japanese com- 
mit suicide? Perhaps, like their 
Western counterparts, those who con- 
template suicide suffer from the realisa- 
tion that they lack the personality traits 
to survive in a society which cannot hear 
the distress calls of members. 

Another section on Asian perspec- 
tives on self expands the discussion of 
self into selected Asian societies. Ber- 
keley anthropologist George De Vos 
considers “Dimensions of the Self in Ja- 
panese Culture.” Syracuse anthropolo- 





gist Agehananda Bharati looks at “The 
Self in Hindu Thought and Action.” 
China is covered by Harvard intellec- 
tual historian Tu Weiming on “Selfhood 
and Otherness in Confucian Thought,” 
as well as by anthropologist Godwin C, 
Chu, from the East- West Centre at the 
University of Hawaii, on “The Chang- 
ing Concept of Self in Contemporary 
China." 

The book ends with Anthony 
Marsella's essay on “Culture, Self, and 
Mental Disorder." Marsella, a Univer- 
sity of Hawaii psychology professor, ar- 
gues that “culture and self are recipro- 
cally related phenomena." Hence, “cul- 
tural differences in self partially account 
for cultural variations in both normal 
and abnormal behaviour.” 

One example of where “culture 
emerges as a critical variable in the field 
of mental health” is depression. In all 
studies of depression in different cul- 
tures, Marsella claims, “non-Western 
samples differ in the expression of de- 
pressive affect and disorder.” 

Japanese, according to Marsella, 
tend to associate their depression with 
external objects like 
storms, clouds and 
mountains. Western- 
ers, on the other 
hand, are said to as- 
sociate their depres- 
sion with internal 
moods such as sad- 
ness, despair and de- 
jection. They experi- 
ence isolation and 
detachment from 
others, presumably 
because their culture 
stresses the self. 

Marsella conclud- 
es that "the imposi- 
tion of Western psy- 
chiatric assumptions 
on non-Western peo- 
ple isnotonly unwar- 
ranted, but poten- 
tially dangerousin its 
implications." Psy- 
chiatrists, psycholo- 
gists, and cultural anthropologists *must 
begin first and foremost with an under- 
standing of the nature of human experi- 
ence." 

As far as they go, such platitudes will 
delight the advocates of ethno- 
psychiatry, who believe that the “univer- 
sals" of Western mental health are fig- 
ments of a culture that suffers from de- 
lusions of grandeur. But they fail, as this 
book ultimately does, to clarify what is 
common to the nature of self that makes 
all cultures human. 

Depression, whether storm or sad- 
ness, seems to result in the same pathol- 
ogy. Even after reading this book, the 
depressed individual will discover that, 
where East and West meet, alcoholism 
and other self-destructive behaviour 
lead to identical states of intoxication 
and death. — William Wetherall 
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Abridgement of t T statémend, by Mr G.W. H. Relly, 
Chairman of Angi | ni Corporation of South Africa 
Limited. . 

Equity- aco b earnings of the Corporation for the year to 


- March 31 1987 increased by 26 per cent to a record R1 501 
million, or Ln cents a share, and attributable earnings, 
cluding: nec earnings of associates, increased by 28 per 

llion, or 450 cents a share, which was also a 

" dividends received from the gold, diamond, 

rial and platinum companies contributed substantially 

t improvement — indeed our export-orientated interests 

enerally achieved excellent results with the exception of coal, 
iere earnings suffered from the continuing deterioration in 

he international market for steam coal. The Corporation paid 
otal dividend of 225 cents a share, an improvement of 25 

cent on Hie previous year. 




















“Tf South Africa is to be a prosperous and peaceful place in 

the 1990s, in other words a substantially non-racial society, 

: respectful of individual freedoms, with a basically free 
enterprise economy, we have to find a way of translating into 
practical form the principles to which the State President, 
with wide support, has subscribed: an undivided South: 
Africa, one citizenship, equality before the law, equality of — 
opportunity, and full participation by all the people in 
negotiated democratic institutions. His appeal to 
representatives of all groups to join him in talks and - 
negotiations "about our common future" must therefore be 
taken seriously, not least because it was followed by the 
initiation of discussions which apparently are intended to 
canvass a wide spread of opinion at different levels. This is 
clearly the sensible way to prepare the End for representative 
negotiations which have any prospect of success. 

In the circumstances the imposition of the State of 





Emergency last year and its recent renewal, though regrettable, 


were necessary to contain the widening cycle of senseless 
violence. It would be foolish to pretend that communities 


exposed to violence have not benefited in terms of the Security 
of daily living, or to deny that many South Africans prefera ~ 
state of affairs in which their attention is not drawn contantly - 


to the realities of the nation's problems. That is the difficulty 
with states of emergency and accompanying media censorship: 
they represent a rational decision by government not to allow 
society to deteriorate into chaos, but at the same time they 
create an artificial environment which fosters illusion and 
complacency. In addition, the stand-off arguments develop: 
some believe that it is impossible for government to make 
proper strides in negotiation whilst the country is in a state of 
significant unrest, while others take the view that it is 
impossible for progress to be made as long as the emergency 
regulations exist. These dilemmas bear so directly upon our 
political prospects that full consideration ought to be given 
now to ways in which the regulations could be further amended 
so as to re-establish the legal rights of individuals and Press 
freedoms as soon as possible. 


Political reform in South Africa 


Reform, the government has commented, is an evolutionary 


process which cannot take place overnight, and up to a point 
no one would quarrel with that. But it is not a ier: a 
should now he used, implicitly at any rate, to justif | 
retention of one of the last great pillars of apartheid, E 
Group Areas Act, which directly and indirectly denies people 


of colour full access to, and the benefits of participation in, the 


Anglo Ame 


free enterprise system, with results that are also detrimental 
to economic growth — to say nothing of the effect on forei; 
perceptions of the government's commitments to reform. The 
Act effectively is a major constraint on the progress of 
urbanisation, which experience the world over shows is 


necessary to the industrialisation process, to the maximisation | 


of employment opportunities through the informal economy, to 
a broadening of the tax base, and a reduction of the birth rate 
to levels which do not condemn succeeding generations to 
Starvation and chaos. 
. . Indeed the fate of the Group Areas Act i may have a. 
symbolic significance, beyond its immediate practical 
ance e, in a anerer r ta germat is prepared | 


rise ape will mc 


_ the migrant labour system. Last year, following the greater | 


mining areas for black residential development, the mines 
- Participation scheme 


n: Europe, the United States and Japan to hold equity ` inthe 


' This view is surely consistent with the world trend away from. 


the fact that it is seen to work. 
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to wipe the slate clean of apartheid, or -whether Sout: 
faces arother period of political inertia before the election fo 
the tri-cameral parliament fall due in 1989. Yet without —~ 

further reform it is difficult, if not impossible, toseehow 
"talks about talks" on the central issues before us can move —~ 
toward žhe substantive stage. 










































































Reform i in our business . ww PT 
In the Anglo American Group we have been giving muc 
thought recently to ways in which we can not only make © 
further progress toward the goal of equal opportunity, bu 
adapt ourselves to the needs. and aspirations. of the new S. 
African society that is in the 1 ng. Unless the busine 
community puts its own house in order there is scant pa 
that the free enterprise system will survive. For business: 
to work to that end should not be seen in terms of cosy white 
self-interest. Those who have the future of the country at. 
heart must strive to ensure the survival of a system which, = 
notwithstanding its shortcomings, has the capacity to generate T 
wealth more effectively than any other. The people who look .: 
forward to its outright replacement by a marxist, state. simply 
have not grasped --- or do not wish to grasp — the enormity | 
of the task that faces South Africa in feeding, clothing, 
housing and educating its burgeoning population. E 
In the wider context of the modernisation of South African _ 
society Lam pleased to report that the gold mines we administer. 
have been able to take a significant step toward the erosion of © 









readiness of the authorities to proclaim land adjacent to 


substantially broadened the scope-of their home ownership 
schemes so that South African migrant workers at virtually — ]| 
all levels could acquire or build their own houses, should they . © 

want to live with their families as urbanised employees. The: 
scheme has evoked considerable 1 response. 


The development of our human resources presents us s with 
many challenges, but we believe we have reached the stage 
where it is right to consolidate and extend our efforts. For — 
Some years now we have operated share participation schemes . 
for senior management, which have worked well in drawing | 
management and shareholders together in common purpose, 
and our desire to implement this policy on a wider scale has ~ 
been enccuraged by the developing practice for: workers in 


enterprises in which they iia The merits of this in mature. 
economic societies are e ' e: E 
. In South Africa, where. de wealth-creating processes. of the z 
First world must arrive at a durable synthesis with the needs ^ 
and aspirations of the Third, there is a strong case for _ ^ 
believing that the stake held in the country through growing 
home ownership can well be matched by workersholdinga ~ 
direct stake also in the business in which they are employed. 








centralist socialism on the one hand and rigorous capitalism . | 

on the other, to something in-between, founded not on ideology 

but on pregmatism, deriving its strength and support from n 
-I am pleased to say that the | 


Board has bncoitagod this | 
line of thinking, and in due course we will placé before |... 
members a shareholding scheme in which employees can. 
participate on a wide, if necessarily modest, basis. —— 
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Copies of the full Chairman's Statement are being posted to registered shareholders; E 
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By Nick Seaward in Kuala Lumpur 


"he Malaysian Government has al- 
tered substantially the terms and 
itions of its controversial M$3.4 
ilion (US$1.3 billion) north-south 
way privatisation scheme. The 
ve came in response to a prolonged 
k in Malaysia’s parliament by op- 
ion leader Lim Kit Siang. As a 
ult, the viability of the country’s 
ggest development project is now 
eing reassessed by United Engineers 
laysia) (UE), the holder of the let- 
r of intent to build and operate the 
00-km dual carriageway. 

Despite the uncertainty, 
vister Datuk S. Samy Vellu has in- 





























































ement with UE. will take place as 
ned in August. Lim, meanwhile, 
demanded that the project be re- 
tendered or handed back to the Malay- 
sian Highway Authority (LLM), on the 








E 
will cost the Malaysian public a total of 


and construction costs over a 25-year 


tions had cut the overall cost but this 
was still inadequate. 

The government has been forced 
onto the defensive by Lim's accusations 


controlling shareholder, Hatibudi, 
owned by the dominant party in the ral 
E coalition, the United Malays Na- 
onal Organisation (Umno). To defuse 
icunting public unease over the propri- 
ty of the project, the Ministry of Works 
gave Lim a closed-door briefing on 16 
uly, during which it was revealed that 
ie government had decided: 
< To restrict the maximum toll rate for 
ye first five years of the concession 
greement to 5 M cents a km, instead of 
he previously agreed 6 M cents. 
To restrict the concession period to 
ve original 25 years specified in last 








Works | 


sted that the signing of a concession 


rounds that the privatisation exercise 7 
M$41 billion in inflation-adjusted tolls 


concession period. Lim claimed the re- |- 
cent changes to the terms and condi- . 


that the highway was being privatised 
simply to enrich UE — and by Vellu's | 
admission in parliament that UE's ne ep] 


rod which ges oF the ded d 


| s andi M5150 million-a-year 
rt loan poe from 11 years | 





ment t standby loa city a as m a tution | © ; 


against external risks, such as foreign- 


exchange movements. 


» To instruct the concession-holder to | 


limit borrowings to less than M$1 billion 


for the whole project, of which not more - 


than M$500 million should be borrowed 


from abroad. 


» To give a traffic-volume guarantee 
for the first 17 years of the concession 
agreement based on the traffic projec- 


tions of independent consultants Ren- 


del, Palmer and Tritton (RPT), rather 


than on UE's more optimistic figures. 


In return for UE agreeing to these 


GREAT EXPECTATIONS 
Revenue projections for Malaysia’s 
North-South highway project 


(Based on toll oe 6 one) 
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it on dure of Malaysia 'shighway p olans 


the earlier proposal, a return of 17.5% 
was envisaged. (While UE will form a 
separate company and bring in addi- 
tional partners to carry out the project, 
UE initially will have total control of the 


| Concession.) 


The consultants at UE are feverishly 


working at their computer-simulation 


programmes to determine what the rate 
of return on investment will be under 
the new terms. One computation has 
come up with a figure of only 3.13%, 
using the RPT traffic projections on a 





partially complete highway and assum- 


-ing a toil rate of 5M cents a km Sis 

five years rising thi 

* year. Other variations: prod | d 
slightly higher rates of return but | 












_ that the annual rate of return will 
probably be in single figures if | 
' the project goes ahead on n Vellu’ S 
terms. 


| ronically, UE will not be the only 
one to suffer. Under the terms 
of the original proposal, the 
shareholders’ profits would have 
been subject to tax at the rate of 
: 48% after the expiry of a 10-year 
. "pioneer status" tax holiday and 
the repayment of all loans. This 


ig dii. 2005 — 2010 2015 would have generated income for 
. sumens United Engineers (Malaysia) the government of M$2.9 billion 
summ Rendel, Palmer and Tritton at 1986 values but with the much 
eese Malaysian highway authority lower rate of return the tax rev- 
enue will be substantially re- 

REVICWOLAGRAM Gy Andy Tag duced. | 


new conditions, the government has in- 
dicated it will agree to the extension of 
the construction period from five years 
to seven-and-a-half. Sources in UE told 
the REVIEW that without this extension, 
the highway would have become obvi- 


ously unviable — with it, the project still 
might stand a chance. 


With a longer construction period, 


the overall interest burden should be 


lower as income from the most profita- - 
| ble stretches of the highway — which 
' are to be built in the three years of Phase 
| One — could then be put towards | 
financing the construction of the re- 


mainder. 
. Even with the lower interest burden 
however, UE is still unsure whether the 


| new terms will enable it to offer a rate of 


return sufficient to attract local and 
foreign contractors, who will be re- 
quired to subscribe to equity in the yet- 


to-be formed ‘concession company | 


equal to a minimum of 10%. of the value 


f their contracts REVIEW, 28 9 Ma). In : 


(indigenous Malaysian, mainly N 





The government will also lose as it is 


the controlling shareholder of Malay- 


sia Mining Corp., which is to be one of 
the three Malaysian "promoter" com- 
panies in the new concession company. 
The other two are Hatibudi, the Umno 
company, and Gabongan Kontrektor 
Melayu — an association of bumiputra 
alay) 
contractors. 

It is thought that on balance the 
three foreign "promoter" companies — 
Mitsui and Co. of Japan, Taylor Wood- 


row International of Britain and Drag- 
ages et Travaux of France — will accept 





the lower return aged they get 

portions of the construction - 
. Under the terms of the proposed 
concession company, the equity is 
hardly a great attraction anyway. It is 


. contributed by way of a deduction from 
| their payments for work performed and | 
they are obliged to sell offtheirsharesat | 
_ the end of their contract (or the comple- 


the project) to ensure their | 





all are believed to have indicated | 





- -" 


equity does not exceed 35% of the total. 

«The problem does not end there. Ac- 
cording to the terms of the concession 
company, the promoter companies will 
also be responsible for raising finance 

om banks in their own countries. But 
estimates of a 5-9% return on invest- 
ment are hardly going to make the 
banks sit up and beg to lend. Further- 
more, UE sources have told the 
REVIEW that without the external-risks 
standby loan undertaking from the gov- 
ernment, the banks have indicated that 
they will not be willing to lend the 
money at all. 

Without commercial borrowings of 
about M$2.3 billion, the privatisation 
exercise will stop dead in its tracks. 
UE's financial advisers are baffled by 
Vellu's M$1 billion ceiling on UE's 
commercial borrowings. 

Vellu's reasoning appears to be that 
if the project is restricted in the amount 
it can borrow, UE's case for an external- 
risks undertaking will be that much 


weaker. But this does not take into ac- 
count the M$830 million of goods and 
services which the concession company 
will have to import and for which foreign 
loans denominated in the currency of 
the supplier would be more suitable. 
The other new condition that has put 
the project in doubt is the withdrawal of 
the offer of six years of PIC magia 
loans amounting to M$900 million. This 
lower-than-expected government sup- 
port could leave the concession com- 
pany critically short of money during 
the fifth to the 12th years of the project. 
In the first three years alone, the con- 
cession company — after equity — will 
need M$1.1 billion to get the most pro- 
fitable stretches of the highway built. 
Over that three-year initial period, UE 
can only expect to collect an average of 
M$36 million a year net in tolls from the 
400 km of the highway that have alread 
been completed by LLM and which will 
be handed over to UE at the beginning 
of the concession period. After taking 
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into account the M$450 in loans from 
the government over that period, Phase 
One is therefore expected to require at 
least M$540 million in additional bank 
financing. 

If Vellu means what he says, this will 
leave the concession company room to 
raise only an additional M$460 million 
in bank loans and M$300 million in gov- 
ernment loans, to finance the construc- 
tion of the remainder of the highway 
totalling 275 km. However, it will need 
about M$1.9 billion to complete the 
construction job, even after the injec- 
tion of 10% equity by the contractors. 


pose from the completed sections 


of the highway in Phase One will not 
make up the shortfall. According to the 
traffic-flow projections of RPT (which UE 
has unconditionally accepted), all the 


completed stretches are expected to gen- 


erate average income of just M$115 mil- 


lion a yearoverthe four-and-a-half years 


of construction of Phases Two end Three. 

Their combined projected income 
will thus finance about 27% cf the con- 
struction cost of the last two phases after 
equity. The remaining available govern- 
ment loans of M$300 million and the re- 


maining available commercial loans of 


M$460 million loans will cover 4095, 
leaving a shortfall of 3395, or about 
M$610 million — even without taking 
into account the 8% interest payable on 
the government loan. 

Itis clear that on these terms, the UE 
proposal is not viable, even if the gov- 
ernment caves in on the question of the 
external-risks standby facility. In a 
meeting scheduled to be held with the 
government's project steering commit- 
tee before 25 July, UE is therefore ex- 
pected to ask for an extensicn of the 
construction period beyond 10 years. 
Otherwise, according to a UE source, 
"the only hope of completing within 7.5 
years is if we have a significant increase 
on the traffic flows over the RPT figures 
and an escalation of the toll rate." 

For political reasons, the govern- 
ment has set the toll rate at an artificially 
low 5 M cents a km (the optimum rate 
would be 10.5 M cents a km in terms of 
revenue generation), and is unlikely to 
agree to increments larger then 5% a 
year. UE has already agreed to accept 
the RPT traffic-flow figures, so there is 
no room for manoeuvre there either. 

The only hope for the projec: is if the 
government reinstates its post-comple- 
tion loans and agrees to an extension of 
the construction period so that UE can 
present a viable case to the banks. It is 
an article of faith with UE’s consultant 
engineers, Sir William Halcrow and 
Partners, that both the LLM and RPT 
projections badly underestimate the 
amount of additional traffic that will be 
generated by the availability of a better, 
safer, road. UE is therefore confident 
that its income will indeed cover its costs 


— the trick is to persuade the banks rA 


that. 








COMPANIES 


Losing more 
than face 


Foreign-exchange reverses hit 
Australian electronics group 


By Hamish McDonald in Sydney 
Av company  boardrooms 
have been shaken by a self-evident 
management and accounting lapse in a 
major industrial company that has al- 
lowed some A$30 million (US$21 mil- 
lion) in foreign-exchange losses to pile 
up in less than a year, while its board 
and auditors believed a handy profit was 
—^— 
€ losses do not appear big pe 
to threaten the financial stability of the 
company involved — the listed Amalga- 
mated Wireless (Australasia) (AWA), 
which is Australia's only locally owned 
electronics manufacturer of any size and 
with borrowings so low geared as to be 
almost insignificant. Some investors even 
saw a beneficial effect over the longer 
term in hastening a management purge 
of a notoriously hidebound company. 

However, AWA's immediate profit 
prospects are almost wiped out. Else- 
where in business, boards and top exe- 
cutives have been asking themselves if 
they really know what their in-house 
foreign-exchange dealers are doing — 
particularly as the Australian dollar was 
widely reckoned to have entered 
another sustained period of downward 
pressure after gradually strengthening 
over the past year. 

In its most recent year, ending June 
1986, AWA reported a 40.5% increase 
in net profit to A$23.3 million on rey- 
enue up 11% at A$543 million. Pre-tax 
profit was up 28% to A$38.6 million, of 
which A$7.5 million came from gains in 
foreign-exchange dealing, compared 
with a negligible contribution the previ- 
ous year. The foreign-exchange room 
thus provided most of the increase in 
pre-tax earnings. 

Foreign-exchange 

ride of place in AWA’s results for the 

alf-year to December 1986, an- 
nounced in March. The A$10 million in 
currency gains accounted for all of the 
rise in pre-tax profit to A$30 million 
(from A$19.9 million), which yielded 
net earnings up 43 % to A$16.1 million. 

Chairman and chief executive Johrf 
Hooke said at the time that foreign-ex- 
change management had become a 
"profit centre" for AWA, after the com- 
pany broadened hedging of exposure on 
its A$200 million worth of imported 
components. from Japan into trading. 
The mid-year result made a media hero 
out of AWA’s foreign-exchange man- 
ager, 24-year-old Andy Koval, a com- 
merce graduate recruited in 1984 as a 




































rofits also took 
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rticle- quoted him: as saying: 
made out tg be a much more dangerous 
ame thanit is.’ 

. That AWA of all companies — de- 
scribed in June by Melbourne 
tockbrokers McCaughan Dyson and 
©. as having a market image of a com- 
any being run by members of the 
sleepy, old-school-tie establishment 
ind electronic engineers” — claimed to 
iave found consistent profits in foreign 
xchange caused muted concern in fi- 
iancial markets, though several broker- 
wes still put "buy" recommendations 
n the stock. 

<o Tt was not until 3 July that directors 
st became aware of “irregularities.” 
"uses are believed to have started blow- 
ng when a bank approached AWA 
ibout a loan taken out by its foreign-ex- 
hange department to cover a trading 
ss, In.a statement on 8 July, AWA di- 
ctors said they had immediately called 
gular. auditors Deloitte Haskins and 
‘for a full audit of all foreign-ex- 
inge transactions. ‘The December 
if-year’ profit was ' “now seen to have 
been possibly overstated.” E 

<o This was as a result of "losses on 















-was believed further losses would affect 
-the second half year. Losses could not 
yet be quantified, but “the company 
- wishes to state that on the basis of the in- 
formation it les for th has, the foreign- 
| exchange losses for t e year should not 
exceed A$30 million." 

Until the auditors report, the exact 
. nature of what went wrong was unclear, 
even within. AWA. Because of a thin 
market in direct Australian dollar-yen 
hedges, AWA would have bought for- 


dollar. Both legs would have offered 
. plenty of pitfalls over the past year: the 
-US dollar-ven leg because of its sharp 
up-and-down movements, and the Aus- 
RUE dollar leg because of the gen- 








ENERGY 


By Mark Clifford i Seoul 
oufh : Kórea’s wave of political 


lemocratisation is being blamed for 
incellation of a civil-engineering 


ng and Construction. It has also 

ited in the resignation of the head of 

the Korea Electric Power Co. (Kepco). 
1 wever, seemingly has less 





politicisation of business decisions. 


the Nos 11 and i  micienr: reactors on 30 


= "Forex 1$ 


to do ith South Korea's moves towards. 
: ' than with the continuing 


oreign exchange just discovered" and it > 


ward coverage in two legs, via the US | 


t for a US$325 million nuclear- | 
lant, awarded to Hyundai En- 


Hyundai received the contract for | 


€rany unexpec 
“tralian dollar. EL x A A 
Losses, pli ed becadse. exposure i} 

exceeded .one year’s import commit- 


; " 


ments, were covered by bank loans ap- 
parently arranged directly by the 
foreign-exchange department. Almost 
certainly,-these were not with AWA's 
main bankers, Westpac and the Com- 
monwealth Bank, but with newer en- 
tries to the competitive Australian fi- 
nancial sector. One source said that in 
one case an amount over A$2 million 
appeared to have been "shuffled" be- 
tween three banks in one day. 


lame is hovering over many heads, 

but has not yet been apportioned. 
After refusing a request for his resigna- 
tion, Koval was sacked. In a formal 
statement, however, he denied “improp- 
er or incompetent" conduct of his 
duties and said that Hooke had known 
of his dealings and encouraged them. 


 Koval said he had not known until 27 


June that the December half-year re- 


sults “failed to take into account" loans 


taken out to cover losses on yen and US- 
dollar contracts in the past.two months. 
These losses had been recouped by 


B® Net attributable protit 
| iLeft scaie} 


; * .* 5 è * 0 9 
77 778 779 ‘BO ‘81 82 
"Adjusted for issues. 
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r s nuclear fallout 


Hyundai’ S loss of power plant contract blamed on political change 


June. The contract was rescinded two 
weeks later, reportedly following a 
meeting involving the Deputy Prime 
Minister and Minister of Economic 
Planning Chung In Yong, the director 


of the Agency for National Security 


Planning (successor to the Korean Cen- 
tral Intelligence Agency) Ahn Moo 


. Hyuck, the Minister of Energy and Re- 
sources Choi Chang Nak and the Minis- 


ter of Trade and Industry Rha Woong 
Bae. 


: |. The local press and the Seoul rumour | t 
_ mill are hinting at improprieties in the | | 











































































- Kova Säit dealings showed a profit 
until 16 May. when a car crash put him 
off-work for a month: Over May ang 
June the rapid rise of the US dollar ha 

turned this into a loss of about A$25 mil- 
lion. Back on the job in the second half 
of June, he had tried in vain to recover 
the position. In a reply, Hooke flatly re- 
jected having given Koval approval “to 
conduct anything other than a low-risk 

operation.” 

Hooke himself was replaced as chief 
executive on 13 July, while retaining the 
chairmanship. This was coincidental, as 
AWA had begun implementing a reor- 
ganisation recommended by consul- 
tants McKinsey and Co. But the chain 
of responsibility up from Koval must. 
come under intense scrutiny. This could 
go beyond the company, as the liability 
of accountants Deloitte Haskins and 


Sells — who audited the December half 


accounts — is being studied. 

The lesson generally being | rawn 
from. AWA's experience is that 
losses “on. exchange rates cannot be 





avoided all the time, companies should 


| weigh. whether they have the re- 
'sources and understanding to man- 


. 1. age their own currency risk, that 


' they would be wise to keep to their 

| objective of hedging risks rather 

| than purely speculating and that 

.§ strict limits and reporting rules 
| should be applied to exposures. 

If the RO million loss is con- 
firmed, judges McCaughan Dyson 
analyst Bryan Madden, net profit 
for the year to June would be cut to 
almost nil from the A$35 million 
net profit he had predicted in his 
report last month. A predicted 
A$45 million in the 1988 year 
would drop to around A$30 mil- 
lion. Having previously asserted 
that foreign-exchange gains be in- 


awarding of the contract in closed bid- 
ding. But the real story appears to be 
much simpler: Hyundai was out-man- 
oeuvred by a competitor with more- 
powerful government sponsors. 

The competitor is Korea Heavy In- 


. dustries Corp. (KHIC), which was ori- 


ginally expected to get the work. KHIC 





was tonnen from the remnants. i ef a an 


become the pilni s primary diiciéar- | 





construction contractor i under an indus- 
try-rationalisation. olicy aid down in 
1983. 

Hyundai" s Wanagement claims that 
KHIC used its political influence with 
the government and Kepco to overturn | 

t. Outsiders agree. “Its a | 
said one observer. The 
















cluded in V apis results, AWA in- 
tegds avoiding further market derision 
by taking the losses “above the line" 
rather than classing them as extraordi- 
nary items. 

Assuming AWA can stem further 
fosses — and it has installed a senior cor- 
porate treasurer from advisers Lloyds 
International to put new management 
systems into place — the losses should 
be a “one-off” problem, said Madden. 
In terms of assets, a loss of 13 cents a 
share would be offset by about a 10 
cents gain from reaJisation of invest- 
ments, chiefly listed securities. After a 
modest markdown of about 35 cents, 
sharemarkets took a more optimistic 
view of AWA shares, pushing the price 
back up to A$4 or so. 

For some time, AWA has been 
ready for improvement. As its name in- 
dicates, the company has some valve- 
radio era baggage to throw off. Set up in 
1913 (the founding chairman was 
Hooke's father, Sir Lionel Hooke), 
AWA pioneered radio broadcasting 
and communications in Australia. Man- 
ufacturing of home radio sets, tele- 
phones and later TV sets grew from 
this. With Canberra holding a 50% 
shareholding from the 1920s to 1951, 
AWA built up a strong position in de- 
fence electronics. 


reduction in tariff protection from 
57.595. to 25% in 1973 enforced a 
move out of consumer electronics, and 
cut the AWA workforce from 7,000 to 
4,000. This has risen to about 5,300, but 
the emphasis is still moving from manu- 
facture towards provision of systems 
and services using imported equipment. 
With debts amounting to only 7% of 
the A$202 million shareholders funds in 
June 1986, and having rarely tapped 
shareholders for new funds, AWA has 
ample scope for expanding by raising 
funds from borrowing and rights issues. 
In addition, it could raise about A$60 


publicly stated reason for the cancella- 
tion was a curious reflection of the cur- 
rent state of political ferment in South 
Korea. The government says the con- 
tract was not consistent with the moves 
towards democracy in the country, ap- 
parently because it was not awarded 
through competitive bidding. Whatever 
the reason, the controversy has been 
unusually public. 


L dem surprise resignation of Kepco 
president Park Jung Ki underlines 
the gravity of the situation. *He was 
really Mr Nuclear and Mr Electricity in 
South Korea," says a North American 
nuclear-equipment company executive. 
Park reportedly had the ear of Presi- 
dent Chun Doo Hwan himself and it is 
assumed he would have consulted with 
top administration officials before 
awarding the contract to Hyundai. 

Park was also influential in the cam- 
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million from the sale of its low-earning 
chain of eight radio stations. Its strong 
areas: 

» Defence equipment, part cularly the 
Barra submarine-detecting sonobuoy 
which has already been sold to the Aus- 
tralian and British defence forces. 
Under a new joint venture with Bri- 
tain's Plessey group, the device will be 
marketed to the US, West Germany 
and other allies. AWA is a so helping 
make the Jindalee over-the-horizon 
radar. 

» Telephone equipment: a joint ven- 
ture with Canada's Norther Telecom 
will make and sell office PA3X switch- 
boards and other telephone equipment, 
a move which will reduce AWA’s vul- 





paign to build up a domestic nuclear- 
power equipment and construction in- 
dustry by demanding far-reaching tech- 
nology-transfer agreements from for- 
eign suppliers and awarding increas- 
ing amounts of work to domestic com- 
panies. The so-called localisation ratio 
— measuring the value of work received 
by domestic firms — will be 78% for 
units 11 and 12. However, by the mid 
1990s the government would like to see 
a localisation ratio in excess of 90%, and 
exports of South Korean nuclear tech- 
nology. 

Hyundai, according to Western ob- 
servers, has had substantially more ex- 
perience than its rival as a subcontractor 
in nuclear-power plant construction. 
And expertise, not price, is critical in 
nuclear-plant construction. 

South Korea has one of the few ac- 
tive nuclear-power programmes in the 
world. Nuclear power currently pro- 


nerability to deregulation of the’domes- 
tic market. 

» Microchips: an A$60 million joint 
venture with British Aerospace in Syd- 
ney will manufacture tailor-made sili- 
con chips. for medical, military and 
other equipment. 

» Computer applications: AWA has 
sold its traffic-signal control systems 
and library-management systems in 
China and Southeast Asia. 

» Optical fibres: with Australia's Met- 
al Manufactures and the Cornin 
Glassworks of the US, it has form 
Optical Waveguides to make optical 
fibres, and with Britain’s STC will be 
bidding for the huge Pacific optical 
fibre-cable networks. 

Focusing on fewer, more profitable 
operations was undoubtledly hastened 
by a takeover attempt last year by the 
Qintex TV and tourism group, control- 
led by Christopher Skase. Having built 
up a shareholding of nearly 1595, Skase 
kept his bid alive for nine months, with- 
out getting more than 1% acceptances. 
Skase was hampered by broadcasting- 
law restrictions as well as by AWA's ar- 
ticles of association limiting any share- 
holder to no more than 7.5% of voting 
rights. 

Skase sold out in February to the 
Capita. Finance. Group (the renamed 
City Mutual insurance group), which 
now has 17.1% of AWA. The AMP So- 
ciety, the country's biggest insurance 
house, continues to hol 
"ees formed investment company, 
Pacific Assets, has built up 14.25% this 
year. Both Capita and Pacific Assets 
(owned by directors of AWA advisers 


| Lloyds International) will be far more 


active investors than AWA has experi- 
enced for some time. The new chief exe- 
cutive, Peter Crawford, has both a 
scientific background (a PhD in chemis- 
try) and a tough cost-cutting reputation 
gained from several years running the 
Sydney water and sewerage authority. 


duces 50% of the country’s paps 
and is slated to produce more than 70% 
by the year . The two reactors that 
are the subject of the contract dispute 
will cost a total of US$4.7 billion and are 
designed to produce 950 mW of power 


each. Groundbreaking for units 11 and . 


12 is due to take place in 1989, with one 
reactor scheduled for completion in 
1995 and the other in 1996. 

Hyundai is vowing to fight the can- 
cellation of the contract, even if it 
means taking the dispute to court. “Thé 
government cancelled the contract 
without contacting us and without giv- 
ing any [valid] reason,” said a Hyundai 
official. *We cannot accept that. The 
government should not interrupt pri- 
vate-business decisions for political 
reasons." However, the new political 
climate has yet to change the fact that 
government involvement in business 
decisions remains common. Oo 
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11% , while re- - 
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à nrise industry 


from amorphous-sHicon solar cells 
came to Yukinori Kuwano on a train 


from Osaka to Tokyo while he was 


watching an old lady fold up her lunch- 
box wrapper. Solar cells stitched into a 


"framework of stiff fabric so that they | 
could be folded up like the old lady's 
wrapping cloth would, he realised, be 


eminently portable. 

Last January, a group of Japanese 
eye specialists took several lightweight 
generators based on Kuwano's idea 
with them to remote villages in Nepal. 
They 
lights by which they performed opera- 
tions to remove cataracts from villagers 
eyes. 

Fold-u generators are just one of 


the latest in a series of applications for - 
amorphous-silicon solar cells that have - 
emerged over the past seven years from 
(0f Sanyo 
' maker of 
consumer-electronic products. Kuwano E 






the Osaka. research cent 
Electric; a major Japane 


isthe manager of the centre. — 
He is also largely. responsible for 


demonstrating: that, of all the possible - 


solar-energy technologies, amorphous 
silicon is the one most lil ely to provide 
an-economic alternative to fossil fuels. 
Thanks to Kuwano's work, S 






year sold more solar cells than any other 


company in.the world, almost all of 


them for consumer applications. 


COMMODITIES 


used the. generators to power- 





Japan puts muscle into unpopular solar-energy research R 
By Bob Johnstone in Tokyo - | . 
he idea for a power generator made | Since 1980, amorphous ‘silicon’ $ 


share of the world solar-cell market has 


shot up from zero to 38%. Principally as 
a resuit of their strength i in this material, 


Japanese companies now account for 
48.8% -of this market, estimated : at 


about US$170 million last year. 

In Japan, technological targets are 
normally set by the bright bureaucrats 
at the Ministry of International Trade 
and Industry (Miti). But with amorph- 
ous-silicon solar cells, it was a private 
company that showed the way. | 

The ministry is now attempting to 


capitalise on Sanyo's initiative by pro- 





viding support for research on amorph- 
ous silicon under a long-term national 
project. Its ambitious aim is to trans- 
form solar cells from an expensive tech- 


 nology best suited to exotic applications 


like satellites and lighthouses into a via- 
ble form of large-scale power genera- 
tion. If the project succeeds, it could be 
an enormous boon to mankind, espe- 
cially in the Third World. Needless to 
say, it could also provide an enormous 
source of income for Japanese industry. 
All solar cells — amorphous or 
otherwise — work by converting sun- 
shine directly into electricity. When the 
sun shines on a cell, some of the cell's 
electrons are knocked out of their or- 
bits, causing an electric current to flow. 
This conversion effect has been known 
for 30 years. Until recently, however, 
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Soviets join Unctad fund asa first step. to Gatt membership 


By Frances Williams in Geneva 


he UN Common Fund for Commo- 


| dities could soon become a reality, 


| following a decision to join by the Soviet 
Union, announced on 13 July. The 
fund, designed to finance the operations 
of international commodity 
ments, has been moribund since its in- 
ception in 1980 because key consuming 
countries have delayed ratification. — 


Announcing the move at the seventh | 


ministerial session of the UN Confer- 
ence on Trade and Development (Un- 
ctad) in Geneva, Soviet F oreign Trade 
Minister Boris Aristoy said it was made 
in response to appeals from the non- 


aligned movement and developing — 


countries. He hoped the fund would 


“promote the creation of a more stable | 
| and peces situation « on | the dich it 


agree- 





commodity markets in the interests of 
both „importing and exporting. coun- 
tries.” 


- The timing of the Soviet announce- 


| ment at thé start of the Unctad confer- 


ence was à smart propaganda move, en- 
abling Moscow to contrast its respon- 

siveness to Third World concerns with 
the US’ apparent neglect. The US, 

which sent an almost insultingly low- 
level -delegation to the conference, 
signed the Common Fünd in 1980 dur- 















ing f the Carter nemen s but relying since 























-f of a micrometre thick. 





made by slicing | u 
shaped ingots o Sear 
line silicon. 

One of the drawbacks 
| with this method is that it 
$i difficult to slice the sili- 
con salami any thinner 
than several hundred > 
micrometres. You then 
have to polish and process 
the slices, and solder ¢ con- | 
necting wires to them. ~ 

Manufacturing amor- 
phous-silicon solar cells is | 
much less mechanical; they ; 
are made like microchips, 
by depositing layers of the 
Stuff in patterns a. fraction 











This method is intrinsi- 
cally: cheaper because it 
uses fewer materials, has 
fewer stages and needs less 
processing and is thus well-suited to 
mass production. Patterns can be sten- 
cilled onto glass, metal or even plastic. 
Wiring is laid down in the form of an ad- 
ditional, metal layer. 

The difference between amorphous 
materials and crystalline ones is that 
the atomic structure of the amorphous 
material is not regular, but jumbled 
up. There is nothing unusual about 
this — in fact, the most common exam- 
ple of an amorphous material is 
glass. 

Compared to their crystalline 
cousins, amorphous-silicon solar cells 
have only been around for a few years. 
The story of their progress is an almost 
stereotypically familiar one: invented in 
Britain, developed in the US, commer- 
cialised in J apan. It was Walter Spear,a 


| State Department official in Washing- 
ton recently. 

But the Soviet decision must also be 
. seen in the context of efforts being made 


. by Soviet leader Mikhail Gorbachov to | 


j expand foreign trade with the West and 

developing countries. Significantly, 
Aristov referred once again to Mos- 
cow's intention “eventually” to join 
Gatt. Joining the Common Fund first 
could prove a valuable (and inexpen- 
sive) way of recuiting Third World sup- 
port for Gatt membership and creating 
goodwill among potentially important 
trading partners. 


rior to the Unctad session, 94 coun- 
4 tries had ratified the Common 
Fund, including Japan and all EC 
members except Portugal. They ac- 
counted for 59% of the agreed US$470 
million in direct contributions from gov- 
| emments, still some way short of the 
| two-thirds necessary to bring the fund 
. into force. 

With the US and its 15.7% share not 
forthcoming, hopes have rested on the 
6.2% in scheduled contributions from 





Solar celis on Sanyo's Tokyo buildi 


; glass roof tiles. 


professor at Dundee University, who in 
1974 demonstrated that amorphous-sili- 
con solar cells were feasible. Two years 
later, David Carlson, a researcher at the 
US firm RCA, produced the world's 
first functioning cells. 


B: there were two things wrong 


with his prototypes — the efficiency 
with which they converted sunlight to 
electricity was low (less than 3*6) and so 
was their “repeatability.” In other 
words, it was difficult to produce cells of 
a consistent performance. Discouraged, 
RCA gave up. 


For reasons that had virtually nothing . 
to do with far-sighted corporate-re- - 


search planning, Sanyo was ideally 
placed to pick up and run with the ball 
that RCA had Mee For years, the 


the Soviet Union. Ratification by Mos- - 


cow will take pledged contributions to 
just below the two-thirds target but if as 
expected other Eastern bloc countries 
follow suit, the fund is assured of the 
necessary support. 

Activation of the fund may, how- 
ever, prove of greater symbolic than 
practical significance. If was designed as 
part of Unctad's ambitious integrated 

rogramme for commodities launched 
in 1976 — so-called because it aimed to 
tackle both the problems of short-term 
price stabilisation and longer-term 
structural change in commodity mar- 
kets. The idea was that the fund would 
provide the necessary financial support 
for individual international commodity 
agreements. The original programme 
envisaged agreements covering 18 com- 
modities, many of them with price- 
stabilisation provisions. 

The fund consists of two accounts or 
“windows.” The first, financed from di- 
rect contributions, is supposed to pro- 
vide lines of credit for buffer-stock ope- 
rations. But currently only two agree- 
ments with buffer-stock arrangements 








. same reaction chamber. The result 
that traces of dopants from one. 


_ to depositing one kind of layer, Kuwa 
cells that performed consistently. 


.was now one of application. Here 





megotiating new accords with price- 


. endorse the formal a 
. those two pacts and | 
needed to bring credit lines into o 


tries seeking relief from tumbling « com 
 modity prices and stagnant export 
















equipment-requi 
ders — was the proi 
of thin films of am p 
Silicon. Thanks to- 
|| unofficial head -s 
. Kuwano was quick 
- to solve the f 
. problem. - 
The basic structure 
amorphous-silicon 
cell consists of thre 
of material —.; 
.ing layer sandwic] 
tween one layer - nem 
cally “doped” to give it a positive: 
e charge, and another doped to gi 
a negative charge. RCA's research 
had deposited all three layers using th 










































































lingered in the chamber and contam 
nated the layers deposited 
sequently. By dividing the chamber into 
three discrete sections, each dedicated 


a 


was able to produce uncontaminated 
Reliability taken care of, the proble 


ein had a stroke of luck — the cell 

DE ES to be particularly sensitive to 
light from fluorescent lamps, which are 
commonly found in offices. Bingo! Of- 
fice calculators offered a ready mien; 


— cocoa and abbe — are work n 
and those not very happily. Following 
the collapse of the tin agreement a 
couple of years ago, consumer countries 
have become highly antipathetic 


stabilisation provisions. That 
that consumer nations are ur 
eement b 
e Common 


tion, =. 
The ‘cand window of the 
Fund may have more overall rel 
but is of much less significance, at 
in the short term, to deve 


kets. The second account, with US$256 
million in voluntary contributions al 
ready pledged, is designed to finance re 
search and development projects, mar- 
keting schemes and measures to hel 
developing countries diversify aw: 
from over-dependence on raw-materia 
exports. Agreements such as those cov 
ing tropical timber and jute could bene 
fit from second account fun lin 
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sia is home to more than half of mankind. Every day, 
events are happening here that not o only shape the re- 


















































'earbock does more than cover these events — it com- 
iles, analyses and interprets them. No businessman 
‘an afford to ignore them. Nor can any professional or 
holar or anyone who has dealings with Asia. Decide 


conomic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 98thEdition 
The Asia 1987 Yearbook, now. in its 28th year, is bigger 
-and more comprehensive than ever before. Matching 


er detail, with greater insight — a book which everyone 
who neecs to know about Asia must have on the book- 
phe 


fatures 
The Asia 1987 Yearbook includes two new chapters — 
Covering a historic year in South Asia, and analysing US. 


ind features as well: a portrait of The Region, The 
Power. Game, Population & Food, Development Banks, 
ian Finance, Asian Investment, Commodities, 





"c cific, Asian & Pacific Organisations, and a round-up 
the year's news stories. | 


dance cf charts, tables and graphics to illustrate the 
aterial, including a full pary profile of each regional 


S, ranging from Afghanistan to Japan, from 


n RRM Analysis 








ion's future but affect the entire world. The Asia 1987 


or yourse'f whether any other single medium puts the - 


. the rapid pace of Asian development, it goes into great- 


p--------------- 


rivolvement in Asia — but you will find familiar chapters- | 


energy, Aviation, Shipping, Fishing, Trade & Aid, the - 


As in the past, the Asia 1987 Yearbook has an abun-. | 


|e main body of the book contains chapters on 31 


me ch country is discussed with up-to-date reviews ofits. 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of — 
"leading public officials. The Asia 1987 Yearbook gives . 
you localised, first-hand information on everything from 
m market potential andp population trends to foreign aidin- .. +o- 
nd so nd cultural Jondmarrs: Each Laa 


— chapter. has’ a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master esevonnals provided by Year- 
book experts. 





| How We Did It. 


Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result-of thousands of man- 
hours of work during the year, Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 


| ., experts and research staff contribute (as they have reg- 


ularly for 28 years) :o keep the Asia 1987 Yearbook on 


-top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 


ern Economic Heview can. 


Soft Cover: HK$195/US$24.95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/0S$28. 95/£20/S$63. 50/MS77 


For airmai! delivery, please add: 
HK$55/US$7/£4.50/S$1 §.50/M$18.50 per copy. 


To: Publications Division, 
Far Eastern Economic Review, 
GPO. Box 160, 
Hongkong 
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low-power application for amorphous- 
silicon solar cells. 

Sanyo produced the world's first 
solar-powered calculator in 1980. Since 
then, a stream of other solar-powered 
eonsumer products — most notably 
watches — has emerged. Last year, the 
company sold US$27.6 million worth of 
cells, mostly to calculator makers. But 
the market for calculators and watches 
is becoming saturated, so the compan 
is now moving towards larger, stan 
alone applications, such as the portable 
power generator. 

This generator, which puts out 
enough power to drive a water pump or 
a small refrigerator, currently costs 
about US$550. Sanyo reckons that for 
the generator to become a consumer 
product, the cost will have to come 
down to about US$70. The company is 
also trying to improve the efficiency, 
currently running at about 5-6%, with 
which its cells can turn light into elec- 
tricity. In the laboratory, the best 
Kuwano and his team have managed 
thus far is 11.7%. 

Building bigger, cheaper and more 
efficient amorphous-silicon solar cells 
are also among the aims of Miti’s Sun- 
shine Project, a large-scale research ef- 
fort which is investigating a wide range 
of alternative-energy eneration 
technologies. The project’s budget for 
solar energy this year is about US$52 
million, approximately a third devoted 
to amorphous-silicon related research, 


I; future, according to Sho 
Maruyama, an official in charge of 
solar-energy development at Miti, 
amorphous silicon’s share of this budget 
is likely to rise to half or more. Much of 
this money goes to sponsor three pro- 
jects, each conducted by a different 
company. Naturally enough, one of 
these companies is Sanyo. Its task is to 
speed up cell manufacture, which is 
seen as being the key to reducing pro- 
duction costs. 

Currently, it takes 30-60 minutes to 
make a three-layer solar cell. The pro- 
ject’s goal is to cut that time down to 
just a few minutes; the difficult part is 
ensuring conversion efficiency does not 
suffer as a result. 

Fuji Electric is attempting to produce 
large (1.2 m?) cells, which also have 
reasonably high efficiencies of 7-10%. 
Normally, the bigger the cell the lower 
the efficiency, a problem that is thought 
to be caused by the accumulation of 
electrical resistance in the wiring that 
connects cell to cell. 

Kuwano and his team at Sanyo have 
already developed a method for increas- 
ing the area and reducing the resistance, 
using a laser instead of a mask to shape 
the layers. Cells made this way are said 
to produce a higher voltage, making 
them suitable for power applications. 

The aim of the third project, which is 
the responsibility of Mitsubishi Electric, 
is to develop methods of stacking cells 
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to improve their conversion efficiency. 
A simple three-layer cell is only sensi- 
tive to part of sunlight's broad spectrum 
of wavelengths. The remaining parts of 
the spectrum are wasted. By stacking 
layers made of alloys of amorphous sili- 
con, each with a slightly different spec- 
tral sensitivity, it Should theoretically be 
possible to more than double conver- 
sion efficiencies to 24% or more. But 
building such double- and triple-decker 
sandwiches is not easy, and Mitsubishi's 
best result so far is 9.295. 

In the US, Energy Conversion De- 
vices, a company which specialises in 
amorphous materials, has managed 
13%. Its achievement is one of the few 
recent bits of good news for US solar- 
cell researchers, still reeling from the 
Reagan administration's almost com- 
plete cut in funding for their work. 

Another blow for the US industry 
has been an end to tax credits for home 
owners who install solar-energy sys- 
tems. The Americans are now trying to 
catch up — according to a recen: edition 
of the industry newsletter, Photovoltaic 
News, "all capacity growth among US 
producers is in the amorphous area." 

They are going to have to try very 
hard. The Sunshine Project has set an 
interim target of reducing the cost of 

roducing amorphous-silicon solar cells 
y 1990 to about US$1.50 a kWh — a 
tenth of the current cost. 

Why should it be necessary for the 
government to sponsor research when 
private companies seem to be making so 
much progress under their own steam? 
Kuwano explains that, while companies 
can manage increases in performance of 
two or three times on their own, an in- 
crease of 10 times needs innovative 
technology. Developing such technol- 
ogy is too financially risky for a private 
company. 

In addition, to get the economies of 
scale required to reduce the cost of man- 
ufacturing amorphous-silicon solar cells 
and make them competitive with other 
forms of energy generation, it is rec- 
koned that production will have to in- 
crease to the annual equivalent of be- 
tween 100 and 1,000 mW. Total Japanese 
production last year was less than 10 mW. 

What will be needed for such large 
production volumes is contracts from 
electric utilities for large numbers of 
cells for power generation. But before 
such contracts are drawn up, there are 
still snags to be overcome. Chief among 
them is the problem of deterioration. 
Over a period of a few months, amorph- 
ous-silicon solar cells tend to lose up to 
20% of their efficiency. Although much 
progress has been made towards reduc- 
ing the effects of this problem, its cause 
is still unknown. 

Kuwano is undismayed. He points to 
the fact that the Sunshine Project has 
only just reached its halfway mark: it is 
scheduled to run until the year 2000. 
"That should keep me in work until I re- 
tire," he concludes happily. oO 
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Tea goes off 
the boil 


Indian growers fail to meet 
production targets 


By Salamat Ali in New Delhi 
ndia's share of the world tea mar- 
ket, which stood at 34% in the 1960s, 
is now only about 20% and falling fast 
— while Sri Lanka has begun to emerge 


as the world's prime tea exporter. |. 


Growth of only about 4% in domestic 


consumption this year to about 420 mil- | 


lion kg, combined with strong c: 
tion from Sri Lanka and Africa and high | 
taxes on the industry, have led market 
analysts to predict that India may have © 
to stop exporting tea in the near future 

and may even face domestic shortages. 
The industry considers it impossible 
to reach the national production target 
MOHAN RAM 


of 716 million kg a year by 1989-90 (as 
well as the export target of 280 million 
kg). Total exports for fiscal year 1986-87 
(ended 31 March) were about 200 mil- 
lion kg, worth about US$473 three mil- 
lion — compared to the previous year's 
220 million kg, worth US$546 million. . 

According to M. L. Rikhye, recent 
president of the Indian Tea Associa- 
tion, the industry has long warned the 
government of the need to increase ac- 
reage by some 50,000 acres (20,234 ha), 
and to rationalise the tax structure. 
While the central government has pro- 
vided tax breaks, these only apply to 
40% of the tea produced. The govern- 
ments of Assam, West Bengal and Ke- 
rala states — where most of the tea is 
















foreign markets and to policies at home. 
Foreign buyers have long preferred to 
iport cheaper bulk tea to blend and 
B themselves for higher. profits. 
n the mid-1980s, India adopted policies 
to ensure itself of a minimum export 
price. At the same time, Sri Lanka and 
African tea producers moved in with 
cheaper leaf, making overseas buyers 
look at Indian tea more as a secondary 
urce. Indian tea exports also suffered 
a considerable loss of goodwill due to 
is policy. 
Loca! tea exporters say there is a 
ve-year cycle in the world market 

















jailand’s economic performance is 
kely to be better than resi this 


a - The Bank of Thailand (BoT, the cen- 
tral bank) has revised upwards its esti- 
mate for GDP growth for the year from 
..S95 to 5.5-6%. Originally the bank ex- 
pected: the- agricultural sector, which 
currently constitutes less than 20% of 
GDP, to grow 3% and the non-agricul- 
tural sector to expand 5.5%. These 
forecasts have now been revised to 3- 
4% and 5.5-6% respectively. 
— Exports of manufactured goods, the 
nly bright spot last year, have grown 
an even stronger pace in the first half 
this year and clearly have now be- 
ethe most significant factor in Thai- 
's economic expansion. These 
, supported by a recovery in basic 
mmodity prices, have contributed to 
8.3% increase in total exports for 
first six months. Export NERE 
textile products alone ju 
.1% during this period to Baht 0.9 
illion (US$807 million), making them 
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icultural products, such as canned 
pods, and jewellery were also star ex- 
port performers. 

- BoT governor Kamchorn Sathirakul 
aid recently that several export- 
iented industries were running at full 
pacity but still could not meet over- 
Domestic demand: has also picked up 
ause of higher commodity prices. 
Rice prices, the key factor determining 
the living sfandard of the majority of the 
population, rose 14.7% in this period 
and, as a result, sales of a wide range of 
consumer : products a and’ durables in- 





































: formance : 


“The country’ s declining ea exports 
are due ta, a number of changes in | 


NON IC MONITOR. 
C aring to new heights 


he biggest export item. Processed ag- - 


one average : year and three not- - 
years. They argue that 1986 and 
fall. into the last category. 
mediate future will depend almost en- 
tirely on the state of the world market, 
The government's response has been 
to place greater emphasis on exports of 
packet tea. New measures to promote 
these sales include abolition of tax on 
tea-bag filter paper, annulment of ex- 
cise duty on tea bags and some other 
similar steps. This is because tea bags 
account for about 70% of the tea con- 
sumed abroad. Tea industry sources be- 
lieve that though the measures are 
meant to last for. no more than three 
years, they will have to continue indefi- 





demand and an influx of Japanese in- 
vestment escaping Japan's high yen-in- 
duced production costs, have boosted 
the flow of private investment into Thai- 
land. 

Investors sought apr roval from 
the Board of Investment (Bol) for pro- 
jects worth more than Baht 56.8 billion, 


a colossal jump of more than 500% 


nde to the same period last year. 


The aggregate worth of approved pro- | 


Jeets rose 122.8% to Baht d billion, 
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balance 
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problems. with Soveitimicnt E 
pe high prices, some blame 

lack of promotional campaigns for thg 
poor performance of value-added tea 
exports: Officials of the government- 
owned Tea T rading Corp. (TTC) argue 
that . besides. improving packaging 
standards, India should look for tie-ups 
with well- ‘known department stores to 
promote joint labels — a strategy al- 
ready used with success in Belgium. The 
TTC is also seeking agreements with 
small marketing agencies overseas, as 
lack of funds has hampered promo- 
tional nor so far. E 


































fined: tui booming PIPON tonented: in- 
dustries. | 

. However, there is concern over the 
sharp growth in luxury imports, which 
rose 25.8%. and constituted nearly 10% 
of the total. ! 

Thailand" s overall external accounts 
balance remained stable, though the 
trade deficit expanded 191% over the 
period to Baht 17 billion. The larger 
capital inflows and a better-than-ex- 
pected performance by the tourism sec- 
tor, which more than offset declines in 
remittances from Thai workers over- 
seas, contributed to a balance-of-pay- 
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Baht 596 billion, up 13.1% from a year 

Imports, 
the period, remain the only potentially 
worrying factor. According to Kam- 
chorn, a sudden surge in imports after 


the economic slowdown of 1985-86 is : 
normal, especially given the fact that a- 
substantial portion of the capital-goods 4 
and nie OUR imports is des- | 


and bank lending to the private sec- | 
tor at the end óf June amounted to | 


which jumped 26.7% in. 


ments surplus of Baht 1. O billion, down 
fróm Baht 15 billion in the same period 
last year. Foreign-exchange reserves 
(plus gold) grew to- almost US$4.7 bil- 
lion, equivalent to a. comfortable 4.7 
months of imports. © 

The BoT expects the inflation rate to 
increase slightly this year to about 2.5- 
3.5% , based on a first-half rise of 1.9% 
and moderately. higher price levels in 
the ar sxxmonths. = ^^ o on | 





















tS not just how lo 


| Its 


No matter how long youage ordi- ~ 
nary Scotch, it willalways be ordinary. — 

Which is why the words “12 years 
old” ona label aren’t nearly as impressive 
as the words “Chivas Regal.” 

After all, since 1801, Chivas Regal has 
been made from the prize whiskies of 






what 





such legendary Highland distilleries as 
Strathisla—one of Scotland’s oldest. 
In fact, Chivas Brothers meticulously 


ng you age it. 
you age. | 


selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

All of which helps explain why many 
Scotches can carry the words “12 years 
old? But only one, can carry the words 
“Chivas Regal.” 
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os 304 Pages -— Hard Cover, liberally 
^ Hlustrated with charts and graphs fully indexed... 


What The Professionals Say: 
- “A timely, interesting and thoughtful 
— anaiysis of Asian stockmarkets. Anthony 
| -Rowley’s book makes an important 
< contribution to understanding this dynamic 
2 region." 
; Robert Hormats, Director, 
vCÜoidman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
^ meets a long-felt need for a definitive report 
cem Asian stock markets.” 

- 4. Mark Mobius, President, 

"International Investment Trust Company, 

<o Taipei. 


^ "Avery readable and important book. 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to heip solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for pr oducing 
one, if not the first, book on this subject." 


David Gill, Director, 
Capital Markets Department, International 
ance CO POTRAGA een D.C. 
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By Kedar Man Singh in Kathmandu 


'ar-old government of Prime 
| ister Marich Man _ Singh 
| Shrestha has put through a budget for 
| fiscal: 1987-88 which is heavily depen- 
| dent on foreign aid and loans. Finance 
. Minister Bharat Bahadur Pradhan has 

dr up a budget of Rs 15.18 billion 
8.46 million), with a deficit of Rs 
llion — equal to 35.2% of total 

















, total estimated spending, 
set aside Rs 4.9 billion for re- 
g expenses, of which Rs 817 mil- 

n will go for defence. Development 
| &pe ing has been set at Rs 10.2 billion. 
Pradhan hopes to get Rs 2.5 billion from 
bilateral and multilateral grants during 
the new fiscal year. To help bridge the 
deficit, the finance minister plans to 
raise Rs 4.1 billion from foreign lenders, 
leaving a net deficit of Rs 1.2 billion — 


which is to be met from domestic banks | 


and the sale of various bills and bonds. 
Emphasis has been laid on improv- 
ing the efficiency and effectiveness of 


public-sector investment programmes, - 


which currently consume some 60% of 
total national bank credits. The budget 


also calls for simplification of the proce- 


dures for issuing licences for imports of 
raw materials and parts for industry. In 
addition, the government has repeated 
its goal of setting up a free-trade zone 


and bonded warehouses with a view to - 


giving more facilities to manufacturers 
— though businessmen say that six 
months have already gone by without 
implementation. 


idge that gap 


i Nepal counts on foreign aid to meet deficit 





Critics noted further that though 
Nepal faced a record trade deficit of 
some Rs 6.9 billion in fiscal 1986-87, 


Pradhan has failed to introduce any new - 


policy to encourage exports. 
The budget also aims to reduce infla- 


tion and the trade deficit, increase ex- 
ports and diversify the nation's trade - 


partners. It hopes to do more business 
with Singapore, Hongkong, Japan, the 


EC, the US and Scandinavia. The finance | 


minister, in his speech, m 
set a goal of 7% GNP . 
growth, and pledged to |^ 
bring inflation down to | 
single-digit levels from. 
the current 13% or so. 
He blamed the infla- | 
tion level on poor wea- |! 


E Titaioxperdhhure 


ther, which caused |. 
farm D roduction to fall | 
short by 7.8%. ; iie 
The government || {propose 
hopes to rationalise || foreanaidigrants) 


import duties on con- | 
sumer goods as one | 77 
means of reducing in- 


flation. In the past, the goverament had 


collected import duties on more than 


7300 items — with different rates for 


each. In this budget, the duty system has 


been reduced to 10 groups. 


However, as a result of the abolition 
of value-added taxes, the. government 
has levied an additional duty (ato ps 
normal import duty) of 25-55% 
many imports. Thus, many critics feel 
that final consumer costs, are likely to 







| mic éfficiency, nearness to co 


NEPAL'S 
BALANCING 
ACT 








| even the pri 


crease to improve Kathmandu A 


allocation rose 30%, while tr: 






duty reforms. 






maed up following the di f 
Emphasis appears. to t 
àway from the farm sector un 
budget. The agricultural sec 
allocation rise by 18% — 
areas saw far greater rises. Ci 
tion, for example, received a 2! 




























to international standards. Educ 












and the health sector received i increa: ; 
of 110% each. 
Pradhan has sought to incre 
pace of development. He has se 
“core development: ro ramme, 
projects ranked on the basis of 







































its foreign-a v 
nent and its. str 
importance. T 
projects - “with. 
rates of return. U 
ductive projects. 
receive lower priority. 
even if money has 
ready been invested in 
them, a Finance Mi 
try source said.  . 

Despite the govern- 
ments attempts to 
shift focus i 


nomists have criticised the budget. De- 
vendra Raj Pandey, former finance sec- 
retary, said the budget was “lifeless... 
prepared by foreign experts and for. 
foreign experts," and one which. “does 
not concern over 95% of the Nepalese. 
population" but merely adds to the na- 
tion's debts. He predicted that the def. 
icit would be far higher than forecast in- 
the budget, based on the pem 

the previous fiscal year. | 



































| and scarcity in central Tokyo has 
wm fuelled the worst bout of property 
lation since the period im- 
1 ediately before the first (1973) oil 


lan for “remodeling the Japanese ar- 
hipelago” set off a fever of pre-emptive 
ind buying. Yet, some planners and 


here may be s silver lining to this parti- 
ular cloud. 

The acute shortage of space has not 
nly sent office rents through the roof 


created a situation in which one of the 


: :mes — the reclamation of 
ge areas of Tokyo Bay to provide 
hat will essentially be a new business 
entre — is beginning to look like a via- 
ble proposition. 

^s Leaving aside long-term ideas for the 
building of a new island city in the 


hock, when the premature publication | 
f then prime minister Kakuei Tanaka's 


evelopers in Tokyo are starting to feel | 


forced commuters to live further - 
the centre of town. It has also 


d's most ambitious urban-develop- | 
centre, given the extreme difficulties 


ity on the bay 


centre of Tokyo Bay, plans to reclaim or | 
redevelop the Tokyo waterfront area. 


could make available as much as 500 ha. 
of additional land over the next 10 years 
— an area nearly 20 times the size of the 
existing Marunouchi business centre 
and equivalent to about a fifth of the 
total amount of office space in the 23 
wards of metropolitan Tokyo. Even 
more important than the new space 
could be the role of the offshore pro- 
jects in breaking the logjam which has- 


for years been blocking the redevelop- 


ment of some of the city's more crowded 
downtown areas. —— 

"The Tokyo Bay development. pro- 
jects could do much to secure Tokyo's 
position as an international business 


some vier companies. have experi- 
enced in^ inding office space in the 
Marunouchi and Otemachi business 
areas. But the schemes also offer some- 
thing to locals, by proposing to give a 
distinctly marine flavour to a city whose 


"——— ————————————————M———————————————————— sree e wreath eee brett Audet 








1cial islands lying 
d immediately offshore 
J from the 



























EK mouths of the Sumida 
TOKYO BAY: 

FULFE-LING and Arakawa rivers 
inthis may hold the key. to 
easing the city's growing pains over the 


be put to use — or to better use than at 


dozen central government ministries 


wn notions of what to do with the area. 


ct together means that it may be years, 
ather than months, before. the au- 

rities can. come up with a com- 
| ni ve plan for the region, even 
ough officials at the Construction 
jd the REVIEW that they 
n e everything sorted out by 








"he ” 'okyo waterfront area, cover- 
ng ábout 450 ha (or nearly 20 times the 





,ness centre which is the most sought- 
after location for foreign companies es- 
blishing their ccu head pifiges), 








business | 
centre of Tokyo at the - 


next decade. But before the islands can || 


resent — a miracle of coordination will | | 
ave to be achieved between the half- . 


ind 50-odd private developers who are | 
rying to get involved, to say nothing of || 
he Tokyo City Government which has its d 


. The difficulty of getting this multiple | 


area of the downtown Marunouchi busi- 


which runs through the islands, 
















| "eM at first sight like the ideal Pi on 
which to build a new business centre. | 


Only 6 km (about 10 min-by a pro- 
jected subway-line extension) from 
Tokyo Station, the area is large enough 
for at least 200,000 day-time “work 

ers — of whom perhaps as many as half 


might also be able to live within minutes 


of their workplace. 

The Tokyo Bay Coastal Expressway, 
pro- 
vides easy access to. both of Tokyo's S$. 





} main develun 


| all, the Tokyo City € 


| differing ideas on how A tat ar i^ ni of 


sub-centre- project © 7—. also. dubi 
se of the 


ent thrust has tended to 
| be inland. Plans published by the Tokyo 
City Government for the building of # 
Tokyo Teleport on one of the existing 
blocks of reclaimed land in the water- 
front area stress the creation of water- | 
side parks and recreation facilities, as 
well as office blocks and high-rise hous- 
ing. 


E ven making full allowance for the 
imaginations of the draughtsmen 

asible for preparing artist's aay shed | 
sions, this marks a sharp turn away from | 
the post World War II pattern of locat- | 
ing much of Japan's industry in re- 
claimed areas fringing coastal areas — 
while forcing Japanese to live their daily 
lives in areas remote from the sea. The 
obsolescence of many of the industries 
which once lined the bay may have 
given momentum to an outward-look- 
ing format for Tokyo’s next phase of 
development. But the planners also | 
seem to be moving. with the times, if | 
only in order to ensure that the city 
stops lagging too far behind Japan's 
newly acquired image as the world's 

























main airports (at least, compared with 
the agonising crawl from the centre of 
town). Yet the area also suffers from a 
number of snags which make it some- 
thing considerably less than a de- | 
veloper's dream. One problem is that | 
existing roads out to the islands, which | 





-have in. the past been used for ware- 


housing or for industry that has been 
made obsolete by structural changes in 
the economy, seem unlikely to be capa- 
ble of handling the traffic that might be 
generated by the din. of a new com- 
mercial centre. 

Far more serious is the fact that own- 


De of the half dozen or so islands 


which make up the waterfront area is di- 
vided among dozens of different enter- 
prises and organisations with radically 







be exploited. The larg 


published an outline scone 
new metropolitan "sub-centre" housing 
115,000 workers and porem ac comme no- 
dation for about 44,000 people on t 






. patch of land known as “reclaimed area 


No. 13,” which was constructed a decade 
ago as a dumping g ground for soil exca- 
vated from the Tokyo subway system. 
The ¥1.9 trillion dcs 4 billio 
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If the Tokyo Bay projects do tH 
go ahead, e ; 
seems likely to be do involve 

| foreign companies IT x develo ment 
I work — o : itively y and less esira- 


















ebuildin; sof feens cities is 
| matter for J apanese plan- 


and construction companies., 
ording to Rokuro Ishikawa, 
an of Kajima Corp. and one the 


| p ders -of the movement to redevelop 
Ze To 0, “lack of interest" by foreign 
construction companies is the biggest 





on contract awarded in Japan 





oe 


| “shut out” of the first stage of the Kan- 
sai International Airport project in 
western Japan, may be even more an- 
noyed if the building of a new interna- 
tional business centre on Tokyo Bay 
does not include an international ap- 
proach to the awarding of construction 
contracts. — Charles Smith 


cated communications equipment the 
Tokyo government hopes to build into it 
— would be expected to drastically re- 
lieve pressure on the existing business 
centre of Tokyo and might even replace 
the Marunouchi-Otemachi area as the 
focus of banking and finance. Yet, work 
on the Teleport seems unlikely to be able 
to proceed until agreement has been 
reached on how to handle at least three 
other major developments, each costing 
¥750 billion to ¥1 trillion. Plans for 
.these have been proceeding slowly, ac- 
cording to officials at the Ministry of 
Construction, because the Tokyo gov- 
+ ernment is at odds with local landown- 
ers over the scale of development or, 
in one case, unable to work out a com- 


promise between two rival projects that __ 


are being put forward for the same area. 


f the three "problem" waterfront 
projects, the most crucial to the 
success or failure of the whole water- 


| front-development concept, could be the | 
— [| plan of Tokyo Electric Power and Tokyo - 

| Gas to build a new “24-hour informa- | 
tion city" in conjunction with the Minis- - 


try of International Trade and Industry 


on Toyosu island — a 95-ha strip ofland , 


j near the mouth of the Sumida river — 
where the two companies own obsolete 
power-generation and city gas facilities. 

The Toyosu "information city" idea 


| seems uncomfortably close to the city | 
government's Teleport project and 
j might even be seen as directly compet- 


ing with it. Overlapping functions, how- 


ever, are evidently not the only — oj 
even the main — reason for the misgiv- |- 
ings of city cover planners about a 


reason why almost every major 


í few years has been executed. 


| who are dard fo bitter at mein been 





TO KYOS S GRAND 


eres Z enara de Ta 


| | Welfare Ministries - 





velopers* plans are seen as being far too 


| ambitious. T 
In an. outline for ihe whole water- 
¿front area published. in early June, the 
city government — 


allocated housing 
space for about 50,000 people to Toyosu 


and for about 55 000. to Harumi — but 
privately drafted. plans for the two is- 
lands are believed to set eventual popu- 


lation levels. far above this level. ice 
developments projected . for Harumi 


| and Toygsu are also said to be way 





Island-city PARER page 58 
_ Bridge-tunnel go-ahead: page 60 
Corporate power play: page 62 





| Tokyo Gas, |j over 
| Tokyo Electric Power 3d 


| C. toh or 
| Mitsu/Mitsubishi - 


the Toyosi p oject. A bigger problem is. 
| that, on both Toyosu and the neigh- 
bouring island of Harumi, private de- - 


| out to.a series of sub-centres s 









\ ISLAND CITY BLUEPRINT 


Participants 


























above the limit regarded as desira 
city planners, though precise details fo 
the amount of space that would be bi 
on-the two islands have yet to bep 
lished. 
The objections of planner: to th 
Harumi and Toyosu development p 
posals are based at least in part on 
calculations of how much evelop mer 
the area can actually stand vi hot 
costly investments in additional infra 
structure which the city is unwilling to 
make. But planners also appear to be 
against the private schemes on what 
might be described as , deolopic 
grounds. * d 
The current long-term strategy of 
metropolitan government calls fo 
“thinning out" the overpopulated cit 
centre by moving people and businesse 





cally located at a drong of 


M iw ^w 
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from thé hub formed by Tokyo Station 
and the Marunouchi business area, 
while maintaining the overall popula- 
tion level of the 23 wards of downtown 
Tokyo. 

The Teleport project would provide 
the city with its seventh sub-centre, 
joining a circle already formed by 
(among others) the Shibuya and Shin- 
juku sub-centres in the south and west 
of the city and by Ikebukuiro and Ueno 
in the north. Private development plans 
for the inner part of the waterfront area 
threaten to go directly against this stra- 
tegy by creating a new area of intensive 
development at precisely the distance 
from the centre where the city planners 
aim to keep development to a mini- 
mum. They would also increase the 
total population of Tokyo well above 
the level the local government thinks is 
desirable 

In theory, the city government 
should be able to stop in its tracks any 
large-scale development project whic 
fails to harmonise with this long-term 
“vision” for the metropolis by simply 
withholding planning permission. But 
in practice, each side can almost cer- 
tainly put a spoke in the other's wheel. 
The city government’s annual budget 
for road building of just under ¥60 bil- 
lion is ludicrously small when set against 
the bill of at least ¥1 trillion which is 


SEL. { foa Tak == e 
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likely to be presented for the extra roads 
and bridges needed to carry people be- 
tween the islands and the city centre. 

In order to raise funds for the con- 
structions of roads and mass-transit rail- 
ways within the bay area, the Tokyo 
government has been working on a 
scheme under which bonds floated to 
pay for road building might eventually 
be repaid in part out of the profits 
earned by private developers from in- 
creased land values in the areas served 
by the roads. The companies, however, 
seem unlikely to want to pay the bills of 
a government authority which has di- 
rectly vetoed their development propo- 
sals. This may explain why direct discus- 
sions between the city government and 
the various groups interested in de- 
veloping the “inner islands" have hardly 
progressed since mid- 1986. 


TA key to breaking the deadlock be- 
tween the city and private develop- 
ers, according to Nagao Ariga, an official 
at the Ministry of Construction whose job 
it is to devise ways in which the private 
sector can be induced to invest in public- 
development projects, could be for the 
various central government ministries 
that have a stake in land development to 
work out a blueprint for the entire area. 
But Ariga admits that the deliberations 
of a Committee for Promoting the 


Ambitious scheme for 


an island city 


TX] Although most plans 

L8 for rebuilding Tokyo 
focus on the existing 
city, plus a small area 
in the top left-hand 
corner of Tokyo Bay 
that happens to be 
under the jurisdiction 
of the Tokyo metropolitan government, 
a few bold spirits have suggested a more 
sweeping approach. 

In the view of Kisho Kurokawa, 
a 53-year-old architect who is on 
close terms with Prime Minister Naka- 
sone, the only long-term answer to 
the Tokyo land shortage is likely to be 
the creation of a huge new tract of land 
near enough to the centre to accommo- 
date overflow from the overcrowded 
business areas, yet cheap enough to 
bring Tokyo land values down from the 
stratosphere. 

The 30,000-ha island (equal to half 
the size of the existing Tokyo ward area) 
which Kurokawa wants to build in the 
upper half ôf Tokyo Bay satisfies both 
these conditions. The land on the island 
could be economically made available 
to developers, at about *4 million 
(US$26,525) a tsubo (3.3 m2) — a frac- 
tion of the cost in downtown Tokyo — 
while the area would be large enough to 


TOKYO BAY 
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make a permanent difference to the de- 
mand-supply balance in the metropoli- 
tan area. 

In the detailed proposal for building 
a "new island city," which was publish- 
ed in April, Kurokawa's eight-member 
2025 Committee of academics, engineers 
and urban development specialists 





Sine Wu CM a 


Development of the Tokyo Waterfront, 

established in November 1986, are net 
roceeding quite as rapidly as might 
ave been hoped. 

One problem is the sheer number of 
participants: the panel includes repre-e 
sentatives from five different central 
government ministries as well as from 
the state housing corporation and a spe- 
cial cabinet group concerned with land 
development. Another is that, even at 
central government level, opinions dif- 
fer widely on the amount and type of 
development that should be carried out 
in the waterfront area. 

In the view of the Ministry of Con- 
struction and the National Land Deve- 
lopment Agency, any future plans for 
the development of Tokyo should be 
subordinated to the government's over- 
all land-development strategy, which 
stresses decentralisation and the rever- 
sal of the recent population drift from 
rural areas into the "greater Tokyo" re- 
gion. Other government departments 
such as the Economic Planning Agency 
(EPA), and a handful of top politicians 
including Prime Minister Nakasone, are 
believed to take the view that the top- 
heavy growth of Tokyo is a secondary 
problem compared with some of the 
other structural changes now being 
forced on the Japanese economy as 
a result of the yen revaluation and 


argues that the actual work of building 
an artificial island could be easily fi- 
nanced bv private funding, though the 
government “might” wish to be a share- 
holder in the development corporation 
that would be formed to carry out basic 
infrastructure work. The key to the pro- 
ject's viability would be the fact that the 
cost of reclaiming land in Tokyo Bay 
(about * 300,000 a m?) has been left be- 
hind by the recent astronomic rise in 
Tokyo property values. 

Apart from being 
Kurokawa 


cost-effective, 
believes his scheme could 
me out the massive im- 
balance that now exists be- 
tween Japan's reservoir of 
accumulated savings and 
domestic investment o 
portunities. The ¥238 tril- 
lion, 40-year project (equal 
to about two-thirds of 
Japan's 1986 GNP) would 
be large enough to soak 
up almost all the surplus 
cash which Japanese in- 
vestors have been pouring 
into US dollar-denomi- 
nated securities during 
the past few years. That 
would mean Japan got 
something "solid" in re- 
turn for its vast accumula- 
tion of private and corpo- 
rate savings rather than 
what Kurokawa dismiss- 
esas "useless" paper as- 
sets. 
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f g 
ing to officials at the. 
Tokyo waterfront projects primarily as 


ğomic growth and is not unduly con- 
cerned about the effects some ‘of the 





plans could have on the harmónious 
of Interna- 
tional Trade and Industry. Miti) andthe . 


growth of Tokyo. Ministr 





Prime Minister's Office also see things 


.| this way, but enthusiasm at the top of © 
. the ruling Liberal Democratic Party for 


-| letting the developers have their way 
may be blunted to some extent by warn- 
ings from the regions that too much em- 


Bean on developing the capital could. 


ea vote- loser elsewhere. 


Ae from the fact that giving free 
rein to the various Tokyo projects 
might eat up available development funds 
that could be better used elsewhere, 
- some politicians, and even some private 
developers, fear that there could be a glut 


of new office and commercial develop- - 


ments throughout Japan over the next 
10 years if some attempt is not made to 
control the enthusiasm of developers. 
In addition to the Tokyo waterfront 
project, large-scale land-reclamation 
pore -aimed at office development 
ave been announced or are already 
under way in Yokohama, Chiba, Osaka 


The impact of the hemer on Japan’s 
trade balance would be equally striking. 
By the year 2000 the additional domes- 
tic demand generated by work on the 
project would mean that exports would 
be down by about US$17 billion from 
"normal" levels, while imports would 
be up by US$10 billion. That ought to 
help satisfy the foreign critics of Japan's 
economic performance, who claim that 


| the country's basic failure has been | 
to consume too few of its own pro- 


ducts. 


urokawa's idea of herding some 6- 


A million people onto reclaimed land 
jin es Bay and into a new urban area 
in Chi 






version of the “Tokyo-centred” land 
development strategy, which Nakasone 


oe ds said to favour but which local politi- |: 
crease in population remaining in the 
expanded capital region. The other 4.5 | 


cians throughout Japan have been bit- 
terly attacking du 
months. But Kuroka 
scheme is actually | 






claims that his 








ess 
. than the Fourth National Land Deve- 
lopment. Programme . (Yonzenso), 
which was drafted recently by the Na- 
| danol Land Agency under the influence 
of regional interests. 
The Yonzenso plan predicates a na- 
tural increase in Japan’s population of 
0. million people by 2000, of 
ut 2.7 million would some- 
'r haveito be squeezed within 








the remaind would be distributed. in 


| port city of Kobe is "well akead with a 
struction Ministry, the EPA sees the | 


a chance to give a boost to domestic eco- « 


. Chiba prefecture directly facing the. |: 
island has been criticised as an extreme ^ 


ring the past few 


Tokyo-biased 


boundaries of Tokyo, while 


series of ambitious island-building pro- 
jects. The total amount of land that 


‘could result is estimated by sources at 
. "well over 10,000 ha” — enough to en- 
gure that at least some projects go beg- 
ging for tenants if too many come on the 


market at the same time. 
Because of the policy issues and con- 


"flicts of interest that surround the 


Tokyo waterfront project, Ariga and 
other development specialis:s feel that 
it may be difficult to create a "special 
legal institution" supported by private 
and public funds to carry out an overall 
waterfront-development scheme of the 
kind established last year for the Trans- 
Tokyo Bav Highway project. This does 
not mean that nothing is being done to 
promote work on the waterfront scheme. 
Work ona Tokyo port bridge (not to 


be confused with the Trans- Tokyo Bay 


Highway) which will connect the No. 13 
reclaimed area to the mainland has al- 


T ^ 





the regions. Kur kon S plan would 
place 8.5 million in the regions, with 
only. 1.5 million out of the natural in- 


million people destined for the Tokyo 


. Bay island city and the Chiba urban area. 


would include 3 million evacuees from 
overcrowded Tokyo and about 1.5 mil- 


lion foreigners, many of them interna- 
tional businessmen and their families 


who are expected to be drawn to Tokyo 


by Japan's burgeoning role asa banking 


and finance centre. 
The “foreign population - factor — 


I which. Kurokawa claims has been com- 


veu overlooked by the National 
nd Agency in its population projec- 


tions — is one of the main reasons why 





should. enable: the de governhie t 


| which — despite the deadlocks ov 


| moted by the Tokyo government if a 













make a start on its telepórt proje 
Plans for a monorail link out to the 
13 reclaimed area are also well : 
vanced, though the carrying capacity 
such a line seems likely to be far sh 
the actual volume of traffic to and fro 
the island area. 

The strongest evidence that work : 
the waterfront projects will go ahe 
sooner or later is the enthusiasm wi 






























































actual plans — major private comp 
have been forming themselves in 
groups to execute the projects. At 1 
count, two major trading companies 
top steel-maker and one of Japai 
largest non-life assurance comp 
were said to be competing to ac 
development partners in the Telepo 
project and other schemes being pro 





when they go ahead. 


he feels that Tokyo Bass no chance - i 
meeting the demands likely to be plac 
on it in the next 30 years without a dr 
tic increase in the amount of land 
able for development. An alternati 
his plan might be to build a new c 
somewhere else in Japan, but this 
be even more costly than recla min 
Tokyo Bay and might be less certain © 
success, given the reluctance of busi- 
nessmen to move from the existing com- 
mercial and economic centre. 
Kurokawa's bay-island plan is by no 
means the first proposal for harnessing 
the empty spaces of Tokyo Bay to me 
the needs of Tokyo. Starting from the 
early: 1960s, there have been at least 
four earlier plans, the latest of which, by 
the MiSity of International Trade and 




















.and more radical in the solutions it 
: proposes to some of the environmental 
roblems involved in filling a huge tract 
-of water to make a city. It may also be 
the most realistic, given the tendency 
or the actual growth of Tokyo to run 
ar ahead of even the most bullish fore- 
casts for population and traffic den- 









js Kurokawa’ s plan would need about 
-8.4 billion m? of landfill, of which only 
about half could be dredged from the 
outhern part of Tokyo Bay, where the 
maximum depth of water is already 
more than 20 m. For part of the remain- 
ng 4 billion m? or so, the 2025 Commit- 
tee proposes scraping 2.8 billion m? of 
-soil and rock off the tops of mountains 
in Chiba prefecture, which in any case 














73 Although squabbles 
| between private and 
| public-sector interests 
have delayed the start 
of work on the Tokyo 
waterfront develop- 

scheme, one 
Elo nMédénml Other giant project 
A now séems certain to go ahead. 
— Last October, 10 years of acrimoni- 
|. ous debate over a host of Tokyo Bay 
- bridge and tunnel proposals finally 


TOR YO BAY: 
HTE TTS ment 


| stitution” was set up to build a highway 
|. across the mid-point of Tokyo Bay be- 
< tween Kawasaki City in Kanagawa pre- 
. fecture and Kisarazu in Chiba prefec- 
| ture. 
. A. According to Akira Oka, the former 
Bank of Japan director who heads the 
Trans-Tokyo Bay Highway Corp., the 
only major hurdle to be surmounted be- 
fore work can start on the ¥1.15 trillion 
«(US$7.63 billion) project is the negotia- 
‘tion of a fishery compensation deal. 
Once that has been agreed the corpora- 
tion expects to start raising funds and 
awarding design contracts for what 
Oka describes as the "construction 
equivalent of the Apollo space pro- 
gramme. 

<> When the idea of building a road 
icross Tokyo Bay was first mooted in 
he late 1970s by a handful of top busi- 
“‘nessmen in the steel and construction 
industries, there were at least three sets 



















likely to be stillborn. 

A road across the bay could do won- 
ders for the economy of the isolated 
southern part of Chiba prefecture, at 
present only accessible from Tokyo by a 


NA. 


: overflow 4 from the islar 
would come from Tokyo's own garbage 





; ie ton y E 
weeks before the Kurokawa plan. The - 
2025 project, however, is both far more | 
ambitious than any of its predecessors 





came to an end when “a special legal in- — 


of reasons why the project seemed | 


velling 


dumps (500 million m3 of mainly soft 
rubbish suitable for parks) and from a 
canal cut across the neck of the Boso 


Peninsula separating the northern part 


of Fokyo Bay from the Pacific (600 mil- 
lion n 


AP" from providing soil, the cutting 
PA of a canal across the Boso Peninsula 
would help solve the water pollution 
problem, which development experts 
have identified as the biggest single snag 


| about filling in Tokyo Bay. Water in the 


stagnant northern part of the bay is al- 
ready so dirty that fish barely survive 
and there seems no doubt that a large 
city would make things a great deal 
worse. 

Kurokawa's. solütion is to make 
water flow in and out of the bay through 
the Boso canal, taking advantage of the 


Bay bridge-tunnel 
gets the go-ahead 


laborious train or car journey around 
the northern fringes of the bay. The 
mayor of Kawasaki, however, saw the 
scheme as a plot to divert business and 


| tax money acoss the bay and opposed it 
vigorously. 


More si dons perhaps was the 
problem of how to build a highway over 
the bay without disrupting the busy sea- 


lanes used by ships operating between. 


Tokyo and Yokohama. The original 
plan, which, Oka savs, would have been 
both "beautiful and relatively easy to 













y at different 
1 thing up to 4 m. The 
i in water levels is due to the 
igh tide in the inner part of the 
bay coincides. with low tide on the 
Pacific coast of Chiba , and vice-versa. 
Another difficulty that has cropped 
up repeatediy in discussions on land re- 
clamation in Tokyo Bay is that of build- 
ing the supply lines needed to feed and 
fuel à community of 6 million people. 
Instead of installing port facilities on the 
bay island itself, or relying on transship- 
ment from the already overcrowded 
ports of Tokyo and Yokohama, 
Kurokawa suggests closing the whole of 
Tokyo Bay to large ships and substitut- | 
ing a “round-the-bay” underground rail 
and pipeline system, which would con- 
nect with two new Pacific coast ports. 
The 14-m diameter utility tunnel 
Kurokawa proposes would be built 
about 90 m below ground and would be 








































carry out,” was to build a pair of giant 5 
km suspension bridges on either side of 
the bay linked by a 5-km undersea tun- 
nel in the middle. This had to be aban- 
doned when the Maritime Safety 
Agency, Japan’s equivalent of a 
coastguard authority, ruled that free ac- 
cess for shipping into the inner part of 
the bay was more important than the 
aesthetics of bridge building. 


] Gee new version. of the project 
adopts the more difficult format of a 
10-km tunnel on the west side of the bay 
linking up with a single 5-km bridge on 
the Chiba side. This avoids disrupting 
the most important shipping routes be- 
tween Yokohama and Tokyo, but also 
commits the corporation to building an 
































large enough to accommodate four rail- 
way freight-car lines as well as fuel 
pipelines, telecommunications cables 
and a service track providing access for 
engineers and maintenance men. Trans- 
pr on the surface of the bay would be 

y small vessels only, leaving plenty of 
room for the marinas and bathing 
beaches which are one of the main sell- 
ing points of Kurokawa's proposals. 


f the island project went ahead, the 
idea would be eventually to relocate 
offshore both the central business dis- 
trict of Tokyo and the Kasumigaseki 
complex of central government offices 
(the emperor's palace, according to 
Kurokawa's blueprint, would be shifted 
back to the old capital of Kyoto). But 
Tokyo itself would also undergo some 
drastic remodelling. 
Using part of the € 100 trillion worth 
of profits he claims could be realised 
from the sale to private developers of 


undersea road tunnel that will be at least 
four times longer than the longest such 
structure currently in existence, the 2.4- 
km tunnel under a tributary of the River 
Plata in Argentina. A longer tunnel 
means the cost of providing ventilation 
and “sanctuaries” at various points 
along the six-lane undersea highway will 
be considerably higher. 

The deep layer of silt in the bay is 
another problem demanding special 
treatment because ordinary tunnelling 
techniques would involve too great a 
risk of flooding during the early stages 
of construction. Oka says a technique 
known as “sealed tunnelling,” originally 
developed in Britain to build tunnels 
under the River Thames in the London 
area, offers a theoretical solution. How- 
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reclaimed land on the island, Kurokawa 
suggests building two huge "insulation 
belts," or cordons sanitaires, around the 
Tokyo metropolitan area, part of the 
purpose of which would be to limit the 
amount of damage the city would be 
likely to suffer from a major earth- 
quake. The “belts” would consist in 
each case of a 500-m canal, bordered by 
a half kilometre band of sxyscrapers 
housing hotels, headquarters of major 
companies and shopping complexes. 

Kurokawa foresees much of the busi- 
ness activity now packed into the centre 
of Tokyo moving out into these areas, 
leaving the centre available for use as 
parks and open spaces. Such a layout 
would be far less liable to destruction by 
fire (the major earthquake hazard) than 
the existing densely packed city, in 
which one- and two-storey wooden 
houses still predominate. 

The idea of building a complete new 
city in the middle of Tokyo Bay has yet 


ever, the huge size of the main tunnel 
means existing sealed-tunnel boring 
machines are not capable of doing the 
job. So, before the corporation can 
commence diggin , it expects to have to 
design and buil 

machinery. 


its own tunnelling 
















to catch on with bureaucrats in the cen- 
tral government ministries; which 
handle the day-to-day problems of over- 
crowding in central Tokyb. But the 
scheme is, perhaps, no more surrealistic 
than the sweeping plan for "Remodel- 
ling the Japanese Archipelago" which 
helped to boost the leadership ambi- 
tions of Kakuei Tanaka, the construc- 
tion industry millionaire who became 
prime minister in 1972. 

Taking his cue from Tanaka, 
Kurokawa hopes to get his plan adopted 
by at least one of the three “new lead- 
ers" who will be vying for leadership of 
the ruling Liberal Democratic Party 
when Nakasone steps down in October 
this year. The most receptive of the 
three could turn out to be Finance 
Minister Kiichi Miyazawa, who is al- 
ready on record with a proposal to 
"double Japan's assets" (meaning its 
stock of housing, roads and basic infra- 
structure) by 1995. — Charles Smith 





Technical breakthroughs in tunnel 
building are the biggest single reason 
why the Tokyo Bay highway scheme can 
now be transformed from a planners' 
dream into practical reality. Oka, how- 
ever, points to two other major prob- 
lems that had to be surmounted before 
his corporation could be given the go- 
ahead to build the project. Government 
support for the highway scheme was 
only obtained in 1985 after Prime Minis- 
ter Nakasone became convinced that 
Japan needed a massive and highly visi- 
ble civil engineering project as a symbol 
of the government's will to boost the 
domestic economy. 


E: more crucial than the issue of 
government sponsorship was the 

uestion of who would pay for a project 
the cost of which threatens to outrun 
those of any previous single civil en- 
gineering project in Japan, including 
the new Kansai International Airport. 
Major public works projects in Japan 
have been carried out in the past by 
means of heavily subsidised loans from 
the government's Fiscal Investment and 
Loan Programme, which is funded ulti- 
mately from Post Office savings, or by 
direct subventions from the main na- 
tional budget. The deficit-cutting pre- 
occupations of the Ministry of Finance, 
however, meant that both of these chan- 
nels were being closed during the 1980- 
84 period when the first efforts were 
made to get the highway project off 
the ground. What saved the scheme in 
the end, says Oka, was the fall in com- 
mercial interest rates which made it 
appear possible to finance up to 80% of 
the construction costs frpm private 
sources. 

Private financing of the bridge-tun- 
nel project will include *20 billion 
worth of subscriptions to the highway 
corporation's capital by major com- 
panies, including steel and construction 
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oups Which expect to benefit when 
uilding gets under way. A much bigger 
rtion of the funds will be raised in the 
orm of long-term bond issues on the 
Tokyo capital market or in loans from 
Japanese City and long-term credit 
banks. Oka also plans to raise Eurodol- 
lar or Swiss franc financing in a bid to 
give the project international status. 
However, the US$200 million ceiling 
which applies to most issues floated in 
the Eurodollar market means that only 
a tiny portion of total funding is likely to 
be raised from this source. 

Despite the fall in funding costs, a 
key financial snag remains. No amount 
of advance planning seems likely to an- 
swer the question of how much money 
the highway will actually earn. The no- 
tional toll, adopted for planning pur- 
poses, of ¥4,900 for private cars ap- 
pears high by today's standards but 
could seem moderate by the time the 
highway opens to traffic in the late 
1990s. 


Similarly, the estimate that 30,000 
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front development 
projects are a test not 
only of the controver- 
sial urban develop- 
ment theories of the 
Tokyo city govern- 

A ment but also of the 
ability of Japanese trading companies to 
muscle in on new areas of the economy. 

Almost all of the big nine general 
traders appear to be interested in form- 
ing consortia to undertake waterfront 
development projects. But the main plums 
seem likely to go either to a grouping 
of 10 major companies formed by Mit- 
subishi Corp. and Mitsui and Co. — the 
two oldest and until very recently the 
most powerful of the big traders — or to 
C. Itoh and Co., the most aggressive and, 
in the past year, the most successful of 
the nine. 

The Mitsui-Mitsubishi Study Group 
for Tokyo Waterfront Development 
Projects, which was formed in the 
spring of 1986, includes the country's 
two biggest steel companies (Nippon 
Steel and Nippon Kokan), the two 
largest real-estate companies (Mitsui 
Real Estate and Mitsubishi Estate Co.) 
and two major banks (the Industrial 
Bank of Japan and Fuji Bank). The 
group also includes several major con- 
struction firms, including Kajima Corp. 

Initially, the group looked likely to 
dominate the bidding for the waterfront 
projects, lasgely because of the sheer 
weight of influence its members can 
wield in the Japanese business establish- 
ment. Recently, however, the C. Itoh 
consortium has emerged as a serious 
rival. The 11-company group, led by C. 
Itoh, includes the Long Term Credit 


E The Tokyo water- 


TOK fO BAY 


Di > THE FUTURE 


rate power play 


cars a day will cross the bay in each di- 
rection is just as problematic. This tig- 
ure was derived koih surveys of traffic 
moving around the shores of the bay. 
But up to now every single forecast of 
traffic densities in the greater Tokyo 
area has proved an underestimate. 

The impossibility of knowing exactly 
what traffic conditions will prevail in the 
late 1990s means that constructing the 
bay highway — as well as investing in it 
— will be an act of faith. Oka argues 
that the profitability of the project itself 
is not the real issue. Far more important 
is the impact the scheme will have in fill- 
ing the “vacuum” on the eastern side of 
the bay and in boosting the growth of 
the whole Japanese economy. 

When the highway opens in about 
1996, people living in Kisarazu, on the 
eastern shore of the bay, will be able to 
reach Kawasaki by car in about 15 mi- 
nutes and the centre of Tokyo in just 
over an hour — acceptable travelling 
time for Japan's urban commuters. This 
means that a whole new area will be 


Bank of Japan, Sumitomo Real Estate, 
four large construction companies and 
NTT, the recently privatised state tele- 
communications giant. 

A distinguishing feature of the C. 
Itoh group is the presence of Citibank 
— the sole foreign participant in either 
of the two consortia. A C. Itoh spokes- 
man said that while Citibank may not be 
in a position to invest heavily in water- 
front development projects, it may be 
able to introduce foreign tenants to the 
office buildings the consortium hopes to 
build. Citibank's involvement could 
also turn out to be a politically shrewd 
move, given Washington's increasing ir- 
ritation over Japan's alleged attempts to 
shut foreigners out of big construction 
projects. 

Neither the Mitsubishi-Mitsui group 
nor the C. Itoh consortium own land in 
the waterfront area, but both groups 
hope to secure the right to carry out 
major development projects in associa- 
tion with local landholders. 

Initially, both groups have set their 
sights on Ariake-cho, a 94-ha stretch of 
land bordering the Tokyo Coastal Ex- 
pressway. It is strategically located next 
to the Tokyo City Government's Tokyo 
Teleport project and considered ripe for 
development. Mitsui's real-estate divi- 
sion sees it as a high-class residential 
and commercial area. C. Itoh has simi- 
lar designs, but has yet to make them 
public. 

Both groups estimate the eventual 
development costs at about ¥1 tril- 
lion (US$6.63 billion) and suggest the 
work should be carried out by a “third- 
sector" corporation consisting of pri- 
vate participants like themselves and a 
variety of public-sector organisations, 





drawn into the Greater Tokyo orbit, 
with knock-on effects in populatien 
levels and property values. Land values 
in Kisarazu have already doubled since 
1985 when parliament passed a law giv- 
ing the highway scheme the status of à 
national project. 

Oka believes other benefits of the 
scheme will include a two-hour reduc- 
tion in the time needed to travel be- 
tween Tokyo's two main airports, 
Narita and Haneda, and the provision 
of what he claims will be an earthquake- 
proof route linking Tokyo with north- 
ern Honshu — useful in the event of a 
major earthquake in the Tokyo area. 

But the real value of the scheme in 
the long run may have been to prove 
that private business and the govern- 
ment can work together to revamp 
Japan's domestic infrastructure. 

— Charles Smith 







including the Tokyo city government. 


At the moment, Ariake-cho is 
owned by 43 small companies which are 
engaged in timber processing and whole- 
saling. Few of them appear to have 
realised their luck until Mitsui and Mit- 
subishi came out with their initial deve- 
lopment plans a year or so ago. 

Mitsut’s real-estate development di- 
vision claims that all 43 are members of 
its study group for the area, though a 
company spokesman admitted that 
"one or two" might have joined the rival 
consortium. Meanwhile, the 43 landown- 
ers have formed their own “Ariake Im- 
provement Association" in an effort to 
decide what is best for the area. 

— Charles Smith 
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RE-DEFINED 


A American Express Bank we believe that 
yesterday's concept of “private bin d no 
longer meets the needs of today's complex world. 
And so our approach to private banking is as 
different, as innovative, as our bank itself —in a 
number of ways. 

For example, we are one of the very few banks 
that specialize in serving international clients, and 
we have over 65 years of experience in this field. 
Today, with 99 offices in 43 countries — one of the 
world's largest networks — we are present in all key 
financial centers of Europe, Asia and Latin Amer- 
ica. In Switzerland, private banking services are 
provided by American Express Bank (Switzerland) 
AG. And, through American Express Bank Inter- 
national, we now serve international clients in the 
major U.S. gateway cities of New York, Miami and 

-Los Angeles. 


Exclusive services 


Moreover, we offer an exceptionally broad spec- 
trum of services, including Gold Card? privileges 
through American Express Bank and our exclusive, 
round-the-clock Premier Services?" for the busi- 
ness and personal travel needs of certain clients. 
Another example, our asset management. In 
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addition to full-time, professional portfolio man- 
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can Exoress family of companies. Result: you have. - 


an unequaled choice of ways to protect your assets. 


and mzke them grow. 


Your personal advisor 


To help you benefit from this broad array of ser- 
vices, we i one of our Account Officers as 
your personal advisor. An experienced profes- 
sional, he coordinates American Express Bank's 
global resources on your behalf, supported by one 
of today’s most advanced telecommunications and 
compu:er networks. 

Private banking re-defined, by American Express 
Bank: personal, innovative, fine-tuned to the special 
needs cf international clients. For more information 
on how this unique concept can help you reach your 
financial goals, contact us today. In Hong Kong, 
telephone 05-844 06 88; in Singapore, 22-023-11. 
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iary of American Express Company, which bas assets 
of more iban USS99 billion and shareholders’ equity in 
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“The present position and potentialities of 
this region justify optimism." 


"Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events." 


&& 


...We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


"At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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In the middle of a decade which had. 
seen the greatest upheaval the world had- 
ever known, a group of men with faith. 
and foresight set their eyes on Asia. | 

They recognized the need to chronicle. 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster. 
than any other. A region that they felt the 
world would need to watch carefully. 3 

In October of 1946, a publication d 
dedicated to balanced, objective coverage - 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 40 years later, the Far Eastern . 
Economic Review is the world's premier - 
publication on Asian affairs. Unmatched 
by any other. | 

Today, more than ever, when the Review > 
speaks, Asia listens. 


FarEasternEconomie 
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Sit back, relax and enjoy the "Golden Service" of 
Malaysian Airline System, and be sure to ask for your Copy 
of the Far Eastern Economic Review. Available on all 


MAS. international flights. 


..come downto earth. 


From now until end '87, the Executive Suites of the hotel you want to 
take pictures of are going for 4096 less. Yet you'll get more — fruit baskets, 
chocolates, free use of health centre, and the impeccable service. 

So the next time you come down to Singapore, go one up and check into 
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The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its. 
kind. 

CHINA TRADE REPORT 
Provides A Broad Range 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather it Yourseif l 
You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 


publications, not to mention have your 
own network of people reporting from all 


the important zones in China. 


Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small investment . . . 
Handsome Dividends 
Start benefiting immediately from a 
information-packed | CHINA TRADE. 
REPORT by subscribi n 
investment today may pay handsome: 
dividends later in saved time, anergy a and 
money. | 
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| months of free-fall, the Indian bourse 
4 suddenly executed a sharp about turn. 
The Bombay Stock Exchange “Index 
| — down 27% since Prime Minister 
= Rajiv Gandhi's 


| nearly half that lost ground .in a broad- 
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sd from the depression 





t nsions, corruption scan- 


ere suddenly full of op- 
Ik about. a promising mon- 






soon, 
jJ. When Tata. fron and Steel main- 
i tained its dividend at a higher level than 
its dismal yearly results could support, 
investors somehow construed it as a sign 
of steadfastness, rather than reckless- 


|. rumoured prospect of impending bonus 
. and debenture issues from hard- e 


| spite the troubling impli icati 
ds move forthe group's inancial ratios. 


| > Rally fever even led the marketto i i 
nore stepped-up attacks by Sikh ter- | 
| rorists, riots and strikes throughout. 


-northern India, rumours of an impend- 
| ing constitutional coup by a lame-duck 
qe [eree some and mounting evidence of de- 

x ence-conträct Kick Dacks. All E. re- 


| ES started sey at ue seams th at | 


arm bells finally t tome 









ry setback and still forecast a 
to pre-budget levels by August. 


d to the 





short-lived euphoria 
questions about the. long-term 


itional quick fix. 

d. This kind of institutional. tonic, de- 
| livered repeatedly over the past few 
| months, had been proving ineffective 





| ag 

| ence this time was the scale and persis- 

| tence of UTT's rescue effort and the fact 

that i ity was s made against the background 
I y" blanket ban on for- 

ng. by all the major 







À ious institutional in- 

| entions, which used to sink without 

j'a ripple into- the ocean of speculative 
loom, the latest. UTI 





| business-bashing | 
budget (REVIEW, 12 Mar.) — regained | 


as though the market had 
ting communal vio- 
nfighting. Brokers | 


| @ WHENEVER the rally runs out of 
‘steam, though, Shroff fears the bourse - 


| Snapping u 





tions will, in the long-run, diminish the 
^ [ floating stock of an already- “illiquid | 
me optimists see the Jowai as . 


er or not this happens, the | 


“q 
1 of a market so addicted to the in- © 





ibd binge A 


made major waves, With institutions 
buying everything in sight, regardless of 
price, bear operators could no longer 


| counter with short sales. Instead, they 


were forced to cover their outstanding 
positions before the public-sector 


money managers pushed up scrip prices 





; | even further. Costly as this gambit may 
¿base | rally during the first two weeks of | 


have been for UTI, at least E suited the 
short-term purpose of rescuing the 


| trust's high-visibility mutua!-fund pro- 


ducts, mastershares and the interna- 
tionally traded India Fund. from the 
embarrassment of quotation at a dis- 
count. 


might be left weaker than it was before. 
UTI has been insisting on physical deliv- 
ery of the shares it has been so recklessly 
and, so far, the scrip has 
been immobilised in the trust's coffers. 





Unless financial institutions churn their 
ness. They also took comfort in the —— | | ! 
















portfolios ı more actively. their ministra- 


bourse. 


.. The party likely to be squeezed out. 
in such a narrowly traded market would 


be the small-time punter. After bearing 
the brunt of the latest equity implosion, 
individual investors are being sidelined 


| altogether, vg as partcipants in 
i sanitised. mutual 


nd schemes. 
To set the stage for such a scenario, 


| the Reserve Bank of India (the central 
bank) has recently rushed through 
gainst the market's blues. The differ- |. 
 tionalised commercial banks to float 


new regulations permitting the na- 


mutual-fund products. State Bank of 
India (SBI) and Canara Bank have al- 


ready prepared such funds, while UTI 


itself is launching another internation- 


ally marketed India fund, this time de- 


nominated in dollars rather than sterl- 
ing, plus a new fund specialising in 
rese issued equity. 

ese. state-backed mutual funds 











| their shares, might well prefer that their 


view and instead 
| gains as the market bottoms out. - 
19 THESE conflict-of-interest 
| lems could. not arise, of course, if the 


| Ner would the proliferation of mutual 





_ other in response to political diktats. 


| gers estimate they would have to out- 





































enjoy attractive exemptions from ca 
tal gains and dividends taxes. They w 
have the advantage of being market 
through widespread branch networks 
SBI even plans to sell them over 
counter at teller's cages, like money: 
ders. The funds will also carry the 
plicit endorsement of the central 
ernment, which is the only player ir 
bourse big enough to arrest as 
tive slide. — 

But government support can pi 
mixed blessing. The sheer magnitud 
state-managed funds limits their m 
ity. So might the innate cautión of t 
government bureaucrats managing th 
money. And market-watchers m 
wonder whether shareholders' interest: 
will always. dominate New Delhi's ma 
ro-economic concerns in guiding publ 





sector fund managers. j 
Repeatedly over the past fe 
months, financial institutions ha 


weighed i in en bloc against the sagg 
sentiment of the bourse. That ma 
make sense from the standpoint. of < 
government eager to contain the fall. 
out of its policy blunders and politica 
peccadillos. But mutual-fund investors: 
out to maximise the appreciation o 


money managers take a less-contrary 
uietly pick up bar- 


prob- : 


funds’ managers were given full inde- 
pendence and clear orders to maximise 
net asset values regardless of broader | 
Finance Ministry policy considerations. 


funds pose any threat to market liquid- 
ity if the money managers held and. 
acted upon a wide divergence of views, 
That is not likely to be the case, how- 
ever, judging from the. past. perform- 
ance of the six government financial in- 
stitutions already active in the market. 
They tend to move in step with each 


One antidote might be the encour: 
agement of Private mutual d den ~ 
lately shown itself . more nia to the 
idea. After three years of petitioning 
industrialist Ashok Birla has finally: 
been given the go-ahead to launch an, 
open-end fund for Non-Resident Indians. 
in association with London merchant _ 
bankers S, G. Warburg. In order to offse 
the tax advantages of its public-sector 
competitors, Birla- Warburg find mana- 


erform the capital appreciation -ol 
UTI's India fund by only about 14% 
a none- too-daunting task consid 
the unit trust's past performan ea 
operating, constraints. 
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Plotting a profitable path 


Bangladeshi airline to expand following good results 


By S. Kamaluddin in Dhaka 


Capite Bangladesh Biman air- 
line has reported a 4% increase in 
erroe revenue to Taka 4.47 billion 
(C $$144.2 million) for the year ended 

0 June on the back of a 3% increase in 
its passenger load factor to 68%. How- 
ever, the number of passengers carried 
fell 1% over the period to 864,000. 
Gross profit for 1986-87 was Taka 215 
million, compared with Taka 200 mil- 
lion in 1985-86. 

Biman's managing director Faizur 
Razzaque told the REVIEW that the 
current financial year would be one of 
consolidation for the airline. For the 
current year, Biman aims to carry 
911,000 passengers, 22,000 tonnes of 
cargo (up from 19,500 tonnes in 1986- 
87) and earn a revenue of Taka 5.13 
billion. 

The company is investing more than 
US$110 million to upgrade existing ser- 
vices and build new facilities. Plans in- 
clude computerisation of services, new 
training and flight catering centres and 
the building of an airport hangar com- 
plex. 

Biman will become fully com- 
puterised next year. The airline is set to 
sign an agreement in Aun giving it ac- 
cess on a time-sharing basis to a com- 
puter network which will link its offices 
worldwide by February. The deal is 
costing US$2.4 million for an initial 
three-year period. 

The flight-catering centre, a joint 
venture with Scandinavian Airline Sys- 
tem's catering arm, will have an initial 
production capacity of 2,500 meals a 
day when it opens in February. It will be 
capable of producing up to 8,500 meals 
when fully operational. The centre, 
which is costing more than US$6.78 mil- 


lion to set up, will cater to the 17 foreign |Passengers aboard a Biman DC-1 











+1,140 | A$635.8m *34 
(US$450.9m) 

TC. Itoh Y31 Mar. | ¥20.07b +7 

andCo. (US$131.2m) (U 


ho. 


nnt now operating through Bangla- 
esh. 

The Bangladesh Airlines Training 
Centre, also to be opened in February, 
will provide full training to recruits from 
Third World countries. These trainees 
will be financed by grants from the In- 
ternational Civil Aviation Organisa- 
tion and the UN Development Pro- 
gramme. 

Final contract and work orders for 
the US$34.8 million hangar complex are 
expected to be awarded E mid-October 
to one of six bidders from five countries 
— one each from Australia, India, France 
and Japan, and two from Canada. The 
contract will involve financing ar- 
rangements for US$25.8 million to 


A. ix AT 


0 flight. 





COMPANY RESULTS 


% change % change | Dividend 
| e [owed Te [oed [ore | me 
 |Japan Y 31 Mar. | - Y7.48b Y875.72b n.a. 
 |AirLines (US$48.9m) (US$5.7b) (n.a.) 
 |Nissan Y 31 Mar. | ¥20.37b ¥4.271 Company suffered operating loss of ¥31.42b vs previous 


Results reflected higher prices, shipments and production, | 
lower oil prices, and cost control. 
Net included interest payment of HK$88.6m vs HK$83.2m 


previously and extraordinary losses of HK$21.1m vs 
HK$538.9m previously. 


Y14.76t 
S$96.5b) 
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Higher net loss in 1986-87 reflected an increase in tax for 
parent company. 


| cover the foreign-exchange component. 


A major Japanese company is expeeted 
to win the bid. The cost in local currency 
will be met by Biman from its own re- 
sources. 

Biman will take delivery of its foumh 
DC-10 by November next year. Com- 

any officials are negotiating with the 
xport-Import Bank of the US for 
financing for 85% of the aircraft's 
estimated cost of US$61-62 million. 
Biman's loan repayment record ap- 
pears to be good. Last year alone, it 
repaid more than Taka 460 million in 
rie al and interest on its three 

-] 

Razzaque said much of the decline in 
passenger traffic last year came on 
domestic routes, which accounted for 
nearly half of Biman's total passenger 
traffic, largely because of substantial 
improvement in the country's railway 
system, especially the introduction 
of better inter-city trains. Strict visa 
requirements introduced by Thailand 
and Britain, restrictions imposed by 
Middle East governments on the move- 
ment of their overseas 
employees and the 
downward trend in gen- 
eral employment in the 
Middle East and the 
Gulf areas also ad- 
versely affected traffic 
growth. 

Apart from a 2% de- 
cline in Middle East 
and Gulf traffic, all 
other sectors showed 
substantial passenger 

rowth in 1986-87. The 
uropean sector grew 
16%, while the South- 
east Asia sector rose 
14% and the Far East 
and South Asia sectors 
8% each. Razzaque ex- 
pects the Southeast Asia 
and Far East sectors to 
overtake Europe in 
terms of passenger 
growth in the current fi- 
nancial year. 
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By Vaudine England in Jakarta, 


d A newly competitive trading system - 
| instruments - 


| Ffor money-market 
| handed down by Bank Indonesia (BI, 
| the central bank) will force Jakarta's 











|. posit base for rupiah than on BI's win- 
At the same time, the new sys 
tive on 23 July, will give Bl a 
itrol over domestic liquidity 
ice the banking deregula- 





ng "the change on 16 July, 
r Arifin Siregar cited runs on 
during May and June as 


"ign xchange controls to calm the 
| market. To this end, he said, trade in 
| Bank Indonesia Certificates (SBIs) and 
| discountable bankers’ 
|. (SBPUs) will — as of 23 July — occur 
j through ow auctions, with the total 
$ B to be determined daily by 
This replaces the previous system 





Where ceilings and rates of the instru- 


ments were set by BIover the long term, 


| allowing banks to freely manipulate | 
their liquidity levels. "They are now not | 


| an automatic facility," said Siregar. “If 

we want to contract money supply, we 
will sell SBIs and if we want to expand 
we will buy SBPUs." 

The new system will start operation 
one day after the deadline given banks 
for reducing their outstanding SBPUs to 
zeto. This follows the imposition (since 

` end-June) of a 75% cut in the availabi- 





(end year). 





: “Bank Indonesia tells barike tor raise their own rupiah 


banks to rely more heavily on their de- - 


for any measures short of - 


acceptances. 


Own." o. 
Although Siregar called the move a 





lity of SBPUs from BI as part of its | 


moves in recent months to calm money 


markets. 


The forced SBPU ceiling reductions 


are costing banks dearly — up to 6% of 


the SBPU value — as they must activate 
money held on time deposit to buy back 


SBPUS to meet the deadline; regardless 


of the SBPUS' due date. 
. “It is all justified in B's point of 
view,' 


acted quicker on the run in May, 


such moves wouldn't be sc necessary |. 


now.’ 


The WS i also raise the question - 


of whether the SBPU itself, first intro- 
duced in January 1985 to provide a 


source of short-term liquidity, has been - 
“a success. 


The relatively unsophisticated local 
money market had been chronically 
short on liquidity, and SBPUs were 
meant to ameliorate the problem. But 
BI fears the ta gained by banks 
with SBPUs, with banks selling trade 
bills and promissory notes to BI, was 
used to fuel recent speculative dollar 
buying. 


he immediate impact of the auc- 
tions is further contraction of the 
money supply. “The difficulty is," said 
one trader, “that we are not assured of a 
line to sell SBIs and buy SBPUs any 


more. The message. is that we are on our 


|a. 








APTAS 


' said one banker, “but the gov- - 
| ernment also is at fault. If they had 








ary mismatch. of nuc i 
words. | 
. The auctions are only one pa 
BI's efforts to beef up its battere 
serves. The central bank also raise 
terest rates in both May and. 
four state firms were required t to 
total of Rps 1 trillion (US$606 1 
of their deposits with sta nk 
to BI. These moves cor 
the inter-bank call rate to 4 
though it has since fal 
25%. l l 
In ail, according to Siregar, I 
aged to absorb Rps 1.5 trillion in a tw 
week period in Ju Bek , pushing its e 
back to around US$6 billion, com 
to set 2 billion at tere 




























































is rocketing | interest rates s 
private bank, Bank Ce 
example, has moved r 
monti deposits from 16% to. "lo, TO 
three-month deposits from 179 to 23 
and for six-month deposits from 1 % 
2096. Corporate-lenc ling rates ha 
increased: from 22% at the 
July toaround2896 now. © = 

The implications for the. ‘economy 
were hi ightighted by Siregar as he 
nounced the new auctiot syste . He 
stressed that more work is neede 
macro-economic policy : 
vestment) to foster the growt 
currently being | hindered d by the 
mun" stab lity. 
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Measured expansion 


Hongkong Bank moves in the US; waits in Europe 


By John Mulcahy in Hongkong 


jH ongkong and Shanghai Bank, with 
an eye to forthcoming deregulation 
in the US banking sector, has offered 
US$70 a share, or up to US$677 million, 
for the minority in its New York state 
bank uror Marine Midland 
Banks Inc. (MMBI). Hongkong Bank's 
original 51%, acquired in 1981, cost 
US$314 million. 

The essence of Hongkong Bank's 
submission to MMBI directors is that it 
cannot continue indefinitely supporting 
the full extent of the subsidiary's bal- 
ance-sheet for only 51% of the reward. 
"If I have to choose between putting as- 
sets on the group balance-sheet for 51% 
of the return, rather than 100%, I would 
go for 10095," says Hongkong Bank 
chairman William Purves. 

Underlying the approach to MMBI's 
minorities is also a belief by Hongkong 
Bank that the US domestic-banking sec- 
tor offers exciting prospects once inter- 
state barriers come down. "The thing 
that has pulled the money-centre banks 
down is [less-developed country] debt, 
We have always believed the domestic 
US banking business to be very attrac- 
tive,” says Purves. 

Advised by investment bankers 
James D. Woofensohn and Salomon 
Brothers, the bank timed its bid to fol- 
low MMBI’s disclosure of a US$294.6 
million second-quarter loss, resulting 
from a US$400 million transfer to loan- 
loss reserves. The price offered is 48% 
above net asset value and 55.6% higher 
than that ruling a month ago. Impres- 
sive though that may be, early indica- 
tions are that it may not be enough to 
prise loose the 39% of shares required 
to take Hongkong Bank to 90%, 
thereby forcing the remaining 10% to 
accept the terms. 

Purves says Pongkong Bank may be 
looking at further US acquisitions, and 
MMBI could itself consider oppor- 
tunities, MMBI, according to Purves, is 
in the throes of transition to a “super-re- 
pun institution from a money-centre 

ank, but it has a long way to go. In anti- 
cipation of changes to Pennsylvania 
law, coming into effect on 4 March 
1990, MMBI has agreed to acquire 
"100% of First Pennsylvania as of that date. 

Stricter primary capital require- 
ments applicable to banks in the US, as 
well as those in Hongkong, will weigh 
more heavily on the parent bank's oblig- 
ations to its subsidiary, according to 
Purves, and there is no certainty that 
minority shareholders would be willing 
to meet capital calls. A proposal by 
MMBI's board some time ago, calling 
for the issue of capital-qualifying con- 





vertible-preference shares, was aborted 
after consultation with Hongkong Bank 
directors, though Purves insists the 
issue was not contentious. 

MMBI has addressed its potential 
primary-capital imbalance in other ways 
as well, notably through the issue of 
Euronotes and in the sale of 51% of 
subsidiary CM&M Group to Hongkong 
Bank. As a result of this move, Marine 
Midland equity accounts for 49% of 
CM&M, thus enabling it to deconsoli- 
date the US$3.3 billion in banking as- 
sets held by Carroll McEntee & McGin- 
ley, CM&M's principal subsidiary and 
one of the 35 primary dealers in US 
Government securities. 

At around HK$5.3 billion 
(US$679.5 million), assuming full ac- 
ceptance at the US$70 price, the plan- 
ned investment by Hongkong Bank is 


oes to more than 1.7 times its 
1986 earnings. It values Marine Mid- 
land at around US$1.35 billion, or a lit- 
tle over six times next year's projected 
earnings. 


f defined as a class-one transaction by 
the London Stock Exchange, Hong- 
kong Bank's bid could require the ap- 
proval of its shareholders. A key to this 
determination is whether the stock ex- 
change finds that the full value of 
MMBI at the purchase price should be 
the yardstick, in which case it would tip 
the scales of the class-one provision, re- 
quiring that an acquisition amounting to 
more than 25% of the predator's own 
capital must be approved by sharehold- 
ers. 
The immediate response by New 
York analysts to the bid was dissatisfac- 


"3 "7E ets 


tion, reflected in the Marine Midland 
price, which surged to US$77.50 after 
the bid was announced, subsequently 
settling at US$75. What the price per- 
formance is saying is that the market 
sees this as Hongkong Bank's openiag 
cams to which Purves responds: "The 

ard has approved an offer of US$70 a 
share, full stop." 

Subverting Hongkong Bank's case 
have been several p recommen- 
dations for Marine Midland by US secur- 
ities and investment houses in the wake 
of its US$400 million transfer to loan- 
loss reserves. The irony is that the provi- 
sion has had the effect of trimming 
Marine Midland's net asset value to 
US$47 a share from US$62. 

The MMBI bid conforms to Hong- 
kong Bank's preference for 100% con- 
trol, but Purves says this should not be 
taken to mean that 61% subsidiary 
Hang Seng Bank may also be eventually 
absorbed. The bank's investment stra- 
tegy is to build up its presence in the US 
and Europe, complementing its Asian 
base, and a British bank takeover re- 
mains an ideal. 

As the City of London wrests with 
the forces of the Big Bang's second 
wave, affecting merchant banks, the 
timing for Hongkong Bank's British ac- 

uisition may be drawing near, though 
Purves says that with the James Capel 
acquisition, the bank's immediate capi- 
tal-market aspirations have been satis- 
fied. 

UK commercial banks are, however, 
attractive targets, primarily for their 
domestic business, and names such as 
Midland Bank and the Royal Bank of 
Scotland are frequently cited by 
analysts as likely prospects. 

James Capel and Wardley, Hong- 
kong Bank's long-established mer- 
chant-banking subsidiary, remain dis- 
tinct entities, and staff departures from 
both sides in the London office suggest 
further rationalisation between the two 
may soon be necessary. 

ank executives insist the takeout of 
MMBI minorities will have no effect on 
the group's capacity to absorb a major 
European acquisition, and the pace at 
which the British financial-services sec- 
tor is changing suggests Hongkong 
Bank will have to move soon, or the re- 
structuring in London will take place 
without it. 

The recent rise in Hongkong Bank's 
share price begins to make a share swap 
a more feasible possibility, both for 
Hongkong Bank shareholders and for 
the British authorities, whose concerns 
about losing important banking assets 
to foreign control might be assuaged if a 
core of British shareholders were assured. 

Whatever the timetable on a Euro- 
pean acquisition, Hongkong Bank has 
started the process of consolidating its 

rofessed three-stool policy, by biddin 
or the rest of MMBI. Britain, the thir 
leg of the stool (after Asia and the US), 
cannot be far behind. Oo 
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E & Blue-chip commercials and 
: industrials, and speculative mines led 
another broad upsurge in prices that 
«sent. all market indicators to new 
-record highs. Mines posted mixed 
| closings. With an average turnover 
| of 3.86b shares and  P383.9m 

July ha .8m) a day, the market as at 20 

uly. had trebled the 1986 full-year vol 





















IPEI: The — responded. en- 
thusiastically to. the government’ 

simultaneous lifting of foreign-ex- 
change controls and martial law on 15 
| July. The weighted price index. ended 
| the period at a record high. Hua Nan 
` Commercial Bank. jumped 20% over 
| the period to NT$ US$3.5). Vol- 
| ume was heavy, with transactions aver- 
| aging NTSS. 9: ba day. 











HONG KONG: Strong buying interest. 
E particularly from overseas institutions. 
|. 1n finance and property shares pushed 
the Hang Seng Index up sharply 
| Hongkong Bank rose 50 HK cents (6 
| US cents) over the period to HK$9.80 
and. Bank of East Asia put on a hefty. 
: HK$5.15 to HK$32.25 on takeover 
rumours. Total turnover rose 22% | to 
s HK$7. 93b for 2. 65b shares. 





AUSTRALIA: ‘The market rocketed to- 

wards the historic 2000-point barrier 

on the back of keen buying by Japanese 
. investors and a rampaging mining sec- 
|. tor. The gold sector rose by more than. 
- {0% and industrial stocks rose 23% 
| Equiticorp is confident of raising it 
|. stake in Monier to 40% in the short. 
| term. A total of 724m shares were. 
| traded, worth A$1.53b (US$1.09b). 








ZEALAND: A. mysterious 

$80m (US$48.5m) purchase of 2% 
of Brierley Investments shares on 16 
July enlivened a market that had fal 
red briefly on news of a high 3.3% in- 
flation figure for the quarter to June. 
Brierley finished the period up 36 NZ 
| cents to. NZ$4.40. Volume: for the 
"period totalled 81. 5m mei worth 
NZ2$218.8m. > > 





















UR (YO: Stock prices continued falling 
as the yen weakened and bond prices 
ell.  Domestic-demand issues fell 
sharply. Volume was still low at a daily 
rage of 504.9m shares. On 20 July, 
ikkei Stock Average lost 654.81 
| ind NTT closed at 23,200 
p $151.6), down ¥ 1,100. Mitsubishi 
1: Estate shed ** 190 to close at ¥2,450. Se- 
lected sada stocks managed a rise. 








.| cents) over t 





















mid-session,. 





; to chalk up heady gains across the board, followed by Taiwan an 
| the period to 20 July. Japan was among the few bourses in Asia which recorded losses. 


SINGAPORE: After a short bout of 


heavy profit-taking, the market moved 
sharply upwards for the rest of the 
period, confounding analysts' forecasts 
of a major correction. Blue-chip fa- 
vourite F & N put on 30 S cents (14 US 


$$12.30. UOB gained 35 S cents to 
S$6.75. Average volume eased to 
68.5m shares a day, worth $$169.9m. | 


. KUALA LUMPUR: Prices continued to. l 


move upwards in heavy trading 
throughout the period. Perlis Planta- 
tions put on 40 M cents (16 US cents) 


to.M$8.00 on acquisition news. Strong. 
support for blue-chips saw Guinness: 
gaining 20 M cents to finish at M$4. 84. | 





Volume was marginal 


| average 38.7m shares a day, valued at 
| M$86. 9m. 


BANGKOK: Confidence prevailed with 
most stocks gaining in active trad- 
ing. Despite a bout of profit-taking at 
the Book Club Index 
finished strongly. TUPCO topped ris- 
ing stars, followed by International 
Cosmetics. Major losers included ITF, 
East Asiatic and Sunshine. Volume 
totalled Baht 4.39b (Hamon my for 
149.51m shares. E 


. BOMBAY: Buoyed vd Wuctretendi 
purchases, the BSE Index started off 
the period by breaking through the 


re 


500-point threshold for the first time in 


10 weeks. This prompted small invest- 
ors to unload positions, and profit-tak- 


ing soon muted the rally. Blue chips 
such as Tisco, Telco, Bajaj Auto and 


GNFC led the plunge. Feuding in the 


rang pariy also ee sentiment. 





SEOUL: Warnings by securities au- 


thorities that they would investigate in 
sider trading knocked down banking 
and low-priced construction shares, 





which have been strong performers re- 


cently. Finance and construction com- 
panies were both down 5.4%. Hyundai 


- Corp. rose 22.4%. Volume averaged 
.19.7m shares a day, worth Won 109.5b 


| (US$135. 2m). 


NEW YORK: Profit-taking on the last 
trading day after record runs earlier in 
the period brought the Dow Jones in- 


dustrial average down slightly, but not 
enough to offset early gains. Investors 
were particularly nervous after the 


.index had breached the 2,500-point 
mark on 17 July. The Morgan Stanley 
Capital International Index rose 2.5. 


points to 461. 5 on 17 a 





period to finish at. 
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A ¥ 152.108, Hongkong paran. Singapore Skz. 
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A fter 205 years of intense debate, San 
M Francisco remains torn between 
wo identities: a sophisticated, thriving 
netropolitan city with neither enough 
soul nor enough parking space, or the 
most livable and unaffordable small 
-town in the US. 

. H San Franciscans cherish anything 
more than their sweeping views of the 
Bay, neat rows of colourful turn-of-the- 
century Victorian houses and some of 
he world's best restaurants, it is poli- 
ics. And at the centre of the. city's poli- 
cs is a single issue — land develop- 
ent. .— 

-Clashes between pro-development 
orces looking to attract new business 
ind anti-growth and environmental in- 
terests trving to preserve San Fran- 
sco's natural beauty and neighbour- 
od character present an often con- 
cting image. Some examples: 

The port of San Francisco must re- 
ace rotting finger piers long aban- 
doned by shipping before it can attract 
ng-term commercial leases for choice 
waterfront space. Environmental re- 
strictions on bay-fill block renovation 
for non-maritime purposes, keeping 
more than 400 properties on 30-day li- 
-cences at a loss of US$70 million a year. 
^* Years of public hearings and permit 
_ delays stalled completion of the US$127 
million. Moscone. Convention Centre 
until 1981. By that time it was obsolete, 
| requiring a further US$140 million ex- 
| pansion that has since been approved. 
-> Plans approved by the city to convert 
-an unused city reservoir and: an aban- 
“doned high school into moderate-in- 






















































-veloper placed both proposals on a spe- 
cial June ballot. The reservoir project 
¿was killed. | 

. But the biggest “bile came last 
“November with Proposition M, a citizen 
measure that places a citywide limit on 
‘new highrise office construction of 
475,000 ft? annually — growth in recent 
years has averaged 1.5 million ft? — 
and requires city planners to consider 
“neighbourhood traffic, economic and 
employment impacts in reviewing: pro- 
jects. 


restrictive Downtown Plan with a ceil- 
ing of 950,000 ft? a year and controls to 
-prevent obstruction of Bay views and 
sunlight on plazas. The result, for the 
“ foreseeable ` future: 


in a “beauty contest" for the annual 
space allocation, before a planning 


business. 

All of this is standard operating pro- 
cedure in a city where only 7,300 peti- 
| tionsignatures or four votes from a usu- 


can destroy a campaign. 


-come housing were held up when an in- | 
itiative campaign mounted by neigh-. 
| bourhood opponents and a rival de- 


. . Proposition M comes a year after - 
City Hall pushed through its own, less. 


a 20-million ft? 
backlog of projects that must compete 


commission that is now in the design - 





| ally sympathetic. board of supervisors i 


can put a sweeping measure like Pro- 
sition M on the ballot, where Repub- 
icans rarely win an election and where a 
Chamber of Commerce endorsement 


The reason is geography. San Fran- 
cisco rests on a mere 49 sq. miles, 
surrounded by San 


with a population of 741,000 that is 
growing. 

Residents complain loudly of the 
“Manhattanisation” of San Francisco — 


an unchecked building boom in highrise 


office construction since the early 


1970s. As.a result of that, millions of. 
| commuters from outlying bedroom 
communities pass through the city each |. 
! commercial space citywide and a drop in 
lease rates from. US$50 to US$24 a ft? 
for choice financial-district locations 


day, clogging up a freeway and ridge 
system last upgraded in the 1960s. 
Rush-hour tie-ups at the uc Bridge toll 





| San Francisco's Chinatown. 


plaza — without an accident or stalled - 


car — can take 45 minutes or more. 
Half-day parking in a Montgomery 
Street garage can cost US$14. 


CC limiting | residential rent 
increases to 4% a year and tough 


zoning restrictions have helped San 


Francisco hold onto its neighbourhood 

charm, but at a price. "Whether we like 
dt or not, San Francisco is rapidly be- 
coming a city of the very rich and the 


very poor," says realtor CharlesMoore, 
"whose firm last year sold a record 22 
homes valued at more than US$1 mil- 
lion each in what is now the world's 
seventh costliest housing market. 
Proposition M — along with earlier 
ordinances requiring developers to kick 
in fees for child care, mass transit, low- 
cost housing and other services adding 





Francisco Bay 
and the Pacific Ocean on three sides, 


business courtship. 


ity in any election year, investors should — 


find San Franchise, of all places, at last - 
ready to deal. . | 
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| up to an | extra a US! 15 per soed te — 
are seen as a. 
pays its share for burdens it creates on 





uarantee that business | 


the tax base and the traditional blue-col- 

lar jobs itdisplaces. ©. .- E 
Established developers: with projects 

in place are thriving under the ordi- | 

nances. So are Japanese buyers, who | 

are picking up development projects | 

bogged down in the Proposition M- 





eid and letting low interest rates and 


e current dollar-yen exchange rate ab- 


sorb the carrying costs. 


‘An average 19% vacancy rate on 


presents both a crisis and an oppor- 

 tunity. A new, surprisingly pro- 
business voice emanates from City 
Hall these days, selling the city as 
an affordable and receptive place to 
locate. 

“There are certain niches we can 
definitely sell," says Mayor's Office 
of Housing and Economic Develop- 

ment (MOHED) executive. direc- 
tor William Witte, "but people 
don't think they' re wanted. and 
that’s what we're trying to turn 
around." 

"^ MOHED is looking at a number 

. of strategies in that direction. A 
US$3 million annual loan fund set 
aside by Mayor Dianne Feinstein 
help. 





ed convert an abandoned cof- 
.fee-processing warehouse to pro- 
vide space for 20 printing firms 
| at 63 US cents a ft? and turn a 
"former National Guard armory into 
a film studio. Witte believes Pro- 
position. M ultimately benefits the 
city by quieting much of the growth 
debate and allowing business deve- 
| lopment efforts to go forward. 
Feinstein's two-term limit is up this 
November, and new development issues 


| such as Mission Bay and commercial rent 


control are already a litmus test at local 


Democratic club endorsement nights. 


The mayor's departure is also likely 
to change the 'makeup of the city boards 


. and commissions which she has tightly 
„controlled for nine ' 


years, while the 11- _ 
member Board of Supervisors, largely - 
beholden to San Francisco's influential 
neighbourhood and the ethnic and gay 
constituencies, remains sceptical of the 





Nonetheless, with the lingering 


shock of last year's huge corporate de- 
partures still attracting attention in the 


national press and jobs still a top prior- d 





 —Nieis Erch 








Time Flies 


Every minute, every hour, every day 
around the world, aircraft are taking off 
powered by CFM56 engines. These 
powerplants provide record-setting dis- 
patch reliability of better than 99.9%. 
This is performance so dependable, 
millions of travelers could set their 


watches by CFM56-powered flights. 


What's more, CFM56 engines aver- 
age only one visit to the shop every 
3^ years. And ten year maintenance 
savings often climb to more than 


$2 million per aircraft. 


In just a few short years, CFM56 

has become a best seller in the world 
of turbofans and a choice for the 
newest generation of aircraft. Time 
flies when you are turning in a remark- 


able performance. 
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are non-stop to Europe. 
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From the moment you settle into the comfort of your seat on Thai, the service and the entertainment... 
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(though we wouldn't dream of waking you up) so, when your non-stop flight arrives in Europe 
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Front to the fore 
Your report on Burma's National 


Democratic Front (NDF) [9 July] is an 
interesting event in today's Burmese 


politics, particularly the advocating by - 


several NDF spokesmen for the inclu- 


sion of an ethnic Burman group within: 


their ranks and the notion of achieving 


peace through negotiation. These two 


areas, 
should be explored deeply. | 
Traditionally, the ethnic minorities 
have looked upon the ethnic Burmans 
with distrust. and hatred. The Par- 


liamentary Democracy Party (PDP)— 
"headed by former prime minister U Nu, | 


now surrendered and living in Ran- 
goon, formed in 29 August 1969 — is a 
classic example of the relationship be- 


| tween Burmans and ethnic minorities. 
Many former PDP mem 





ers living in 
exile, including the US-based Commit- 
ke 


LÀ 










in. the past. They be- 
lieved that it was one of the key ele- 
ments which had contributed to the. 
downfall of PDP, though it was in no 
way the sole explanation. Thus, when 
several NDF spokesmen advocated the 
inclusion of an ethnic Burman group 
among their ranks, one could only sup- 


could be carried out. 


-= Furthermore, the NDF leadership | 
should recognise this as a necessary fact 


— for without the popular support of. 


| the people from Burma it would be im- 


possible to overthrow or fotce the pre- | Malays as heathens." I hope yo 


sent military regime to the negotiating 
table. Therefore, any such move lead- 


ing to the promotion of awareness of the 


deprivation of democratic freedom, in- 
dividual liberty and political participa- 
tion-in a true sense among the ethnic- 
Burmans has to be welcomed. 


The peace-through-negotiation po-: 


licy, advocated by the NDF leadership 


should also be given a second thought. - 


In the past, several peace negotiations 
between the military government and 
the opposition’ groups — ethnic 
minorities and the Communist Party of. 


| Burma — were held. In 11 July 1963, 


the military government offered to meet. 
and negotiate with all the rebel.groups. 
but ended without success by the end of 


| the year. Although it won the support of 
| aminor fraction of the Karen insurgents: 
| | 7- the Karen Revolutionary Councilled | 


by Mooso Kawkasa — it failed to end 
the civil war. The most recent round 
of peace talks were held separate- 


ly, one with the Communist -Party 


of Burma and. the other the Kachin 


-| | Independence Organisation in 1981; 


| dog" position in both the ; 


which have been. neglected, S -political fields. Theo 


> for Restoration of Democracy in- 
urma's leaders, complained bitterly. 
out the lack of cooperation and. 
| understanding with the Karen Nation- 

al Union 


favor 





-be considered. 


| lims (2 July]. 
port such a move. For from this starting F 


the Putman add the ethnic minorities personal capacity and not as a represe 


_est, pushy Christians who | 


spokesmen for the people of Singapori 


to the. Singapore electorate. Some öp- 
position parties have argued that the In- 


tional and repeated in the letter. In th 


| under the ISA. 




















































again, both ended without su 
From these experiences, the 
should look at the failure of 
negotiations criticall ain 
lem in the past had been the fai 
recognise the fact the imbalance 
tween the government and the: ppi 
tion groups. The military regime 
ways been able to maim 








ferior position. Thus, 
ing that all past negotiation 
down. Even an agreement 
Karen fraction was not long last 
many of them went undergrot 
after. From this episode, 
clearly see that it is impossible t 
lasting solution if one should ie 
from the position of an unde 
Thus, the NDF would be 
off during this period to put its 
'consolidating its position while tr 
change: the. balance of power. i 
Only after such a. stage 
reached should a negotiated settlen 














Hamburg 


Clarifications - 





| wish to clarify two: matters regarc in 


the article Proselyti 


Firstly, Í had madé clear to your re 
porter that I was speaking to her in m 





tative of the Muslim Society at the NU 
. Secondly, your reporter writes 
modifying something I said, that Mus 
lims have been “bombarded” by ear 


ers will understand that this i is your TE: 
porter's view and not mine. : 


Singapore 


Eight on Singapore - - 


The signatories of the letter , 

Lee [16 July] complain tha 
Minister Lee Kuan Yew “has 
offer his own people . . «a satisf 
explanation - for detaining” . 
spirators in the recent Marxist plot 
odd that eight Australian a cade 
should consider themselves com 


The Singapore Government answe 
ternal Security Act (ISA) is meant to 
suppress political dissent, the same ob- 


jection claimed by Amnesty. Intern: 


coming elections, Singaporeans ! 
pass judgment on these recent a rt 


The signatories ask for “ind »pen 
cently tea evidence 














conspirators'that they were Marx 
tent 
écessary through rioting, bloodshed 
1d violence. The whole point of com- 































































iàt they leave behind no independently 
erifiable evidence. The government 
presented the information it has un- 
overed. None of these facts and docu- 


ad been in charge of the infiltrated 
h organisations, and the Vatican. 


" Vatican Radio. The signatories 
ve the luxury of ignoring them. 
also odd that before D'Souza 
y left Singapore for Melbourne 
he was suspended, he should have 
hese same points and asked the 


bourne; — —— an Kim Yon 
. * Press Secretary to the Minister 


Backpage letter 
erhaps you could set aside the last page 
n each issue of the REVIEW as a “Letter 
_fromJames Fu.” ` | 

E : f | Kok ig 5 


| do not think any modern government, 


.them names, imprison them without 
. trial, and then justify all these by getting 


vernment and the writers of Un- 
ited advice [LETTERS, 16J uly] "e 





ghts, and even elected governments 
must be prepared to be criticised, by na» 


ample'upon them. 


ible opposition is *nipped in the bud," 
deprived of the right of reply to the 
near. campaign in the controlled 
iedia, and barred from any political ac- 
tivities on release. A wave of arrests 
some time Before a general election has 
been a recurring phenomenon in Singa- 
he ruling party used to say that 



























ad p 


stability" by casting their votes on rela- 


" around to run as opposition candidates 
in the last election. Th 








| one-man-on : (E 
"^  Evena fairly elected government has 
only a limited mandate to rule. The | 





on setting up a classless society, if 


unist conspiracies and subversion is | 


nts have been disputed by the. 
lies or lawyers of the persons in- - 
ed. Instead the Archbishop: of | 
igapore has suspended. the four. 
s. (including Fr Edgar D'Souza) 


ublicised the archbishop's actions | 


uestions as the signatories from . 


for Trade and industry B 


Harvey Price | 


even if fairly elected into power, has the - 
right to arrest anybody it dislikes, call - 


elected again in the next election, which | 
eems to be the logic of the Singapore 


There are things called basic human. 


tionals and foreigners alike, when they 


And of course they will get elected . 
again and again when any potentially vi- 
ad 


lack of sparring partners, 
the hopefuls be- 


9; of the Singapore : 


tively unknown people who were still. 


his has prompted 





-man-one-votesystem. — . 








right to violate basic human rights can- 
not be part of that mandate, because all. 


following elections will not be fair any - 


longer, leaving the "elected" govern- 
ment with no mandate at all. 

If the present Singapore Govern- 
ment is returned again in the next elec- 


tion, it cannot justify anything unless all - 
those detained without trial have their 
freedom and.all their political rights re- 


stored long beforehand. - 3 
Singapore Tsui Hon Kwong 


| No dogs and natives 


Fact or fiction? (LETTERS, 18 June] drew 


attention to a humiliating discriminat- 
ory park sign which, according to some 
sources, once appeared in Shanghai. 

In my opinion it could surely have 
existed: in the past, similar signs cer- 
tainly did exist in other colonies. I can 


still clearly recall a sign Verboden voor | 
önden en inlanders (Dogs and natives |: 

















the power. 












and are finding how much they enjoy* 


Hongkong Rebecca ' ! i a n 


the lines 


Michael Vickery’s criticisms [LETTERS, | 
23 July] of my review of his book | | 
Kampuchea (in conjunction with M. | 
Stuart Fox's on Laos) show that he has - 


been reading between the lines of re- 





RS, | 









| fugee accounts, official statements 


from Phnom Penh, and CIA reportsfor | 
so long that he has lost sight of what - 


the lines themselves say. I. recom- . 


mend that.he try reading the text next 
time. | | | J 


not allowed). This appeared in Rem- | tł e: 


‘bangan and there was a similar sign in 


Sarangan — both mountain resorts in 


| East Java — in the 1930s when I was a 


¿Actually the prohibition was not 
strictly enforced. Our family, for exam- 


ple, being of Javanese nobility, never- 


had any difficulty using the resorts at 


that time. And we met there other In- 
donesian friends as well. When we grew | 


up, however, we could understand and 


. feel the discrimination, and the humilia- 


tion to the people in general. I can still 
see the longing faces of excluded 
Javanese behind the fence. 

Jakarta | 


Tired old elitist 


How very curious to see Adrian Cris- 


tobal's review [BOOKS, 16 July] of the . 
Raymond Bonner book on Marcos in . 


which he trots out the tired old 
nationalist. cliches and all those shop- 
worn indictments on US exploitation of 
the Philippines. | 

It really is too much to have to read 
this former Marcos speechwriter and 
spokesman pontificating about the 


Philippine situation. I find particularly. 


offensive his trying to excuse the sins 
committed by Third World. elites, of 


which he has long been a member. He | 
| sounds just like Imelda Marcos who al- 
ways assailed the West for condemning 


‘excesses in poor countries because the 
rich countries themselves commit ex- 


cesses. That sort of twisted logic makes. 


it all right for the Third World elite to 
exploit their own countrymen. — 
^. Cristobal served the Marcoses well 


and is now enjoying his reward. His as- 
sumption of a moralistic and censorious 
‘tone now that his career with that rotten 


regime is óver confirms the fact that we 


P. S. Peegoeh 


. cor 





social and power structures, has proba- 


| bly been the dominant way of analysing. 


communist politics in the West. Thus 
Vickery's claims for Cambodian free- 
dom of action rest on “the rapid pro- 
motion of persons with no pre-1975 rev- 
olutionary background to leadership 


This, he suggests, implies that their 
accession to power is independent of 
Vietnamese patronage, whereas the 
realities. of Vietnamese influence in 
Cambodia since 1979 demonstrates the 
opposite. This focus on biography 
underlines what I see as a limitation of 
Kremlinology, and leads Vickery to 
overstate his case concerning power re- 
lations within Cambodia. | 
It contrasts with the structural view I 
put in the review which argued that Vic- 


| kery "successfully demonstrates that a 


recognisable government and adminis- . 
trative structure are being put in place 
there. It is around this structure that dis- . 
tinct Khmer state interests will 
coalesce and strengthen in the long 

This latter view has the virtue of re- 
jecting simplistic ideas of the PRK being 
a ‘puppet’ state — a legitimate concern. 
of Vickery's — while at the same time 














| recognising the current limitations on 


ambodia s 


ambo momy of action. The 
pariso T 


e with Laos in this re- 
iportant because it is 
aos is "running its. 
an Cambodia. The 



















he scene, | 


















Hepa supplied bys ADB. 


" faces ethnic Sinhalese opposition as 


| Indian. Prime Minister Gandhi arrives | 


|. to sign a peace accord to end the is- 
land's Tamil conflict. 








oP jent Raagi doco "Soviet 
leader Gorbachov's proposals for 
scrapping medium- and shorter-range 





nuclear missiles, paving the diio for a 


| historic accord. 


| Page 14. | mE 
I^ Reconciliation moves by the Kabul re- 


| gime do not satisfy the Afghan gueril- - 
|. las. While» Moscow. supports the 


| moves, ittoo is unhappy over the slow 













: wa war in in Afghanistan. 7 


n the Pacific, continue to resist 


isits by nuclear ships. E m as ta l 
T 16-17 LESE. 


pen Enrile comes under fire on 
O fronts. 


travel to Hongkong is expected to 


Page 26 
nken President Jonida : 


T pace of progress and the cost of the ! 


sin Palau, the last US trust terri- 


shington pressure to sign a com- 
association which would allow E 


1. ir asia former defence i 


a Taiwan’ s lifting of a seven-year banon 





pent more family and business c con-. 


T fie Philippine economy seems finally to be pulling out of 
the steep decline which set in during the last years of 
the Marcos regime. A year of steady growth, led by new- | 3 
found strength in the long-neglected rural areas, a recovery | 

in investment and government infrastructure spending, has. | 
raised optimism that real incomes may rise for the first time - 
PH since 1983. However, a threatened backlash against the | . 0 
| Aquino government's recently announced land-reform | Verence 
] programme threatens to undermine some of this. confi- | 

j dence and may see the investment tap turned off again, re- 
ports Manila correspondent Jose Galang. 


The Chinese Cammina i Palfy.i 


"emerging from its undergrcund rolei ^ 
Hongkong, with party organisers . 
moving to isolate opponerts and aS |... 5 5 
| sist pro-Peking pure and district | ne S & SOCIE TY 


| icr Black and White n memories —— 


board members. 
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Japanese banks are resisting US 
and European efforts to persuade |. 

_ them to accept standardised capital- | 
adequacy ratios. Agreement to pro- | 


posed levels, foreign bankers feel, 


might blunt the Japanese lending | 


edge in Western markets. 
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economy. 
44 


The climb. by Sings y s United In- 


dustrial Corp. to multinational ranks 


pivots on the efforts of its aggressive | 
major shareholder and chief execu- 


tive officer, Oei Hong none: 


Page51 |. " 
Sprawling, underdeveloped Dhaka 
faces upto its acute housing problems. f | 


‘Page 51 — 


The newest i SNR toy from Japan | 


is a camera which stores still pictures if 
on magnetic discs rather than chemi- | 


cal film. 


| Page 66 a | 
| After years of preaching synergy, | 
Australian conglomerate Elders IXL 


does an about face, proposing a 
breakup into five listed poets: 


Page 68 

The. Kadoorie family: devises a 
scheme to consolidate its control 
over Hongkong and Shanghai Hotels, 


giving retiring predator Joseph Lau a 
ak iil promt: LAE 


3 Colombos s chronicle of crisis 
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| mam The cru game in Japan — ——: 


1 Policies: Stirring up the status quo 
| os PA dm Kuala Sono 

Umno Youth puts forward proposals L ‘in anny 

to accelerate the growth of Malaysia's | 
economy by recycling record foreign- | 
exchange reserves in the domestic 


| senes tA long way from the 
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idian Prime Minister Rajiv 
jandhi has 
binet, swapping his own fi- 


it of external affairs minister 
iwari, who had held the 
nly.a few months. The 
o other changes are the ap- 
ment of M. L. Fotedar as 
and mines minister, and 


Shankar as planning and 


AM three were 
sted loyalists of Gandhi's 
xther, Indira, and they are 
xpected to promote new eco- 
omic initiatives to bolster 
! andhi s sagging popularity. 

' — Narendra Reddy 


equ qe to the: con- 


49% Indian majority whose 
| control of parliament led to the 
‘May military coup. The chiefs 
told a constitutional 
"committee in July they want 
the racially balanced parlia- 
ment to be replaced by a 71- 
seat chamber in which Fijians 
"would have 40 seats, Indians 22 
cand other races nine. The 


“ousted ethnic Fijian prime 
“minister Timoci  Bavadra, 
ould reserve the posts of gov- 
ernor-general, prime minister 
and ministries of finance, 
foreign, home and Fijian af- 
- fairs for Fijians. 

— Robert Keith-Reid 


Tanaka loses 

The Tokyo High Can has 
turned down an appeal by 
former Japanese prime minis- 
| ter Kakuei Tanaka and upheld 
his conviction for accepting 
3* 500 million, worth US$2 mil- 





the US aircraft maker Lock- 
heed while in office during 



















to er 1983 Oo four years in jail 
- and fi Bod * 500 million. 











after 
cael in Febru 





ance minister’s portfolio with | 


ymer High Court judge.| 


implementation. 


_stitution to assert ethnic Fijian : 
"dominance over the country's 


review 


chiefs’ proposals, opposed by 


lion at the time, in bribes from- 


-74. Tanaka» was ^sen- || 
ced by.a lower court in Oc- | 


His lawyer says he will now | 
appeal to the Supreme Court. 
The verdict was conveyed. to || 
Tanaka, 69, at home where he || 
is now confined to a. wheelchair |. 
suffering .a- cerebral |} 
y 1985 | 





| which f left him NN One 


person whose ambitions will be 


| set back by the news is Susumu 


Nikaido, who with Tanaka’s 


support has been campaign- 
‘ing to 
i Nakasone, when he steps down 
reshuffled his | 
| Democratic Partly in October. | 
-— Ad TONY j" 


succeed Yasuhiro 


as leader of the ruling Liberal 


Onnositio 





| Ershad’s resignation 


Bangladesh's opposition Awa- 
mi  League-led 


shad to demand his resignation 


ón 30 July. This follows the 


countrywide general strike on 


.22 July, to protest the passing 
of the controversial district 


council bill in parliament. The 
strike left seven dead and hun- 
dreds injured by police shoot- 


ing, while morethan 50 police- 


men in Dhaka alone were in- 
jured. Meanwhile, the govern- 
ment has arrested some politi- 
cal leaders, though major lead- 
ers remain untouched. The 


government has also begun the f 


prosecution of many opposi- 
tion activists. — S. Kamaluddin 


| Aquino opens new 


Philippine congress 


| Following separate inaugural 
| meetings on the morning of 27 


July, the new 200-seat House 
of Representatives and the 24- 
seat Senate chosen in 11 May 
elections met in joint session 
that afternoon to hear Presi- 
dent Corazon Aquino's first 
state-of-the-nation . address. 


Depicting her government as 


occupying the political centre, 


Aquino also used her speech to | 


attack foreign creditor banks 


which, she said, had taken “un- | 


fair and undue advantage of 
our internal difficulties" and 


had threatened to withdraw | 


trade credit lines during recent 
debt rescheduling talks. 


— James Clad | 



















/ CORRECTION 








The photograph. which. ap- 

peared in the COVER STO 
on Vietnam (23 July, page 27 
was not of communist party 


















pictured above. 


H BUSIN ESS 


| Golh Korin textile 


g eight-party | 
[alliance will march on the sec- 
retariat of President H. M, Er- 
.tile companies 


chief Nguyen Van Linh. Linhis. | |- 












P The Star reported that Keck: 
Seng had made an offer af 
M$28.6 million (US$11.2 mil- 


n) for Amex’s 5.2 million- 


share stake in the bank, which 





firms invest abroad 


South Korean textile manufac- 


 turers are moving their fac- 
tories back across the. Pacific. 


Kunja Industrial said it will in- 
vest US$16 million in a wholly 
owned sweater factory in South 
Carolina. The move is aimed at 


avoiding quotas and reducing » 


trade tensions with the US. 
Meanwhile, the South Korean 
Government has warned tex- 
investing in 

Latin America that they Ada a 
protectionist . backlash. To 
counter the South Korean. in- 


vestments, the US has imposed 1 
stiffer quotas and some of the |. 


countries are limiting foreign 
investment in textiles. 
— Mark Clifford 


Fairfax group sells 


TV-station network 


Australian media group John 


| Fairfax has sold its Seven Net- 


work of TV stations in Sydney, 
Melbourne and Brisbane to 
young .entrepreneur Christ- 
opher  Skase's  Qintex-Uni 
versal Telecasters group for 


A$780 million (US$554 mil- 
lion). Passing of the Hawke 


government's new media law 
had made inevitable the sale of 
the Melbourne station, 
quired for A$318 million in the 


Herald and Weekly Times | 
takeover battle with Rupert. 


Murdoch six months ago. 
With TW station prices now 


falling back, Fairfax had to rely. 
| on the added value of a com- | 


plete network to recoup some 
of its money. As it is, a defer- 
red-payment scheme for Skase 
reduces the cash Fairfax re- 
ceives in current dollar terms 
by nearly A$150 million. 

— Hamish McDonald 


Malaysia may block . 
sale of bank's shares. 


| Malaysia's central bank, Bank |. 
Negara (BN), has issued. ad 
statement saving that it.has not | 
given its approval for the sale. 


of 20% of the equity of Pacific 


Bank by American Express In- | de 
ternational Banking Corp. to | Sti 


listed eck 


Seng - 


lantation group | 
Malaysia). 


prior apprøval is required for 


any arrangement — formal or. 
informal — involving the trans- 


fer of shares exceeding 3% 
any financial institution in Ma 


laysia. BN made the announce- 
ment it after the local newsp e 





ds the 11th-largest in Malaysia 
“in terms of assets. 


the 
“ply) is to get a boost witt 


ac- S 


chequing accounts, 
| deposits and passbook-savings 





Under the 
terms of the Banking Act, BN's. 


— Nick Seaward 


China sets new rules 
-for bonds and stocks 


China's State Council, 


share and bond issues, has | 


| tightened the regulations on 
“these instruments, the China 


Legal News reported in late | 
July. The newspaper said the 
funds raised by many state en- 
tities had been poorly managed 
and had been. used for low- 
priority projects. Under the 


new rules, large state f firms no 
. longer can issue share 


s.to the 
ublic (the issues being 
imited to a few collectives). 
Only large state firms and fi- 
nancial institutions will be able 
to issue bonds. 
— A Correspondent 





Burma gets aid for 


edible-oil project 

The production of edible oils, 
second-most important 
item in thé Burmese diet after 
rice (and currently in short sup- | 





rant from the United Nations 

velopment Programme. 
The agency will give Burma 
US$675,000 to support a 
US$70 million oil-mill project, 
under which 10 expeller oil 
mills will be set up and one 
existing mill converted into a 


.solvent-extraction plant. 


| —M. C. Tun 


aen ORE, 
growth slows slightly 


Taiwan's central bankers could 
view with some satisfaction the 
lower money-supply growth 


figures that were released on 
|.23 July. 
tral Bank of China statis-. 
|.tics, the MIB money supply at 


According to Cen- 


the end of June was 45% higher | 
than a year earlier. (MiBisde- | 
ined as currency in circulation, | 
passbook | 





depi wan This figure, though 
red too high, com- | 
ably to a pct j 















ay and rer 
est figure. D October. The | 
decline was the first fruit of the | 


authorities" efforts to ease in- 


onary pressures caused by 
i eculative capital inflows and 
: perenni. tfi 














cerned over the proliferation of m 








SECRET MISSION? 
phe US Embassy in the Philippines 

"|. was not told of the visit of former 9 

` | under secretary of state William ` 

_ | Schneider, Tokyo-based Garrett 

>i Sealara of the US Government- _ 

- | funded Japan-US Friendship 

. | Commission and several members of 

onservative Washington institutes to 

t defeated Filipino opposition 

candidates in Manila on 29 © 

t the meeting, the. US visitors 
















ro: 'ramme allegedly used 

al Movement for Free 

dd 10,000 votes at each 

al level to all the 

ment’s senate candidates in the 

ly elections. On 22 July, 

reider vam at a Washington 

eminar with US Sen. Jesse Helms, 
the most senior US senate foreign 
relations committee member, who ` 

. |. gavea blistering critique of the 

|, Aquino government, singling out a 
^1 “erisis of confidence in the electoral 
SSH: in s cn: dd 












| The Khme People’ 's National 
ee ‘Liberation Armed Forces 
 (KPNLAF) has introduced cash 


rewards to boost morale of its combat 


units fighting the Vietnamese 
occupation forces in Cambodia 


„during the current rainy season. In 


| mid-June, KPNLAF chief of general 
staff Gen. Pok Samann announced 
::that guerilla units can claim a bounty 
-of Baht 2,000 (US$77) for each 
a? Vietnamese soldier killed and Baht 
i 5,000 for each captured. IE 











read 
ral strike (24 July). 













Orked to strengthen dikes controlling the 
ze river following heavy rain (27 July). 
People's Liberation Army will send 
ng officers to foreign military academies 
year, it was announced (29 July). 












,000 protesters:from reaching Prime Minis- 
















lan | Punjab, while eight Sikh policemen were 
a. AIMER for ene militants. es indi 


least 300. 000. troops and civilians: 


an enemy truck will earn Baht 5,000, 
a tank is worth Baht 10,000 and 
wrecking a bridge or capturing a set | 


Vietnamese position is worth Baht 


. 20,000. Units escorting porters who 


carry supplies into Cambodia have 
been promised Baht 10,000 for 


delivery, and those engaged in long- 
range operations will get an allowance 
of Baht 60 per man each month. 


NEW ROCKETS 


The Burmese army is using a newly - 
acquired 122mm, four-barrelled 
rocket launcher of Soviet origin in 
attacks against rebels in the far north - 
of the country. The new weapon was 


first used against Communist Party of | 


Burma rebels early this year and again 


[in the capture of the Kachin rebel 


headquarters at Na Hpaw near the 
Chinese border on 26 May. The 
launcher is believed to have been 
obtained from Vietnam via Laos. 


NO APPEARANCE. 





ANGL 3 z 2T pM n its border with the South adi | 
"At least 300 people were re injured i in «ides | for a disarmament meeting with. me South | 


violence TIGE: an opposition-led | 


PHILIPPINES 


jandhi's residence (27 July). Sikh ex- |. 
nists killed five people in separate attacks |- 


. | missing in Seoul and nearby areas (27 July). 
in.| The death toll for. re two 2 downpours an 


] Cambodian _ 

` Prince Norodom. 
Sihanouk will not 
deliver the | 
keynote address 
when the UN © 
General - 
Bl Assembly debates 
NE Vietnam's 
occupation of 
Cambodia, as he | 
has done since the - 
UN took up the issue in 1982. 
Sihanouk, now on "leave of absence". 
as the leader of the anti- Vietnamese | 





L| coalition, will not even appear in the 


and the US (24 July). 
















The navy blockaded sea lares near Min- 


danao, where heavy fighting between Mus- - 


lim rebels and the military erupted this week, 
it was reported (23 July). ‘President. Aquino 


opened the first session of the new congress, | 


while troops were on full alert. The military 
leading figure in two rightwing plots against 


rebels died in a two-day flare-up in cor 


 munist guerilla activity, the military said (29 


July). 


SOUTH KOREA 
` About 120 people were killed after the 
heaviest rainfall of the century hit the.central 


part of the country (23 July). Further heavy. 


rain and flooding killed 68 people with 14 
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| 


_ Asean countries in September to 


| expected to be bilateral. Tokyo anc 
| Bangkok are discussing an. industri 


‘| export-oriented industries. But. 
4, Tokyo is anxious to find an Asea 


| aid will ERE Asean as a grou 






id T rus to eliminate its me 
range missiles in Asia if th 


has arrested a renegade colonel sought as a |: 
| _Strating in. Colombo against the propos 
| Aquino (27 July). Thirty-eight soldiers and..| 
Seven people died and two were injured " 
 Hindu-Muslim violence in the northern. | 
ty of Meerut (24 July). Police blocked ` 


instructions not to report the death y 
of a student activist after police 


turning point, leading to the — 
dramatic political events s that 


| FINDING A NEED 


: bring e mor 


` said (23 Ju 
SRI LANKA 


Today to. sigh a peace agreement (29 July) 


“wounded in a month of clashes with V 
| hamese forces on the Thai-Cambodian 
‘der, the Thai army said (24 July). Fort 
1 foreigners in two maximum security prisoi 
+ lu). been vini to carry the AIDS virus (25 
C Uy 


“chambers. His present. 
Asean delegates and UN 
General Javier Perez de Cue | 
| privately on China's reaction to 
UN chief's four-point propos: 
settlement in Cambodia. Siha 
. will meet Chinese leaders ir 
late August. He is expected in! 
York in early October. ELE 


ONTHEROWN — — 
The South Korean. Govern 

ceased to issue its dai 
| the press on how it would 
sensitive issues to be cove 
editors to exercise a certain à 
of self-censorship — especi ially i 
relation to reports concerning Nor 
Korea. The refusal of some . 
| newspapers early this year to hee 





torture is now seen to have been: a 
followed. 


A Japanese mission will visit the : si: 


assess their needs under the. | 
estimated US$5 billion Asean Fund. 


LT 


Tokyo's new aid package. Most aid i 


development fund to. enable - 
Japanese concessionary credit for 
equity in venture business and 


"flavour" to give the impression th 





hoon Thelma foie, to. 339 dead a 
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Police: opened fire on Buddhists demoi 





eace settlement, killing 19 and injuring abot 
100. Indian Prime Minister Gandhi arriv 
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REGIONAL AFFAIRS —— SRI LANKA 


Sinhalese violence as Gandhi arrives to sign agreement 


Progress and protest 


By Manik de Silva in Colombo 


dramatic bid by Sri Lanka’s Presi- 

dent Junius Jayewardene and In- 
dian Prime Minister Rajiv Gandhi to 
end the Tamil separatist civil war on the 
island, in which 6,000 people have been 
killed in the past four years, ran into vio- 
lent opposition from the Sinhalese 
population as well as strong political 
reaction from within the government 
and the opposition alike. 

After 19 people were killed in 
clashes between troops and Sinhalese 
demonstrators in Colombo on 28 July, 
police again fired on thousands of peo- 
ple the next day as they tried to march 
on the city as Gandhi arrived to sign the 
agreement. 

Jayewardene, seeing no other way of 
ending the Tamil problem, is clearly 
willing to pay a price for peace. The 
per agreed upon by Colombo and 

ew Delhi is essentially one of Sri 
Lanka conceding the merger of the 
troubled northern and eastern pro- 
vinces of the island — comprising a third 
of its territory and two-thirds of its coast 
— for purposes of administration by a 
single provincial council. One year after 
the agreement, a referendum in the east 
would determine whether the popula- 
tion of that province — comprising 
Sinhalese, Tamils and Muslims in 
roughly equal proportions — wishes to 





continue the merger. A negative vote in 
the referendum would allow the east to 
have its own provincial council. 

In return, India would underwrite 
the peace. The agreement calls for a 
ceasefire between Sri Lankan troo 
and Tamil rebels within 24 hours of its 
being signed. Within 72 hours of the 
ceasefire the rebels must surrender their 
arms and the troops will be confined to 
barracks. India would not permit its ter- 
ritory to be used by the rebels who have 
been based in southern India since late 
1983 and will join Sri Lanka in patrol- 
ling the Palk Strait between the two 
countries to prohibit future guerilla ac- 
tivities. 

More important, the agreement also 
provides for India, on Sri Lanka's re- 
quor to provide military assistance to 

eal with any residual terrorism that can 
hinder the peace. New Delhi is also 
committed to repatriate Sri Lankan re- 
fugees living in India and to take back 
stateless people of Indian origin living in 
Sri Lanka. Additionallv, Colombo has 
agreed that Tamil and English will be 
accorded the status of official languages 
of Sri Lanka along with Sinhalese which 
has been the country's sole official lan- 
guage for 30 years. 

Jayewardene read out the draft 
agreement at a special cabinet meeting 


o sooner had the word got out that 
an Indo-Sri Lanka peace accord 
was near completion than trouble began 
brewing in the island state the 
weekend of 25-26 July. The first of the 
opposition demonstrations took place 
on 27 July in Ampara district of the 
eastern province, where some 3,500 
Sinhalese demonstrated before police 
















on 27 July. Premadasa, one of the 
harshest critics of the Indian factor in Sri 
Lanka's separatist war, received a copy 
when the president called on him the 
previous day and discussed the pro- 
posed accord, which had been finalised 
while Premadasa was abroad. It is clear 
that Premadasa had expressed grave re- 
servations. He arrived at the cabinet 
meeting on 27 July with a prepared 
statement setting out his position. 
According to government sources, 
Premadasa feared that the merger of the 
two provinces which the ruling United 
National Party (UNP) and the vast 
majority of the country had long re- 
sisted, would eventually result in their 
separation from the rest of the country. 


rguing that the problem was essen- 
tially a domestic one, Premadasa 
reiterated his long-held position that 
India had a role only because the ter- 
rorists are based there. He has held that 
it would be a grave mistake for Colom- 
bo to permit any foreign government a 
role in its domestic affairs. He has also 
expressed grave reservations about the 
terrorists honouring the commitments 
that Gandhi has conceded in the agree- 
ment. 
The prime minister, without doubt, 
has long been reflecting strong public 





Colombo's chronicle of crisis 


at them and went on a . At 

Ara dh eo ta arma some 
The authorities bent on e 

that the peace accord would be 


opinion among the Sinhalese hostile to 
India because of the safe haven and re- 
fuge accorded to the separatists in Tamil 
Nadu, whose 55 million Tamils are 
dhe ethnic cousins of the Sri Lankan 
Tamils. 

These feelings have become more in- 
tense since India's 4 June incursion into 
Sri Lanka's airspace to drop food 
supplies on: the Jaffna peninsula. 
Jayewardene is gambling on the attrac- 
tion that peace has for the vast majority 
of the people. He said on 25 July that 
there is little doubt that the eastern 
province will opt out of a single pro- 
vincial council arrangement with the 
north, once a referendum is held after a 
year. 

Labelling it a “temporary merger” 
Jayewardene added: “We will sign the 
accord on Wednesday and terrorism 
will end by Monday.” 

The president is strongly supported 
by an influential section of his cabinet 
including Lands Minister Gamini Dis- 
sanayake and Finance Minister Ronnie 
de Mel. Dissanayake, utilising contacts 
with a Madras-based journalist on the 
staff of the well-known Hindu news- 
paper, played a major role in working 
out the peace formula. The journalist, 
N. Ram, is known to have consider- 
able influence with the rebel groups 
and an access to the Indian Govern- 
ment. 

Dissanayake and Ram had been in 
contact about a peace plan for some 
months but an earlier effort fizzled out 
lfecause of some warlike noises made in 
Colombo. 

De Mel knows better than anybody 
else what the separatist war has done to 
the national economy. The finance 
minister, who has proved himself to be a 
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successful aid-getter during the 10 years 
he has been in office, has been per- 
sistently outspoken on the impera- 
tive for peace if only cn economic 
grounds. 

“This may be the last chance for 
peace with honour,” he said on 26 July. 
“We must be practical and pragmatic, 
not shortsighted and emotional in a 
crisis like this. Without India’s help we 
can neither win the war nor bring about 
peace.” 

Even me 4 Jayewardene is deter- 
mined to cut through the opposition, he 
cannot discount the possibility of a par- 
liamentary rebellion that will deprive 
him of the two-thirds majority he needs 
to legislate the agreement's implemen- 
tation. The president has already indi- 
cated that he would not hesitate to dis- 
solve parliament if the need arises. 

There is intense speculation on whe- 
ther the prime minister who enjoys con- 
siderable popularity in parliament 
would choose to oppose the president 
on this issue. 


W hile the communists and the 
Trotskyist Lanka Sema Samaja 
Party are likely to back the accord, 
Bandaranaike and her Sri Lanka Free- 
dom Party (SLFP) have been joined 
by other groups in opposing the ac- 
cord. 

The SLFP will undoubtedly seize the 
opportunity to push hard to topple the 
government on this issue. Ban- 
daranaike, who has never made a secret 
of her distaste for Premadasa, has said 
that the SLFP would back him if he 
maintains his opposition to the accord. 

The UNP will not be slow in exploit- 
ing the SLFP's earlier statements that 
the latter would enlist India's support to 


solve the separatist problem. The SLFP 
has often said that '$ foreign policy 
had been an irritant to India, resulting 
in New Delhi's support for the Tamil re- 
bels. But whatever the parliamenta 
debating points, the government wi 
have to show that the advantages of 
peace outweigh the Sri Lankan distrust 
of India. 

Nobody would seriously expect the 
guerillas to surrender all their arms as 
the agreement demands. India can, as 
she has done before, take over the rebel 
arms now on Indian soil. The guerillas 
are likely to stash away at least some of 
their hardware for future use and New 
Delhi will have to demonstrate its seri- 
ousness in helping Colombo to deal with 
such problems as they arise if the accord 
is to work. The Liberation Tigers of 
Tamil Eelam (LTTE), the dominant 
guerilla group, which was initially op- 

sed to the accord, made a last-minute 

alf-hearted gesture to go along with 
Gandhi's moves. India now has the op- 
portunity to demonstrate its good faith 
by quickly and effectively reining in the 
the LTTE. 

A successful settlement would be 
seen at home as a triumph for Gandhi, 
who has taken a personal interest since 
he came to power three years, and could 
not come at a more opportune time, 
with his personal popularity at a low 
ebb. 

As well as the fallout in India itself in 
the form of refugees and political unrest 
it has led to in Tamil Nadu state, a suc- 
cess this year particularly, while India is 
chairing the South Asian Association 
for Regional Cooperation would be par- 
ticularly rewarding, since other Saarc 
members criticised India's airdrop to 
besieged Tamils. | Oo 
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The missile message 
Gorbachov offers force reductions in Asia 


By Sophie Quinn-Judge in Moscow and Robert Manning in Washington 


auga his 22 July interview with 
the Indonesian newspaper Merdeka, 
Soviet leader Mikhail Gorbachov has 
made a dramatic attempt to revive both 
the stalemated US-Soviet missile reduc- 
tion talks in Geneva and the “Vladivos- 
tok process,” which began with his 
speech in the port city in the Soviet Far 
East in late July 1986. 

By offering to remove Soviet 
medium-range missiles stationed in 
Asia, Gorbachov has, in one bold 
stroke, paved the way for a missiles ac- 
cord and a superpower summit, put new 
pressure on West Germany, and ex- 
ported his "charm offensive" to Asia as 
some US officials see it. 

In a breakthrough, US President 
Reagan announced on 28 July that the 
US had accepted Gorbachov’s proposals 
on medium- and shorter-range missiles, 
and that the climate was favourable for 
a historic superpower agreement. 

With the Soviet acceptance of the 
"global double-zero option" — the 
elimination of all medium-and shorter- 
range missiles in the US and Soviet arse- 
nals — only one major obstacle remains 
to the signing of the accord and the 
long-awaited summit. The remain- 
ing hang-up is the 72 US-controlled 
nuclear warheads on West ——— die 
shorter-range Pershing 1A missiles 
which Moscow insists must be re- 
moved. — 

Also Moscow continues to demand 
that the US should destroy and not con- 
vert its Pershing 2 medium-range mis- 
siles into shorter-range weapons. This 
was made clear bv Soviet chief of staff, 
Marshal Sergey Akhromeev, at a press 
conference the day after publication of 
the Merdeka interview. Further, the 
Soviets want simultaneous destruction 
of the missiles, and “real and equal ver- 
ification." 

The agreement being negotiated in 
Geneva had until this Soviet concession 
provided for each side to possess 100 
warheads in Asia, mounted on medium- 
range missiles. Moscow would retain 
100 of its warheads sited in the Asian 
part of the Soviet Union, while the US 
plan was to deploy its 100 warheads in 
Alaska. During the May visit to Mos- 
cow by Vietnamese leader Nguyen Van 
Linh, Gorbachov declared the Soviet 
readiness 4o scrap these missiles, 
but only on condition that the US 
would eliminate its nuclear capabi- 
lity in Japan, South Korea and the 
Philippines. 

This condition was explicitly drop- 
ped in Gorbachov’s statement to 
Merdeka. "We do no} link this initiative 


in this case with the US nuclear pre- 
sence in [South] Korea, the Philippines, 
on Diego Garcia. We would like to 
hope, though, that it, at least, will not 
grow," Gorbachov said. Clearly, the 
threat of US deployment in Alaska was 
a key factor in Gorbachov's latest con- 
cession. 

During Linh's Moscow visit, Gor- 
bachov also spoke of the need for the 
"withdrawal of US aircraft carriers 
beyond agreed limits." Now in a more 
complex formulation, he is proposin 
the limitation of US and Soviet nava 
exercises in the Pacific and Indian 
Oceans to no more than one or two 
major exercises annually. He is also 
suggesting, among other things, restric- 
tions on the range of nuclear-armed US 
and Soviet warships in the Pacific, so as 
to prevent strikes on either's territory. 
Such an agreement could later be joined 





by pe powert, a Moscow spokesman 
J 


said on uly. 
I? Washington, Gorbachov's accep- 
tance of the "global double-zero op- 
tion" in the missiles talks was the source 
of what is still a guarded US optimism. 
US officials, however, reacted with un- 
restrained scepticism to the other Asian 
demilitarisation proposals floated by 
Gorbachov on the first anniversary of 
his Vladivostok speech. *We're study- 
ing the [proposed] measures but 
frankly, they appear more for Asian 
parce agp than as proposals for 
regional arms control with- serious 
potential,” a US official told the 
REVIEW. 

According to US officials, Moscow 
had been dragging its feet on the mis- 
siles talks, waiting to see if US President 
Reagan would emerge from the Iran/ 
Contra scandal with enough political 





strength to forge ahead with an arms aç- 
cord and a superpower summit. The 
coincidence of the testimony of Col 
Oliver North and Adm. John Poindex- 
ter ending on the eve of the Vladivostok , 
anniversary, say US sources, allowed 
Gorbachov the opportunity to ply his 
well-honed public relations skills, ob- 
taining maximum political mileage out 
of his Asia-missile concession. 

While US officials caution that 
Soviet insistence on the removal of 
Pershing 1 A missiles based in West Ger- 
many still stands in the way of an ac- 
cord, the consensus in Washington is 
that Gorbachov's demarche renewed 
sufficient momentum to overcome final 
impediments. “The Soviets have gotten 
two messages. One is that we do have 
Asian allies and we do take them into 
account,” US arms control adviser Ed- 
ward Rowny said. 

The other message, he explained, 
was that the remaining 100 warheads in 
Asia “severely complicate the verifica- 
tion process.” Verification is one of the 
most intractable problems in ironing out 
the details of an accord. By eliminating 
an entire class of missiles, verification 
issues become simplified. US military 
and intelligence officials have expressed 
as much uneasiness as their 
Soviet counterparts at the 
prospect of permanent foreign 
Observers at their most sensi- 
tive arms factories. 

US officials also indicate 
that there is room for com- 
promise on all other outstand- 
ing issues concerning missiles. 
The Soviets, who have 1,435 
warheads in Europe and Asia 
compared to 348 for the US, 
argue that warheads should be 
destroyed at equal rates and 
that each side be permitted to 
verify the destruction of the 
other's warheads. 

But on the Pershing 1A 
issue, the US appears taken 
aback. *We don't understand 
why they are putting this kind of obsta- 
cle in the way of an agreement," Na- 
tional Security Adviser Frank Carlucci 
said, adding that the US did not accept 
the Soviet notion that the Pershing 1As 
should be on the bargaining table. Some 
analvsts here believe that Gorbachov's 
failure to mention the issue in his latest 
Merdeka interview is a sign of flexibility 
on the issue, though they expect Mos- 
cow would drop the Pershing 1A de- 
mand only at the eleventh hour. 

Meanwhile, the Soviet demand puts 
heated pressure on West Germany, 
which owns the missiles though their 
warheads are controlled by the US. US 
officials see two possible ways out of the 
Pershing 1A dilemma. The Pershing 
1As, with a 720-km range, are ageing 
shorter-range missiles and would have 
to be replaced in the foreseeable future. 
But Western diplomats say that it would 
be politically difficult for West Ger- 
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ny to deploy a succe ger 
.| to these Pershings if a a missiles accord 
 werefinalised. — 

Under Gorbachov's- proposal, 

S would not be allowed to convert the 
+$- Pershing 2s into new shorter-range mis- 
“| siles: Thus the Soviets may be provided 
|. with a fall-back position of allowing the 
-x f Pershing 1As to remain, and prohibiting 
. the US from deploying a more effective 
: Successor. But it is unclear whether 

fn ge Washington would agree to Burn a for- 
E Internationally, Gorbachov's ‘latest 
/€ is seen as an attempt not only 
the momentum into the dead- 
s talks, but also to inject life 
ramework of Soviet Asia 
last year at Viadivostok. 
y Foreign Minister and chief 
egotiator at Geneva, Yuli Vor- 





















deed was of. reat importance 
~ | when he stated: "The answers to 
Pur Merdeka are a continuation of the Vla- 
divostok process." One year after the 
.| Vladivostok speech, the Soviets have 
^j not a as much as they would have 
|. liked from the much publicised effort to 
_ | improve political relations with Asia, 
- particularly China, and build “an all- 
| embracing system of international secu- 
[ rity.” Unable to achieve any major 
n breakthrough: in Afghanistan or Cam- 
-| bodia — which would remove Chinese- 
| defined "obstacles" to closer Sino- 
Soviet ties — the Soviets have had to 
yield. something which, until recently, 
they claimed was essential to their secu- 
rity. 
-, With a new round of bilateral border 
talks to begin in Peking on 7 August, 
| Moscow is clearly eager to improve the 
chances of negotiating substantial troop 
reductions along the long border. Jus- 
| tifying the Soviet missile offer, Ak- 
 hromeev said that “the Soviet leader- 
| ship is now evaluating the situation in 
the world in a different way . . . It is 
| counting on the goodwill and correct 
. | understanding by these [Asian] coun- 
. 4 tries of the Soviet position — and not 
- | just on understanding, but on the cor- 
ob responding political, and perhaps mili- 
tary reaction." 
= -By revealing the new Soviet offer to 
“Merdeka — an Indonesian newspaper in 
. the old nationalist tradition and with a 
| pro-Moscow leaning — Gorbachov ap- 
; pears to be garnering support in Asean 
- for his Asian initiatives. Significantly, In- 





















` Kusumaatmadja has recently been press- 
ing for the establishment of nuclear 





despite open US opposition to the 
scheme — an endeavour which Gor- 
-. bachov extolled in the Merdeka inter- 








ex " Gorbachov spoke of a planned visit 
to the Soviet Union by President 
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indicated that the latter objec- 


-donesian Foreign Minister Mochtar | 


eapons-free zone in Southeast Asia - 


Datuk Seri Mahathir Mohamad begin- 
ning in late July as well as the May visit 
here by Thai Foreign Minister Siddhi 
Savetsila, Soviet relations with Asean 
are also undergoing quantitative, and 
possibly also qualitative, change. 


b» Nigel Holloway writes from Tokyo: 
Japanese Prime Minister Yasuhiro 
Nakasoné was quick to welcome Gor- 
bachov's missiles offer. At the industrial 
nations summit in Venice in June, 
Nakasone supported a US proposal to 
deploy 100 medium-range (single 
warhead) missiles in Alaska to counter 
Soviet medium-range missiles in 
Siberia. This, he said, was an interim 


withdraw its missiles in Asia. That state- 
| ment came under strong attack from Ja- 





garded the proposal as, in effect, a re- 
jection of the country's non-nuclear 
policies. - 

Japanese officials are payin particu- 
larly close attention to Gorbachov's de- 
sire, reported in his Merdeka interview, 
to visit Japan. In January 1986, 
Nakasone invited him to come to Tokyo 
| and repeated the offer the following 





on the Soviet side. But nothing came of 
the invitations as relations soured, 
partly in response to the Japanese Gov- 
| ernment's decision to participate in the 
US Strategic Defence Initiative (SDI). 

Gorbachov told Merdeka 
of [Soviet-Japan] relations i is not quite 
certain as of now." Things had im- 
proved for a while, he-said, but "certain 
forces in Japan managed again to bring 
clouds which obscured the horizon" + 
an apparent reference to SDI, sources 
in Tokyo said. ; 






» 





» Robert Deifs writes from Sul 
China expressed strong support for 
Gorbachov's missiles offer. “China has 


Europe and Asia are equally impor- 
tant," a Foreign Ministry spokesman 


the medium-range missiles deployed by 


and Asia should be totally eliminated.” 
Reiterating Peking’s position, 





People’s Congress and a former foreign 
minister, recently spoke forcefully in 
favour of the “double-zero option” at a 
| private conference on disarmament in 
Kuala Lumpur; which was also attended 
by Soviet arms-control expert Vladimir 
Suslov. | 

Chinese Communist Party Acting 
General. Secréta 
Ziyang has called for-an international 
conference on nuclear disarmament; 
and stated that "we hold that medium- 
| range missiles in Europe and Asia 














cd. should be reduced is ina balanced pcm e 


| pty aden . 


| expedient to help persuade Moscow to | 
| panese opposition parties which re- | 
| China 


| earlier limit on computer process 


May — moves that were reciprocated - 
. be allowed. 


liberalisation c of Spa to Chin 


: "Thestate 


| exports to the Soviet blc. —w 
| announced by Melvin Searls, the deput 
secretary of commerce for. East . 
and the Pacific. 


jng criticism from US industries 
| tight restrictions, and long delays in o 

taining export licences because of se 
tity reviews, have damaged US 
| petitiveness. In some cases, ap 
tions for exports 
| ed because of a bureaucratic 





all along held that the security of | 


said in a statement on 24 July. “And all | depar 


the Soviet Union and the US in Europe ' 
| "e bM have gene si eed 


Huang Hua, deputy chairman of the | iy. 
| standing committee of the National | Europe nave outstrippe 
| tain. products. Improved § 


relations have increased ho € 


strengthen ties with China by a grea 


i tion drive. — 

eds Vice-president of. ihe c Nati 
Counel for” JS Chin 
(NCUCT  ! 


and Premier Zhao || 
| bs o 
























“donesian ‘cooperation, With a seven i 
day visit by Malaysia's Prime Minister 







"The US Commerce Ë Depart ! 
June announced that two nev 
have been added to the list of 30 - 
tech products for dual civilian-milit: 
use that have been cleared for sal 
without inter-agency rev 
Also, the parameters of nine items ] 
been expanded, including raising - 
























speed of 155 ag eir per second 
285 megabytes, thus allowing Chin 

import faster computers. Export. 
higher-capacity memory chips will als 
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willingness to help China's modernis: 














administeation fulfils its commitment 
to liberalise export control this year." 
Otherwise, ‘once the presidential elec- 
tion campaign begins next year, there is 
fear that all action will be postponed. In 
January President Reagan announced, 
as part of a national effort to assure US 
competitive pre-eminence into the 21st 
century, that in view of Peking's com- 
mitment to protect sensitive technol- 
ogy, the US would work with its allies to 
"further liberalise high technology 
trade with China." 

US officials say the present policy 
has worked well, though they pri- 
vately acknowledge that the Pentagon's 
export control branch has been over 
zealous in protecting technology and 
there is room for more relaxation. The 
level of US technology transfer to China 
is guided by two factors: US concern to 
maintain its technological lead and 
the foreign policy implications of any 
transfer. For the US, the first considera- 
tion in transferring any particular piece 
of technology is to assess whether it 
would give China an advantage over the 


US and secondly, whether that technol- 
ogy risked falling into the hands of a 
third country. In the policy area, Wash- 
ington has to watch the impact of the 
transfer on the security of its friends and 
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allies as well as US domestic opinion. 

A recent Office of Technology As- 
sessment (OTA) study on technology 
transfer to China concluded that recent 
US policy towards China has led China 
to play a more constructive interna- 
tional role and make common interest 
with the US in many areas, "includ- 
ing sensitive intelligence gathering." 
This perhaps alludes to electronic listen- 
ing posts that the US reportedly runs 
along the Sino-Soviet border and the 
sharing of some US satellite observa- 
tions of Soviet military deployment 
against China. 


defence official said: "The US ob- 

jective in tech-transfer to China is no 
secret. We would like to bring China 
more and more into the side of the 
West. Technology is a carrot. By giving 
China technology we are giving it à 
reater stake in maintaining that re- 
ationship.” 

High-level administration sources 
have told the REVIEW that Washington 
has been watching carefully the growing 
Sino-Soviet economic and political ties 
and they expect China to adopt an in- 
creasingly independent posture in inter- 
national affairs. However, China's pro- 
found distrust and fear of the Soviet 
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Union is expected to guide Chinas 
security policy. A cooperative US ap- 
proach to its modernisation effort 
would ensure that Peking will remain an 
"asset" on the US side. Š 

Washington now appears to be more 
confident about the issue of diversion of 
US technology. “The Chinese have a 
good track record in protecting our 
technology,” Searls told a recent con- 
vemm hearing. Even the issue of 

hina incorporating US technology into 
its own arms exports is accepted as an 
inevitable consequence of transfers, but 
not one to be feared. 

A defence official acknowledged 
that there were objections from sections 
of the bureaucracy that feared China 
would use any transferred technology to 
its theoretical limits in military applica- 
tions. But experience suggests this is not 
so. Moreover, different parts of the de- 
fence establishment are concerned 
about protecting their own capabilities. 
The navy, for instance, is more reluc- 
tant about transfer of technology that 
would enhance China's anti-submarine 
warfare ( ASW) capability than it would 
be about other types of technology, he 
said. 

The US restricts technolo 
nuclear weapons design, AS 


used in 
, electro- 


‘Sorry’ is not enough 


US anger over the Toshiba affair is expressed in trade bill 


By Nigel Holloway in Tokyo 


l: Japanese businessmen believed 
that US anger over the Toshiba affair 


would quickly dissipate as it has over 
other US-Japanese trade issues, they 
were wrong. 


Although two senior executives of 
Toshiba Machine — a subsidiary of the 
giant Japanese conglomerate Toshiba 
V aee have been arrested, the firm 
has been banned from exporting to the 
communist bloc for a year and the chair- 
man and president of the parent com- 
pany have resigned as an act of contri- 
tion, this has not assuaged many in 
Washington. The US Senate approved a 
trade bill on 21 July that would ban all 
Toshiba imports into the US for two to 
five years. 

The dispute began when Washington 
diseoweted. that Toshiba Machine had 
supplied sophisticated milling machines 
to the Soviet Union in contravention of 
regulations of the Coordinating Com- 
mittee for Export Controls (Cocom). 
The US administration says that the 
machines enabled the Soviets to build 
submarines with virtually noiseless 
propellers, thereby making them much 
more difficult to detect. 

The senate bill is likely to be soft- 
ened as it works its way through the 
congress, but if fresh allegations of Ja- 
panese violations of Cocom rules come 


to light, the bill could proceed relatively 
unscathed. 

The Japanese media has reported 
that a number of other local companies 
are under investigation for allegedly ex- 
porting militarily-sensitive equipment 
to the Soviet Union, including a 
uranium-enrichment device. This has 
prompted speculation that the Toshiba 
affair is merely the tip of an iceberg, 
conjuring up images of Japanese trading 
houses and manufacturers scrambling 
to earn large profits on the sale of hi- 
tech products to technologically starved 
communist countries. Shoichi Shaba, 
who recently resigned as chairman of 
Toshiba Corp., has conceded that there 
has been a "rather loose attitude" to- 
wards the observance of export-licens- 
ing laws within Japanese corporations. 

To add to the speculation, the 
former chief representative in Moscow 
of the Japanese trading firm Wako 
Koeki, which initiated the milling- 
machine sales, said other Japanese com- 
panies had committed similar misdeeds 
— along with their competitors from 
Western countries. A Japanese news- 
paper report in early July said Wako 
Koeki was also suspected of shipping 
semiconductor components to the 
Soviet Union last year in violation of 
Cocom rules. 
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ful computers, which could be 


imaging and processing intelligence, 
and laser gyroscope — used for inertial 
navigation systems in civilian and mili- 





; ie US is also anxious not to lose its 
wn intelli | eee gathering capabil- 

China. Opposition from the US 
intelligence community has 
-sales of fibre optics to China. 


major cities, it is feared, 
JS Comint (communica- 
gence) capability in China. 
ion. on fibre optics was drop- 
from 'the Sino-American telecom- 
-munication protocol, signed in May last 
` year, because of strong opposition from 
the National Security Agency (NSA), 
the super-secret US agency that gathers 
electronic intelligence. 

A recent NCUCT report urged the 
<i US Government to undertake “a high- 
| c]. level review of NSA’s mission in China" 

in view of the present US policy towards 











.] The most serious charges made since 
E those against Toshiba Machine involve 
the alleged sale last year to Soviet dip- 
lomats in Tokyo of flight instruments 
and other components claimed to have 
been stolen from Tokyo Aircraft In- 
< strument Corp. by Minoru Shimizu, a 
director of the firm's enterprise depart- 
ment. 
| © Shimizu is reported to have told 
| police that among the items he sold 
. | were diagrams of a 16-bit central-pro- 
| cessing unit — a part covered by Cocom 
‘| regulations — and Japanese plans for 
, building a new generation of commer- 
cial transport aircraft. 























[n an attempt to limit the damage, 
f Hajime Tamura, who heads the Minis- 
try of International Trade and Industry 
. (Miti), made a hurried trip to Washing- 


being taken to ensure such a thing 
ot happen again. A wide range of 
n was mentioned, including stiffer 
penalties for violating export-control 
laws, more Cocom inspectors and a big- 
ger financial contribution towards the 
inning of Cocom's secretariat in Paris. 

e even offered the Pentagon the 


sold to the Soviet Union to help the 
US develop better antisubmarine de- 





Reagan administration 
"seem to have responded positively to 
the proposed measures, but they have 
done little to assuage congress. The Ja- 
panese Government now wants to has- 

through. par a its amendm 
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" telecommunications be- 


-ton in mid-July to explain what steps- 


same kind of Toshiba machine tools 


officials. 








































"China. Us firms resent the clamps on | 
fibre optics sales, especially after two | 
British companies, with the help of | 


Prime Minister Margaret. Thatcher, 


went over the inter-agency groups di- | 


rectly to the White House to have re- 
moved US objections in Cocom to the 
sale of the very technclogy that US 
firms were not allowed to market in 
China. 

The US also insists or limiting sales 
to China of computer-aided-design 
and computer-aided-manufacture (Cad/ 


Cam) equipment out of concern that it 


would enhance China's weapons de- 
signing ability. The NCUCT recently 
warned that though the US still has 
the lead in Cad/Cam technology, "con- 
tinued. self-imposed and inconsistent 
controls will erode the competitive edge 
we hold over our European and Japan- 
ese competitors." 


continues to oppose the sale of Local 
Area Networking and Wide Area 
Networking for fear that 
would enhance China's capacity for 
command, control, communication and 
intelligence integration, considered 


need to develop a nationwide data com- 


to the Foreign Exchange and Foreign 
Trade Control Law, says. Tamura, be- 
fore the joint committee conference of 


both houses of the US legislature pro- 
duces a unified trade bil, perhaps in 
September. 

All this hurried activity on the part of 


the government in Tokyo has tended to- 


deepen the cynicism of many Japanese 
businessmen who regard the Toshiba af- 


- fair as another chapter in the trade war 


with the US, rather than as a serious 


breach of an ally’s security. A well. 


placed source said a sizeable number of 


Japanese businessmen feel, rightly or. 
wrongly, that Cocom's rules were drawn - 
up to favour US corporations who still, | 
for example, sell millions of dollars of 
agricultural goods to the Soviet Union- 


every year. 
The Japanese Government has not 


' been able fully to dispel these notions, 
possibly born of ignorance within the | 
country of the way Cocom operates. 
“Ministers have compounded the prob- |. 


lem by giving conflicting views of the 


exact extent to which the sale of Toshiba 


machine tools was to blame for the 


quieter Soviet submarines. - 


Asked in parliament to clarify the 


government's view, Prime Minister 
^Xasuhiro Nakasone said there was a 


"thick suspicion" that the two were con- 
nected. But Foreign Minister Tadashi 


-~ Kuranari soon after gave a different in- 


terpretation, saying there was “a certain 


link" between the sale and the fact that 
/ Soviet submarines are quieter than they 
were. And, for his part, chief cabinet | 


S. „secretary. Masaharu Goteda said he | Bit; 
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| tical system," 
_ China as a newly industrialising cou 


. for caution have not been eliminat 


| tially much more powerful, Japa 


| non-allied country it should be rem 
- from the Cocom control. Rejecting 
_heed for changing China's status u 
| Cocom, an administration official s 


| other friendly, non-allied countries, 
Similarly, the defence department | 


| nuclear arsenal and long-range m 
| siles." : 
these 


| from Cocom, you create a crack w 
vital for modern warfare. But business- | 
men argue that China has a genuine - 


. would not admit the cause- --and- eff pit 


ers that he had been shown the evi- 
dence that the milling equipment. wa ! 


vulged, he said, but added later t 


the Japanese Government has € 
oe ar tuli Ape he! form US | ad 


"Reagan's Strategic Defence Ini 
(SDI), despite the fact that Japan 


| accord on the matter with the US on 


lieve that distrust of Japanese co 
“panies is spreading quickly in the: 





munications system to r 
economy. l 

Despite the complaints ‘of bui 
Washington remains :cautious. 
OTA report warns that the reasc 







To some observers, “China is a po 
tial adversary, with an alien ide 
and an unstable, unpredictable 
it says, while others 












that might become another, “po 


Korea." | 
Further, the USis unlikely toac 
to Chinese pressure that as a fri 
























































"China is a friendly country but 


has unique strategic capabilities. It ha 


Moreover, Cocom is a useful ba 
against Western technology transfe 
the Soviet Union. "If vou remove C 


may eventually lead to the w 
and collapse of the organisation, 
said. 


relationship. without S LM evi 
dence. | 
Proof was hard to come by even afte 
Kimura's trip to the US. He told repo 


the direct cause of the reductionin noi 
emitted by the submarines when he 
US Defence Secretary Caspar W 
berger on 15 July. Because the infor 

tion was top secret, it could not be ¢ 


there was merely a a suspicio 
the two pe : fonnected. 
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: By Sophie Quinn-Judge in Moscow 

W"he recent surprise visit of Afghan 
M leader — Najibullah to Moscow 
iroused speculation that Kabul might 
be worried about the way the war was 
'oing — and particularly the impact of 
LJS-supplied Stinger anti-aircraft mis- 
siles on the battlefield. 
When he met the press the day after 
s 20 July talks with Soviet leader 
khail Gorbachov, however, Najibul- 
seemed determined to appear calm 
confident. His national reconcilia- 
process “is bearing its first fruits.” 
ld journalists, while "bold steps" 
tave been taken to meet the forces op- 
posing the revolution. The Kabul re- 
gime had earlier announced that its six- 
month unilateral ceasefire — begun in 
anuary — would be extended until 15 
ary next year. 
But Marshal Sergey Akhromeev, the 
het chief of the general staff, allowed 
frustration to creep into his voice when 
“he spoke of the "very slow" progress in 
national reconciliation at a press confer- 
-ence on 23 July. He blamed the slow 
pace on outside interference from the 
territory of Pakistan and Iran, repeating 
yet again that the basic condition for the 
|; withdrawal of Soviet forces was the end 
- Of this external intervention. 
^" Najibullah gave no details of his talks 
‘with Gorbachov, but the Soviet Tass 
 mewsagency reported that they discuss- 
ed "additional steps and measures in the 
-interests of the fastest possible normali- 
sation of the situation" in Afghanistan. 
5 While the Afghan leader said that a 
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Soviets back Kabul, but count the cost of the war 


law has been passed to legalise the crea- 
tion of new political parties, he made it 
clear that the ruling People's Democra- 
tic Party of Afghanistan (PDPA) hoped 
"to retain its organising and mobilising 
role," adding that “as the PDPA has ini- 
tiated the policy of national reconcilia- 
tion, it is at this moment the main or- 


ganising and guiding force." Many posts | . 


| 
| 
| 
| 
| 
| 
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in the government to be established fol- 
lowing final acceptance of the new con- 
stitution will be open to other parties, 
but these will not include the defence, 
interior or foreign-affairs portfolios. 
However, the prime minister's post 
could be held by a non-PDPA member, 
including the former king Zahir Shah. 


N ajibullah’s catalogue of successes 
included the return of 60,000 re- 
fugees and the rallying of 15,000 gueril- 
las to his government. He said 91,000 

"patriots" are participating in the com- 
mission of national reconciliation. He 
claimed that tens of thousands of mem- 
bers of guerilla bands have entered into 
negotiations with the government, and 
that many more refugees would return 
home if not prevented by the "reac- 
tionaries" from doing so. 

The Afghan leader's upbeat picture 
is not entirely supported by his Soviet 
allies, though. In addition to Ak- 
hromeev's remarks about the slow pace 
of reconciliation, a Soviet Foreign 
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Ministry spokesman confirmed on 16 | 


July that Soviet and Afghan army 
casualties had risen in recent months. 
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ing glasnost, the Soviet policy of open, 
ness, | 
An article in the 29 July issue of the 
magazine by Artem Borovik includes an 
interview with the party secretary of the 
Afghan Kunduz province, bordering 
Soviet Tajikistan. When asked how re- 
conciliation was proceeding there, he 
replied: "Not so well as we at first calcu- 
lated. Immediately after 15 January the 
dushmans |resistance guerillas] sharply 


increased — by four or five times — | - 
| their fire on Soviet and our garrisons 


. Out of 433 villages in the province, 
290 are under our control." 

The commander of the provincial 
police told Borovik that a guerilla chief 
had probably escaped a Soviet- Afghan 
encirclement by bribing his way through 
an Afghan security checkpoint. Many of 


the new recruits from the villages have a — 


low political consciousness, he explains. 
Money is a problem, too. Some gueril- 
las earn five times the salary of Afghan 
soldiers, says the commander. 

Borovik writes that heroin provides 
a large source of revenue for the opposi- 
tion. He describes flying over poppy 
fields and being offered hashish by Af- 
ghan children. 

What would Afghanistan be like 
after the withdrawal of Soviet troops, 
Borovik asks the police commander. 
"Internecine squabbles will spread over 
the whole country, but the ringleaders 
won't be able to mask their terror with 
the earlier talk of a holy war," the com- 
mander replies. The same question put 
to a captured mullah from a village con- 
trolled by the resistance, gets a similar 


answer: "There will be a civil war for 
territory. Nobody doubts this. . . A lot 
of peaceful blood will be spilled.” a 


T re telling is a series of articles 
that has been appearing in the weekly 

| magazine Ogonyok, which in the past 

| year has played a leading role in spread- 
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PALAU 


The price of refusal 


Voters face pressure to allow US nuclear ships 


By Hamish McDonald in Sydney 


he voters of Palau, the last remain 

ing US trust territory in the Pacific, 
are being sent to the polls again to pro- 
duce the result desperatelv sought by a 
financially straitened local administra- 
tion: waiving of constitutional barriers 
to port calls and transits by nuclear- 
armed US warships and aircraft. 

That followed the failure on 30 June 
of the fifth in a series of referendums, to 
approve a "compact of free association" 
with the US whereby Palau gains inde- 
pendence in all things save defence, to- 
gether with US$1 billion in aid over the 
next 50 years for the nation of 15,000 
people. At an annual rate of US$20 mil- 
lion, this is double the budget grant 
Washington has been paying the Re- 
public of Palau in recent years and 
would nicely cover the current US$5 
million budget deficit. 

Palau's squeeze has been made more 
pressing by the weight of debts incurred 
to install a new power station and road 
system in anticipation of the extra US 
funding. Last year, a consortium of 
banks lcd by Morgan Grenfell began a 
legal suit against Palau for default in 
payment for the power station. 

In Palau itself, the power plant fi- 
nances have caused a political scandal, 
with critics saying the price of US$35 
million was about three times the nor- 
mal rate for such a 12.5-MW diesel 
unit. 

The stumbling block to the US com- 
pact is the anti-nuclear constitution 
adopted by Palau, alone, of the four ter- 


layed the next round of the UN-spon- 
sored Geneva talks, which deal 
mainly with a Soviet troop withdrawal 
from A . All sides to the con- 
flict DEEA oed 

er an acceptable gov- 
e of national reconciliation is 
formed in Kabul. UN special represen- 
tative Diego Cordovez is expected to 


visit the region soon to explore pos- 
sibilities for resuming the Geneva 
talks. 


Western in Islamabad say 
that fighting intensified in recent 
weeks, with the guerillas killing some 


300 Soviet troops in a major battle in 
Paktia province. 
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ritories seized by the US trom Japan in 
World War II and later held under UN 
trusteeship, (Of the others, the North- 
ern Marianas elected to become a US 
territory and, last year, the Marshall Is- 
lands and Micronesia gained indepen- 
dence in “free association” with the US 
on military matters. ) 

Court judgments in Palau affirmed 
that a 75% “yes” vote was necessary in 
the referendum to approve the compact 
to override conflict with the constitu- 
tion. In successive votes since 1983, 
Palauans gave approval tc the compact 
by a consistently strong simple major- 
ity, but not by the three-quarters vote 
needed. 

For its part, the US has watered 
down the military stipulations laid down 
in the draft compact. Originally, these 
were more demanding than in the com- 
pacts with the other Micronesian ter- 
ritories, possibly because Palau was 
judged of more strategic importance as 
a fall-back from bases in the Philippines 
in its southwesterly positicn command- 
ing the eastern entrance to deep-water 
submarine passages through the In- 
donesian archipelago. 


j ve compact — and control of defence 
affairs — was to last 50 years in- 
stead of 15 years. The US was given ac- 
cess to nearly one-third of Palau land for 
jungle training, contingency rights to 
control two airfields and part of Koror 
port and, implicitly, nuclear-weapons 
storage and transit rights. The latest 


wW on has ste arms 
su to the guerillas and at least 800 
S oper ei ete bag ha Af- 
ghanistan since last ober. Washing- 
ton is said to be planning to raise its 
covert aid to the resistance from the 
current US$640 million to US$1 billion 
next year. While Moscow insists that 
only the winding down of the armed 
conflict can create the conditions for 
the PDPA, the resistance and the ex- 
king.to form a coalition , Wash- 
ington believes the So can be 
forced out only by 

Moreover, Moscow 





B 
version simply demands transit and 
overflight rights for nuclear-armed 
ships and aircraft. $ 

Given the US line with New Zea- 
land, this would seem to be — as Wash- 
ington has insisted it is— the final offer. 
Meanwhile, the US has been making 
clear the price of saying no by refusing 
to cover Palau's steadily growing budget 
deficit. 

Even so, in the latest referendum at 
the end of June, the “yes” vote was at 
67% — some five points below its high- 
est point in the third poll held in Feb- 
ruary 1986. In reaction, President 
Lazarus Salii, a strong “yes” man, acted 
to force the issue by suspending 900 of 
Palau's 1,300 public servants on 17 July, 
the next pay-day, until the new US fiscal 
year starts in October. This number is 
about 45% of Palau's paid workforce. 

Palau residents said the atmosphere 
of consternation and fear about the fu- 
ture — heightened by a fire at the house 
of a prominent "no" leader, lower 
house speaker Santos Olikong — 
calmed down after announcement of yet 
another attempt to resolve the question 
by referendum. 

This time, an attempt will be made to 
amend the constitution first, which re- 
quires only a simple majority vote as 
long as the majority is reached in 12 of 
the 16 "states," as former municipalities 
are called. This vote, on 4 August, does 
not ask Palauans to abandon their anti- 
nuclear constitution, just to change it to 
declare that no conflict would exist with 
the US compact. A second poll, to be 
held on 21 August, would decide on the 
compact, but this time by simple major- 
ity. 

"But a constitutional challenge to 
Salii’s plan is being mounted by Palau 
lawyer Roman Bedor, who is likely to 
gain financial and publicity backing from 
overseas anti-nuclear movements. D 
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The bases are loaded 


Debate begins over the future of US military facilities 


By James Clad in Manila 
Ne year, the Log Gers will have 
been independent for 42 years — as 
many years as the US ruled the country. 
And next year, President Corazon 
Aquino's administration must confront 
the most visible legacy of the country’s 
past colonial relationship with the US: 


the future of the largest US military 
T bases outside American territory. 


Although the US-Philippine military 


bases agreement covers several com- 


munications stations, it focuses on the 
naval shipyard and air station at Subic 
Bay and Clark Field air base. The origi- 
nal bases agreement, signed in 1947, 
stipulated an uninterrupted, rent-free 
99 years. Since then, it has been mod- 
ified to run for 25-year periods and be 
subject to a “complete and thorough 


| review" every five years. The present 
. agreement is due to expire in 1991. 


During the last review in 1983, the 
US promised the Philippines US$900 


| million over a five-year period ending in 





1988. This comprised US$125 million in 
direct military grant aid, US$300 mil- 
lion in militarv sales credits and US$475 
million in economic aid. The amounts 
were increased when the US Congress 
succumbed to pro-Aquino euphoria in 
1986. 

During former president Ferdinand 
Marcos’ 20-vear rule, many issues sur- 
rounding the bases agreement, such as 
the amount of "rental" (Washington 
prefers to call it "security assistance"), 
were decided in backroom pow-wows 
away from publie scrutiny. 

Next year, the two sides will begin 
working out a new agreement from 
scratch. And, in contrast to the Marcos 
years, the talks will occur in a vastly 
changed atmosphere. A new constitu- 
tion, ratified in February, requires that 
any new bases agreement be approved 
by two-thirds of the 24-seat Philippine 
senate. The senate can also put any new 
agreement to a national referendum. 

The t-Marcos era poses other 
challenges: the Philippine press is freer; 
more Filipinos have become politicised 
by nationalist rhetoric opposing foreign 
bases, and anxiety over nuclear 
we believed stored at the bases 
has increased im recent years. Most of 
all, a wide consensus now exists that the 
US is getting the bases too cheaply. 

The outline of the new agreement 
has become a little clearer recently. Key 
advisers in both governments believe 
the bases will stay, but that does not 
mean that there will be no bargaining. 
“Bruised feelings and maximum postur- 
ing will prevail.” said an official close to 
Philippine Ambassador to the US Em- 


manuel Pelaez, a key Aquino adviser on 
the bases. 

Past anti-bases rhetoric from many 
new senators might initially suggest a 
poor chance for the bases agreement's 
renewal. But, informal soundings from 
nearly half the senators point to a 
change from “nationalist” to “pragma- 
tic” views. Nevertheless, Sen. Wig- 
berto Tanada and some of his col- 
leagues will probably oppose an agree- 
ment in any circumstances, and sena- 
tors Rene Saguisag, Raul Manglapus, 
Agapito "Butz" Aquino and, perhaps 
Aquilino Pimentel, could join them. 

Although Sen. Victor Ziga said on 
16 July that his colleagues “are slowly 
shifting to the Tanada position," others 
think this is “posturing.” Senator 
Heherson Alvarez, who has taken a 





nationalist line on occasion, is one of the 
sceptics. He also has little patience with 
arguments suggesting a dramatically im- 
proved economy could embolden the 
senate to vote no. “Even if we grow by 


5% per annum,” he said on 23 July, “we 
will still need the money.” 


S John Osmena sits at the 
pragmatist extreme. He has a frank 
"let's-talk-business" attitude about the 
bases. "Look," he said, “we are offering 
Fifth Avenue real estate — if you [the 
Americans| don't want to pay, move to 
Brooklyn." 

On 14 July, Pelaez and Foreign Af- 
fairs Under-Secretary Emmanuel Yan 


gave 15 senators a closed-door briefigg 

on the bases. Taking an implicitly pro- 

bases approach, Pelaez made campari- 

sons of dockyard labour costs around 

the region, mentioned US willingness to, 
use the "Nato model" (a reference to 

the *no-nuclear weapons storage" pro- 

mise to the US' Atlantic allies), but ridi- 

culed US depictions of “external threats” 

which are used to justify the bases. 

After the briefing, senate president 
Jovito Salonga sought a consensus to 
make Sen. Leticia Shahani, a former 
foreign affairs under-secretary, spokes- 
man for the upper house on the bases 
issue. Despite a history of anti-US 
rhetoric, Salonga has helped keep the 
Aquino government *moderate" on this 
issue. Since becoming president 18 
months ago, Aquino has adhered in 
public to just one phrase when asked 
about the bases: to keep her options 
open until 1991. 

Besides government-to-government 
payments, the two major bases at Clark 
and Subic employ 40,000 Filipinos. 
When service and procurement con- 
tracts are added, the number of 
Filipinos depending on the bases runs a 
close second to the number on 
the government's own payroll. 
A private 1982 Rand Corp. 
study said nearly 4% of the 
Philippines’ GDP came directly 
from US spending on the bases. 
That figure almost certainly has 
increased. 

Washington is still fighting a 
battle over words. During a 
quick visit to Manila in mid- 
June, US Secretary of State 
George Shultz objected to use of 
the word “rental.” Philippine 
politicians delight in using the 
word, partly because it irritates 
Washington. But in one way, the 
“rental” fixation works to US 
advantage. By remaining gener- 
ally indifferent to arguments 
about the bases’ contribution to 
regional or global security, 
Filipinos have in effect pre- 
determined the result of the 
talks. 

Some officials within the 
Manila government accept there 
are hidden savings in retaining 
the bases, saving the Philippines the 
cost of paying for external defence. This 
frees resources for combatting the Mus- 
lim and communist insurgencies. De- 
fence Secretary Rafael Ueto takes this 
view. He said he could "happily live 
without the bases if someone will tell me 
where we will find the funds to add an 
external defence capability.” | 

In the coming renegotiation, the im- 
ponderables fit two categories. The first 
groups together issues which, irksome 
though they may be, probably will not 
prevent a new agreement. The second 
category groups a few "wild cards" 
which just might cast real doubt on the 
outcome. 





» In addition to the semantics debate 
over "aid" versus "rent," the words 
"operational control" are interpreted 
differently. Although Clark and Subic 
dave become nominally “Philippine 
military bases under Philippine com- 
manders,” Pelaez stresses that “how 
much of this is symbolism and how 
much is reality is still very much open to 
question.” 

At the level of strategic operations, 
Philippine operational control may not 
exist at all. Although most senior 
Armed Forces of the Philippines offic- 
ers have little quarrel with this arrange- 
ment, some younger officers — notably 
in the air force — sometimes express 
doubt about the bases’ usefulness for 
training. 

A tougher problem hinges on the te- 
nure Manila wants to give a new bases 
agreement, both in the overall term of a 
new agreement and the time period es- 
tablished for reviews. The current five- 
year review provision will probably be 
retained, but another 25-year term 
seems unrealistic in the present political 
context. 































A related issue turns on whether, for 
“nationalist” appearances, the sen- 
ate might demand some words in a new 
agreement declaring it to be the last re- 
newal. Some form of words quoting 
the new constitution's ban on nuclear 
weapons might be used for this purpose, 
sources said. Constitutionally, the gov- 
ernment is committed to a "nuclear 
weapons-free policy." But a caveat 
clause, "consistent with the national in- 
terest," means the clause will not pre- 
vent a new bases agreement, though 
some cynics say the clause could givé ren- 
tal-minded negotiators extra leverage. 

Other imponderable developments 
that could bedevil a new bases agree- 
ment are a switch in tactics by the com- 
munist insurgents; a new US adminis- 
tration after January 1989, and the re- 
gional power balance. 

Until now, the communist New Peo- 
ples Army has avoided the bases as 
targets for attack. However, if the 
facilities were to become more directly 
involved in intensified air-reconnais- 
sance or attack, the picture could 
change. It would be difficult to seal off 
entirely the long bases' perimeters. The 
political effect of such a change in insur- 
gent tactics could prove unsettling. 

Another question-mark hangs over 
the character of the next US Govern- 
ment. One forecast suggests that — if 
coupled to superpower arms-control 
agreements allowing for a mutual re- 
duction of forces — a new isolationism 
fuelled by disillusionment with US- 
Northeast Asian relationships could fe- 
sult in less resolve in Washington to re- 
main at Subic and Clark. Continuing US 
balance-of-payments and budget de- 
ficits could intensify this mood. 

Most countries in the region want the 
bases to stay. oO 
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Woe Johnny, woe ; 1 


Aquino moves against former defence minister Enrile 


B: accident or design, President 
Aquino's government is taking 
steps to keep Juan “Johnny” Ponce En- 


rile from regaining political prominence 


and to bring into question the legitimacy 
of his business affairs. The isolation of 
Enrile, a powerful politician during 
former president Ferdinand Marcos' 20- 
year rule, could prove short-sighted. 

zd precipitating the military revolt 
that brought down Marcos in February 
1986, Enrile helped Aquino become 
president. However, despite acting as 
midwife to the new government, Enrile, 
then Marcos' defence minister, soon 
ran into problems. Even though he con- 
tinued as defence minister under 
Aquino, he began to criticise the new 
president, who has never lost her dis- 
trust for his involvement with Marcos. 

By the end of his eight-month stint 
under Aquino, Enrile had become open- 
ly vitriolic. Sacked last November after 
anti-Aquino manoeuvring, he plunged 
into traditional electoral politics — work- 
ing first to block ratification of a new, 
Aquino-endorsed constitution and then 


joining other opposition candidates, 


grouped under the 
Grand Alliance for De- 
mocracy (GAD) label, 
to seek election to a new, 
24-seat senate in the 11 


May poll. 
The government's 


Commission on Elec- 
tions (Comelec) has pro- 
claimed as elected 22 La- 
kas ng Bayan (Aquino's 
coalition) candidates but 
only one GAD candi- 
date, film star Joseph Es- 
trada. Although by 28 
July Enrile provisionally 
held the 24th place, | 
Comelec still held back - 
from  proclaiming him 
elected — 11 weeks after 
the May poll. The senate 
comprises the 24 highest polling candi- 
dates elected by nationwide franchise. 
Enrile's supporters smell a conspi- 
racy. They wonder why, after denying a 
recount for Aquino candidate Augusto 
Sanchez, who was placed 25th in the 
election, Comelec reversed itself on 24 
July and ordered a recount of ballots 
from approximately 6,00€. voting pre- 
cincts — about 5% of the country's 
total. Enrile's place in the senate tally 
has steadily slipped, suspiciously, his 
gg pi say, since the ! poll. 
is supporters also see foul-play in 
Comelec's postponing the congres- 
sional elections until the end of May in a 
few southern provinces. An Enrile busi- 
ness associate called this “a transparent 
strategem, padding the count for Rasul." 
Aquino-endorsed candidate Santanina 





Rasul wrenched 23rd place from Enrile 
on the strength of these special votes. 

While Enrile's supporters say Com- 
elec is planning to deprive him of a sen- 
ate seat, another government commis- 
sion is looking into Enrile's business af- 
fairs. Charged with recovering “ill-got- 
ten" assets belonging to Marcos' busi- 
ness associates, the Presidential Com- 
mission for Good Government (PCGG) 
had said it had no intention to file im- 
P charges against Enrile. 

ut in late July, the PCGG reversed 
itself and a suit focusing on Enrile's 
chairmanship of Philcomsat, a satellite- 
communications monopoly set up dur- 
ing Marcos' time, was filed. Enrile is 
thought to own between 7% and 10% of 
Philcomsat. 

In addition, PCGG lawyers are plan- 
ning to file at least four more lawsuits. 
These will centre on Enrile's business M. 
dealings in the United Coconut Planters | - 
Bank with Eduardo “Danding” 
Cojuangco, a close Marcos associate | —— 
and Aquino's out-of-favourfirst cousin. | 
Co-defendants in other telecommunica- | — 
tions suits will include Roberto Be- |. 
nedicto, Manuel Nieto 
and Potenciano llusorio | 
— all of whom are outof | 
the country. Enrile's l 
stake in several timber- Y 
products companies will 
form the basis of other 
PCGG actions. 

The PCGG is under 
pressure of a constitu- E 
tional deadline to file = 
lawsuits before 2 Au- i 
gust: Nonetheless, the 
commission's moves a 
against Enrile have stun- 
ned many oppositionists 
— who thought a stand- 
off last year between En- 
rile and PCGG chairman 
(and now senate presi- 
dent) Jovito Salonga 
over Philcomsat had resulted in a deal, 
leaving Enrile outside the PCGG’s swath. 

Enrile has kept silent over his latest 
reverses, which also include pressures 
in his once-secure Cagayan Valley 
bailiwick. There he has come under in- 
creasing attack from a rival family, the | 
Dupayds, who have moved against En- | — 
rile's allies in the Philippine military I 
stationed there. Even Enrile's residual, E 
albeit informal, ties within the military | 
have also come under strain. 

Officers known for being close to the 
Reform the Armed Forces Movement à 
or to other Enrile-linked groups have D 
been moved sideways in recent promo- “94 
tions. the latest casualty is a marine gen- i 
eral who opposed certain high-level 
promotions within the navy. 

— James Clad 
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Hands across the strait 


Lifting of travel ban may open more contact with China 


By Cari Goldstein in Taipei 


goes move to lift the ban on direct 
travel to Hongkong for its nationals 
signalled a government decision to stop 
trying to prevent people from going to 
China, whether for family visits, 
tourism, or business. 

The policy shift on travel is the most 
dramatic part of a wide-ranging re-think 
of Taipei's hardline policy on contacts 
with China. Another change expected 
to be announced soon is to allow local 
publishers to re-print non-political liter- 
ature and academic material from the 
Chinese mainland. And on 25 July, the 
government ended the requirement that 
traditional Chinese medicine shops and 
factories buy mainland herbal 
medicines through an official importing 
agency. Under the new rules, they may 
import directly from Hongkong 
wholesalers. 

The normalisation of activities al- 
ready conducted clandestinely is the 
hallmark of the new, more realistic at- 
titude in Taipei these days. In the case 
of the travel ban, officjal statistics show 
that some 220,000 people visited Hong- 
kong last year, mostly by including 
other countries on their itineraries, as 
permitted under the old rules. No reli- 
able statistics are available for the 
number of people from Taiwan who vis- 
ited China, but most estimates start at 
about 10,000 people a year. 

Premier Yu Kuo-hwa, in his 16 July 
announcement, had said ending the 
travel ban — imposed in 1979 — was 
possible because of the end of foreign 
exchange controls the previous day. 
Preventing a capital flight was the osten- 
sible reason for imposing the ban. 

In lifting the ban, Yu warned his 
countrymen to be careful in Hongkong 
because of its "complicated environ- 
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ment.” One Kuomintang (KMT) mem- 
ber of the Legislative Yuan said: 
“This is as clear a statement as this gov- 
ernment would ever make that you may 
go to China by way of Hongkong if you 
choose, but it is at your own risk.” 

The new attitude is in sharp contrast 
to a few years ago, when those found to 
have travelled secretly to China would 
be grilled by security agents and possi- 
bly prosecuted under martial law for il- 
legal contacts with the Chinese com- 
munists. 

“Lifting the ban represents a big 
change in the government's attitude on 
this question," said Jaw Shau-kong, à 
KMT legislator who had been one of 
many urging the authorities to take this 
step. "It shows more confidence than 
before, and a realisation that we don't 
have to be afraid of the communists any 
more," he said. 


G overnment and party spokesmen in- 
sist there has been no change to the 
official "Three Nos" policy — no negotia- 
tions, no contacts, and no compromise 
with Peking. But it seemed clear there 
had been at least a redefinition of the 
policy, in which previously banned con- 
tacts would now be openly or tacitly per- 
mitted. 

Interior Minister Wu Poh-hsiung 
told KMT legislators that the govern- 
ment would no longer restrict those who 
are found to have visited China from 
leaving Taiwan again. Under the newly 
enacted National Security Law, those 
violating the ban on travelling to “oc- 
cupied territory" may be denied the 
right to leave Taiwan again for two 
years, a reduction from three years 
under the previous law. 

The more relaxed atmosphere in 


Taiwan reflected the growing self-confi- 
dence that had led the government to 
end 38 years of martial law on 15 July 
(REVIEW, 30 July). Just as important 
is the increasing pressure from young. 
er KMT legislators, academics, op- 

sitionists and businessmen to allow 
amily visits and other non-political con- 
tacts with the mainland. 

Pressure also has come from discon- 
tented mainlander ex-servicemen, who 
have staged a series of demonstrations 
to press their demands for better finan- 
cial benefits. The old soldiers' demands 
have focused on cash compensation for 
land certificates issued by the military 
upon each soldier's retirement, which 
were supposed to entitle them to land 
grants in China if and when the KMT re- 
covered the mainland. 

But the underlying issue was the iso- 
lation and poverty suffered by these 
aging mainlanders in a newly affluent 
society. Their complaints came as a re- 
minder of the split families and other 
personal tragedies that were one result 
of the KMT's defeat by the communists. 

"Most of us are all alone here in 
Taiwan," said Liu Jen-hang, a leader of 
the veterans’ protest group, the Main- 
land Veterans Self-help Society. 

Chiang Kai-shek brought about 2 
million people to Taiwan, including 
some 600,000 soldiers. Generally, only 
high-ranking officers managed to bring 
their families. Most ordinary soldiers 
had not reached marriageable age. 

In the 1950s, the government de- 
mobilised a lot of these men. At that 
time, many people still believed the 
KMT would soon retake China, so the 
land certificates the military handed out 
— together with three months' salary 
and a suit of clothes — helped reassure 
veterans they would be able to support 
themselves upon their return. 

The dream died, but slowly. Most 
veterans were able to get only the hard- 
est, least desirable jobs in a society 
where they had no relations or contacts. 
In recent years their desperation has 
grown, partly because of old age, but 
also because of resentment over the vast- 
ly improved pensions given those who 
retired from military service after 1962. 

The problem has aroused sympathy 
from many people in and out of the gov- 
ernment, including President Chiang 
Ching-kuo, according to local press re- 
ports. The difficulty is that giving vete- 
rans cash for the land certificates is view- 
ed by some KMT old-guard as tan- 
tamount to giving up the claim to all of 
China. 

The stalemate has led to an angry 
mpeg to force more money out of 
the Vocational Assistance Commission 
for Retired Servicemen, an agency 
which has drawn their ire forits bureaucra- 
tic attitude and insensitivity to their 

light. The campaign's high point so 
ar came on 7 July, when more than 
1,000 angry old soldiers marched on KMT 
headquarters in central Taipei. o 
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Should you need an expert 
opinion on a very special 
vintage Bugatti, one of 

the best authorities on the 
subject is Malcolm Barber, 
Sotheby's international expert 
on collectors motor cars. 
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When you need counselling 
on international money 
matters, UBS investment 
advisers are the experts 


tee) Union Bank 
3 of Switzerland 
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‘ For 007 only the best is good enough. And that's certainly true 
when it comes to advanced technology and innovative products. 
Thats why James Bond chooses Philips in his new film "The Living 
Daylights”. 

For this film, as well as Bond's previous big success, Philips 
supplied advanced electronic products. Products that help James Bond 
to make the impossible possible in numerous action-packed 
situations. And keep him a vital step ahead ofall his enemies. 

As well as innovative technology, the virtually unmatched 
range of our products is a strong plus-point for James Bond. Over one 
hundred different Philips products are used throughout the movie. 
starting with the latest in home audio and video, and extending to 
business and telecommunication systems, test and measuring 
equipment, and the high-impact big-screen Vidiwall TV display. All 
based on state-ofthe-art technology. 


ames Bond and Philip 


James Bond [TIMOTHY DALTON) and Felix Leiter JOHN TERRY] in a scene with Philips videowece ing equipment installed on a yacht 





E 





ri 


In other words Philips plays an important role in all ofJames # 
Bond's action. A role that made this exciting production possible. : 
Provingthatwhenitcomestoadvanced producttechnology, wecan 
easily meet even the toughest demands. 

After all, if James Bond chooses Philips as his partner in 
perfection, it's no surprise that millions of consumers all over the 
world also prefer Philips products. 

Philips. The sure sign of innovation. 
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THE FREEDOM OF THE PHILIPPINES. 


You may find it sitting by the clear blue You may find it along the misty trails of 
waters of a tropical lagoon. mountain rain-forest. Or the cobblestone 
Or walking barefoot through the powder- streets of an old Spanish town. 
white sands of a palm-fringed beach. In a child's smile, a troubador's song, 








eepney filled with laughter. This very special 
reedom of the Philippines is all you dreamed a 


racation would be. 
Can you hear it calling? 
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THERE ARE TWO WAYS of 
enjoying the coming Winter 


Olympic Games in Calgary, Canada. 


The hard way is to enter as a 
competitor, and for that all you 
need to be is one of the world's 
top athletes. 

The easy way is to use VISA. 

Because VISA is the only 
worldwide card that will be 
accepted at the 1988 Olympic 
Games — as you might expect 
from the world's most widely 
accepted name. 


Well give you 
amuch easier 


way to enjoy 
the Winter 


Olympics. 








VISA 
PEERS DES 


QRO 








So whether you're buying a 
down parka, tickets to the Men's 
Downhill, a dinner of grilled Coho 
salmon, or anything else at the 
Olympics, VISA will make life that 
much easier for you. 

It will also allow you to buy 
tickets in advance so you dont 
get left out in the cold. 

So take your VISA Card and 
VISA Travellers Cheques to the 
Fifteenth Winter Olympics. 

You'll be guaranteed a very 
warm welcome. 


Its everywhere you want to be. 















| than 15, 
only 50. 


VID Stabler’s job is to sell Milton 
to the Japanese. 

tells them that his city, just off 
M1 motorway 80 km northeast of 
ondon, is roughly the same in area 


- | as that part of Tokyo within the Yama- 
| note-sen, the circular railway line that 
E FU around the centre of the metro- ! 


“But whereas Tokyo has one of the 


ah V dede in the world, more 
per km2, Milton Keynes has | 


y 50. It takes about 15 minutes to 
drive across Milton Keynes — it can 


| take that long just going one block in 
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downtown Tokyo. 
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“Milton Keynes is a good product t to 


j E promote," says Stabler, a bluff and jo- 


'orkshire man. “It’s a garden ci 








incentives — grants, bribes whatever 
you want to call them — to encourage 
new companies to locate in the city, 1 
tell them there are none . . . and then 
add ‘if you're going to buy a Rolls Royce 


you don't ask for a discount.’ The Ja- 


panese like that." 

So much so that already 20 com- 
panies have located in the city, the high- 
est concentration of Japanese com- 
panies in the country outside London. 
(The largest recipient of overseas direct 
investment by Japan has been the US 
with 3096 of the cumulative total. 
Europe received 13%, but within 
Europe, Britain has accounted for 2996 


of total investment, considerably more | 


than any other European country.) 
"We have a much higher profile 
now," says Stabler, who, as Japan man- 
ager for Milton Keynes Development 
Corp. (MKDC) makes three trips to 


Japan a year. “As a development corpo- 


ration, we have to row our own boat and 
compete against regional and national 


organisations that are still funded by the © 
government." Private-sector funding 
replaced government funding after | 
Margaret Thatcher was first elected 


prime minister in 1979. 


.. MKDC pays a consultancy fee. to a 
self-employed ‘go-between,’ 
old Yuko Igami, and he will be opening. 
an office in Tokyo for the corporation 
this year. Igami's brief is to act as liaison 
officer in Japan, to identify target com- 
panies and to act as ‘an interface.’ 


55-year- 


“If the company that Igami-san in- 
troduces to us says: “Why are you in- 
terested in us when we have no pians for 
manufacturing overseas?" says Stabler, 


“then I stress the existing low level of Ja- 
panese manufacturing in the UK — only | 
investment stake 
— and then I say ‘why not start with a- 


about 5% of the tot 


sales and service plant in Milton 
Keynes?” . , 





"signed on a network system so that it's - 
DRE ve easy to get around. It has a large, 
.| thriving business community and a 
reputation for innovation. When the Ja- 
panese ask about government financial _ 


tom build their own. 





. and throw i in thé access 





live within one and half hours of the 
city." 


€ SEVEN of the 20 Japanese companies 


in Milton Keynes manufacture and as- 
semble products, accounting for 60% 


of the total employees in all 20 com- | 
panies. 


The first company to set up was San- 


setsu (UK) Ltd in 1979, manufacturers 


density polyethelene sheet bub- 
bl e packaging. Akira Ha jakawa, the 
ging director of the 100% Japan- 
ese-owned company, decided against a 
joint venture (as 










and 20. 


«yz 


itish staff). 
says Stabler, “and speed. The 


^ tT* 


committee meets'. 


All the land available for indus- | 
trial or commercial development is | 
owned by MKDC and so there is no 
property speculation. They allow com- — 


panies to rent premises while they cus- 
dps Electric, 
manufacturers of electronic parts, sign- 
ed an agreement with MKDCi in Novem: 
ber 1984. 

They moved into temporary pre- 





mises in March 1985 and by the time . 
their purpose-built factory was ready - 


nine months later they had already re- 
cruited and trained 100 workers, so re- 


ducing their start-up costs and time. 


MKDC have no penalty clauses in their 


leases (like the client company having to 
find new tenants) and they take back the : 
lease gladly. Alps Electric is now the 
largest of the Japanese companies, em- | 


ploying 450. 


e THE Japanese in Milton Keynes are . 
"like the Japanese in Tokyc; they prefer 
dealing with fellow Japanese whenever | 
are employing | | 
Takenaka Construction to build their. 
new factory (the site was changed from 


possible. Sansetsu 


a north facing to a south facing one as 


there remains an abiding suspicion 
among Japanese that north facing is 


unlucky) and the same was true for 
the Gyosei International School with 


Mitsui Construction as the main con- | 


tractors. 
The co-educational boarding. school 
for 10-18 year olds is designed for the 


“corporate kids of Japanese nationals liv- 
ing and working abroad. MKDC be- 
lieved the attraction of its city would be | 
enhanced if a Japanese school was to be | 
located there. They approached Tohru 
Moriya, quce kona of pure 





to markets statistic: 20 million people 


home. MKDC 


| million (US$25.7 1 n 
| ae Japanese companies. 

rave ail companies | p a 

| since) as the ‘greenfield’ option allowed 

him to set his own rules and methods 

(including a bonus twice a year and 

: company outings for his three J TADADSSE s 


. courts are available for Milton 


bility is the key in “Milton | 
Keynes," 
Japanese take a long time receiving in- - 
formation but when they eventually. 
take the decision we can move very fast. 
We sit down with them and work out. 
what's best. There's none of: ‘I’m sorry, © 
it’s six months before the next planning | 


sic MacDonald Best Wester 
| ings are within site of the t 
| Western hemisphere), presided 
the Rev Teresawa of the J apan. Bui 
Sang | | 
| @ ONE of those involved in the ‘ 
project commented: “It's like assem 
ing a team to play an-exhibition s 


before kick off. Half t e team: don 


| pacity crow 
days-before the term started; Mar 


brary. Already staff are desvi 


school shop 


they return from the city. centre) 







“great. contribution”. 


' réady in the city, Mi 
advertised. A "an 


funded by a £60, 000 
“Sasakawa Foundatk 


cessful Is licant is expecte 
young bi- 

ory and voluntary support servi 
| relevant key persons in these loca 


to-date advice to be given to the. 


| the Gyosei International : 


"tween is all important: 






tions and cultura affa 
lines in November 198 
them to Gyosei, a Cai 
foundation i in alate 










































































for their J ne : si 


(a formula 
sites within the 
land cost) and thi 


ying field is leased by 
a peppercorn rent with t 
the all-weather track 





residents when not being, used d by 

school. | | 
Somewhat unkindly dub jec 

Airport Architectural Style, 


Peace Pagoda (the first to be b 





" ‘h a. x 








game. All players arrive five minut 
know what the other half are sayin 
There is no captain. There are no shirt: 
As they troo i ba to play in front ofaca- 
they are thrown an o 
shaped ball." The teachers d. he k ds 
kids 





day before. There are not 


dents have run away, taking taxii 
Heathrow. No sweets are onsale ii 
yand none are allowed on tl 
premises (they are strip searched whe 
of course, it will undoubtedly beco 


:ducation, and will "su 
notaffordnotto. — ^. 
With süch a Jucanese 


pointment is for 30 m 
ingual graduate, and 
she's Tob objectives include “to 
amass detailed knowledge of the 
ganisations, to enable authoritati 


ese businesses, family communi 


Ás with all things bet 
volving Japanese, the rol 





UM in Milton Keyn 
















y Emily Lau in Hongkong 

en years before Hongkong reverts to 
Chinese sovereignty in 1997, the 
ese Communist Party (CCP) is 
pping up its activities in the British 
olony and seeking to establish itself as 
e dominant political force. The com- 




































aign to block direct elections next year 
he lawmaking body, the Legislative 
uncil (Legco), an ‘have begun to 
iobilise their supporters, identify can- 
idates and isolate political opponents 
in preparation for local district board 
ections in March 1988. 
nformation on the local CCP is so 
ly classified that some senior gov- 
iment officials are not aware of the 
ies and. influence of the Hong- 
| ,.Macau Work Committee 
| WC). the name under which it ope- 
rates locally. The party is understood to 
be headquartered within the branch of- 





Xinhua, whose director has always been 
both. Peking's representative and the 
head of the CCP in the territory. 

.. "The local CCP's work has tradition- 
_ ally included responsibility for party dis- 
. cipline, united front activity, recruit- 
ment, party organisation. Counter-in- 
telligence, military intelligence are 
directly under the control of Peking. 
Now Peking’s concern over the de- 
bate on democracy and possible instab- 


desire to make sure an apparatus for 
control is in place for any eventuality. 

- But the pattern of the CCP's recent 
activities has raised doubts as to whe- 


lunists have been mounting a cam- - 


fice of the official Chinese newsagency 


ility in Hongkong has heightened its- 


mmunists step up local political activity - 





ther China will adhere to the terms of 
the 1984 Sino-British joint declaration, 

which stipulates that Hongkong can re- 
tain its capitalist system and lifestyle 
for 50 years after 1997. It also calls into 
question China's promise of “one coun- 


| try, two systems” for solving the Hong- 


kong and Taiwan problem. 

The joint declaration contains no 
mention of the CCP. A Hongkong Gov- 
ernment official told the REVIEW that it 
was because Britain did not foresee a 
greater role for the CCP than its tradi- 
tional one. But this view was con- 


tradicted by Xu Jiatun, Xinhua's cur- 


rent director in Hongkong. Xu told 


Hongkong journalists in June the future | 


role of the CCP in Sees would be 


: at one ae his ofi the-record, unattributa- 


<u rade the cematk 





ble briefings, according to' reporters 
who were present. 

When asked to reveal more aboue 
the powerful yet mysterious CCP, Xu 
declined, saying it was still an under- 
ground organisation so it was “inconve- 
nient" for him to divulge any more. 


| However the candid reference to the 


role of the CCP was seen as part of a 

strategy to prepare the Hongkong peo- 
le for the inevitable — a legitimate role 
or the CCP. 

The deputy director of the Hong- 
kong and Macau Affairs Office under 
the Chinese State Council, Li Hou, said 
in June 1986 that the CCP had always 
existed in Hongkong alongside the 


| Kuomintang (KMT), but that it did not 


operate openly as a political party. Li 


said the CCP would neither play a 


leadership role nor operate openly as a 
political party after 1997 unless party 


| politics emerged. Li, who is secretary- 


genera! of the Basic Law Drafting Com- 
mittee (BLDC), said the role of the 
CCP need not be written into the Basic 
Law, a mini constitution for Hongkong 
after 1997. However, this begs the ques- 
tion of whether the CCP will be above 
the law when it is eventually put in 
place. 


nder British rule, neither the CCP 

nor the KMT is officially proscribed. 
Government officials are reluctant to 
spell out exactly what their status is 
other than admitting that they are both 
tolerated as long as they do not operate 
openly. 

A step in the public emergence of the 
Hongkong CCP was taken in June, 
when the neighbouring Guangdong 
CCP elected 71 representatives to the 
upcoming national party congress, in- 
cluding four from Hongkong and one 





Two of its leading lights, Hau Shui-pui and Ng Siu- 


Grasping the grassroots 


*"["he Chinese Communist Party began publicly 
. building up its community network and influ- 
act > in. 1985 when the Hongkong branch of the 
official Xinhua newsagency — Peking's de facto 
iplomatic presence in the colony — opened 
three district offices on Hongkong island, Kow- 
on and the New Territories. The Kowloon of- 
s responsible for a key area targeted for ex- 
n of communist influence: Kwun Tong, an 


mm are elected Kwun Tong District Board members. 
Hau works for the Chinese state-controlled 
China Merchants Steam Navigation Co. Ng, a re- 
tired taxi operator, is described | by fellow mem- 
bers as a prime mover and organiser. Ng and Hau 
have arranged numerous meetings between dis- 
trict board members and Xinhua officials. Both 
have refused to be interviewed. Some district 
board members say the aim of the KTFPA is to 
control the nomination of both the district board 
chairman and the board-elected representative 


























dustrial and residential area with a population toLegco. 
0,000. In the past months, Ng has masterminded the 
e dew months, the Kwun Tong *meet-the-residents" p mme for Poon Chi- 
( .ssociation (KTFPA) fai, a government-appointed district board mem- 
vith resident organisations and of- | ber, who became the board's Legco member in 1985. An al- 


liance has been formed to help Poon run what is 
described by some board members as a “pre-election cam- 
paign," though Poon himself has not yet announced his offi- 
cial intention to stand again. The alliance consists of Ng, 
Hau, and other board members and influential people in the 
district. Poon insists he is neither pro-Left nor pro-Right and 
denies hei is boing BERES by anyone. 


"B ted i ndividuals to stand for district 





anis on formed after the mph Lg ea riots of 
. 1967. Since then it has been steadily building up contacts 
a area and now boasts rat men more than 5,000 mem- 





. | sation under 71-year-old Xu, who ar- 


| scribed Xu, a former party secretary 


ax] “bers Selina Chow, Rita Fan, Stephen Cheong 
T appointed members, their appearances have 


E ment's blessing. 


* ua > opportunity to get their names known among 










Tane had d been evealed. All the 
Hongkong representai ives were from 
Xinhua; Xu, vice-director Zheng Hua, 
deputy secretary-general Mao Junnian 
and assistant to the director Chen Feng- 
ying. The Macau representative is the 
assistant general manager of the official 
Nam Kwong Co., Ou Zhongwen. 

Apart from Xu, the Hongkong rep- 
resentatives are local people. A Legco 
member suggested the three locals were 
chosen to show Xinhua’s commitment 
to localisation and to cover up the fac- 
tional fighting in Xinhua that has always | 
existed between mainland and local 
cadres. 

E In the past four years, | Xinhua: has 
E undergone restructuring and reorgani- 








tion department. 

























| tama 


| rived in Hongkong in June 1983. A 
.Hongkong Government official de- 


from Jiangsu, as a "good party or- 
ganiser" who had revamped the party 
organ and got rid of some senior “East 
River Column" old timers — cadres 
who fought as guerillas against. Japan- | 
ese in Hongkong in the 1940s. The offi- | 
cial said Xu had made the party more | 
"efficient, modern and liberal." : 

But Xu, as well as antagonising some | 
old-guard. elements, also had problems | 
recruiting good local people and so had 
to bring in mainland cadres, and some - 
local recruits are said to feel they will | 
never be trusted by the mainland com- — 
munists. 

In the past few years, Xinhua and 
other leftwing organisations have hired 
local university graduates. But some | 
have become frustrated with the party - 
bureaucracy and complain that theyare - 
not being given positions of responsibil- | 
ity. 


trips to China. 


Lam. 


However, Mao has emerged a as a ris- 


Even key figures from M Legio dich 
as Maria Tam and Allen Lee and Legco mem- 


| and Chan Ying-lun have appeared in forums or- 
| ganised by the alliance. Since most of these are 


aroused suspicion among some board members 
that the councillors are acting with the govern- 
any Exco and Leo appointees lack grass- 


f roots support and the forums give them an 


MHongkong's teeming working-class areas, which would 


prove helpful in the event of eventual territory-wide elec- 


tions. 
| However, some district board members say the events in 
| Kwun Tong are a reflection of what is happening elsewhere, 


Bs where pro-Peking people have joined forces with pro-estab- 


lishment councillors to maintain the status quo. 
Organisations similar to the KTFPA have been busy in 

other major rural and industrial/residential districts. In Tuen 

Mun there is the New Territories West Friendship Promo- 


| tion Association. In NUM Tai ara the East Kowloon a Poder- * 





yold graduate of the Hongkong Univer: 

sity, taught at the Methodist College for 
many years before joining Xinhua in 
1985 as head of the culture and educa- 


Besides being a key official at 
Xinhua, Mao also occupies pivotal 
positions on the BLDC and the Basic 
Law Consultative Committee (BLCC), 
two groups involved with the draft- 
ing of the Basic Law. However, in - 
the past year, Mao has beer severely criti- | 
cised by some Xinhua officials and. 
BLDC and BLCC memters for being } 
incompetent -and 
Chinese source described his. appoint- | 
ment to Xinhua as “a tragedy in the 


ineffectual. 


ver since the signing of the joint dec- | 

a laration, the CCP and other pro-Pe- | 
king organisations have mounted an all- 
embracing united front campaign to 
alter the Hongkong peop:e's hostile at- | 
titude to the communists. They began | 
by hosting endless rounds of lunches, 
dinners, receptions, cocktail parties and 


To a certain extent, the communists - 
have been successful in co-opting local 
businessmen, professionals, 
politicians and grassroots community | 
leaders, who are flattered by the com- 
munist embrace and at the same time af- 
raid to rebuff it. The chairman of the . 
Kwun Tong District Board, Lam Hang- 
fai, said many people tended to bend | 
with the wind. "Since the signing of 
| the joint declaration, leftwing peo- 
ple have become much more accept- 
able. There is no difference between - 
the Left and the Right anymore," said | 


A further stage of the united front : 
campaign has been the increased politi- | 
cal activity at district board level. Kwun | 
Tong, an industrial and residential dis- | 
| trict with 700,000 POS. has been | 





to get ready for next year's rural committee and district bo: 


 asanindication of patriotism, identification with the mo! 
















































Chinese influence. 
Critics of the united front say 
tactics tended to reduce supporter 
mere mouthpieces of Peking and 
already having a damaging effe 
freedom of expression and the ind 

dent and robust nature of Hongk 
ciety. Political commentators sai 
communists were intolerant of di 
ing views, and it was part of the 
| tegy to isolate opponents anc 
them irrelevant. To this end, they 
aided and abetted by the docile a 
.One | censoring local n news media, win 
























| stories. 
| One. source wis ek 
communist activities said th 
been scrupulous in not trying t« 
mine the Hongkong administra 
But since the party structure exists 
the question was what the commun 
. would do with it in future, he said.” 
| source also said that if the CC 
|" panded its role substantially, it would 
asking for trouble as local and i 
tional confidence would be hit ha 
it would invite accusations of Chin 
PEN Ee 





















fledgling | 





CCP. as a power bloc and. a pressure 
group. He said neither the British 
nor the Hongkong Government had 
an official position on the local CCP, 
but they both expected it to continue t 
| exist after 1997. However, formally, the 
British Government also insists that the 
| terms of the joint declaration be com- 
| plied with in full. 
. The official said since Hongkong, 
l under the joint declaration was to- 
| permitted to retain its capitalist system 
for a further 50 years after 1907, 
' should not be run by the CCP, thougl 
| would be acceptable for the CCP. 
emerge as one of a number of politi 






















































ation i4 also actively preparing rm 
elections. The Kowloon City. Distric 
also said to have many. Peking Syr 
cluding Exco and Legco member D: 
lawyer Ng Siu-pang and Wu Shi ing-sl 
.a member of the Guar ‘Chi 
Political Consultative. Conference. ; 
.. Pro-communist. mobilisation is als 
place on a bigger scale in the rural are: 
Territories Association of Societi T 
Taipo and headed by National People's C 
delegate Li Liansheng, has been actively cult 
age elders and sympathetic professi. 





elections. The mobilisation work is believed to be cooi 
nated by the Xinhua offices. : 

E prominent sign of the success of the united front is. 

anding list on the 1 October Chinese Natidnal Day c 
bration hosted by Xinhua. Many dignitaries, judges, 
nessmen, politicians and professionals were last ye 
opted on to the organising committee. This is tak: 





land anda sign of recognition by the Chinese authori s. 








arty in power. 
- Gathering information on 







y of the Special Branch of the Hong- 
2 Police. The tight grip on informa- 
about. the. HMWC's activities. and 
estriction to the top echelon of the 
ongkong Government tend to have a 
1oralising effect.on some senior offi- 
ials, who feel excluded. This also helps 
inforce the myth and mystique sur- 
unding the CCP. 















ways been a cover for the CCP 
id, among the growing number of 
nhina-based organisations, the news 
cy is undoubtedly the most au- 
ative source on Hongkong policy. 












f 10 departments, seen by some ob- 





*ormer US defence secretary Harold 
4 Brown once told me that 55% of the 
US defence budget was in preparation 
_for war in Europe, which was “the least 
likely eventuality we face." Indeed, 
nore than half of all US forces, whether 
in the US or Europe, are committed to 
ato. 
tH is not surprising, therefore, that 
the first step towards reducing arms (as 
pposed to reducing the increase in 
rms, as in previous pacts) has been 
nade in Europe. Washington’ s reasons 
or reviving the Soviet "zero option" 
osals of two years ago and making 
its own are obvious enough: presi- 
al and legislative elections are 








g but failures on its foreign-affairs 





ake Grenada seriously: 
In Moscow, the pretexts for accom- 
modating the need of the Republican 








ess are equally evident. Soviet leader 








lave decided. that, 70 years after the 
n, itis time for the world's 
Ower | to move its standard 
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the local | 
s. activities is mainly the responsi- 


co many Hongkong people, Xinhua. 


government arm of Xinhua consist- 





























foreign minister Qiao Guanhua, were 


a mutual 
| Europe, not an Atlantic - 
y more than a year away; and Pre- | 
dent Reagan's administration, has in. 
ix-and-a-half years failed to paint any- 


itcheon — unless the history books 


dministration in Washington for a-suc- 


khail Gorbachov seems genuinely to | 


im a leaf from rm s, 







Af airs Office under the State Council : 
The HMWC, which provides party 


| leadership to all leftwing organisations, 


is answerable to the CCP's central com- 


| mittee. Besides these two lines. of au- 


thority, various officials and party mem- 
bers also have their direct contacts in 
Peking. A Hongkong Government 
source likens the criss-cross pattern of 
relationships to a "spaghetti junction." 

In 1985, Xu retired from the main- 


land CCP's central committee to the 


central advisory: commission. To main- 
tain the direct link between Xinhua's 
Hongkong branch and the central com- 
mittee, two Xinhua officials, vice-direc- 
tor Zheng Hua and deputy secretary 
general Qiao Zonghuai, son. of former 


e East Asian element 


made in regions other than 
Europe? As in Europe, 
are conventional weapons 
enough? Could mutual and — 
balanced-force reductions 
be achieved in this area 
also? 

Fortunately, neither 
superpower has any al- 
liance, any mutual defence 
treaty, in Mediterranean: 
Asia. Turkey, it is true, be- 
longs to Nato, but has regu- - 
larly made it clear that this 
is part of a commitment to 
defence of 


bridgehead in the Muslim 
world. Although the US 
keeps an expensive Salome 


in some style in Tel Aviv, and the 


Soviets a nettlesome Jezebel in Damas- 
cus, neither superpower seems like- 


ly to commit its own land forces to 
the survival of any regime in that 
region. 


Elsewhere in a the Middle East, there 
is something with a higher priority than 


people — oil — and Islamic fundamen- 
^talism could prove as mindless as 
| Maoism in moving men to murder. But 


it is hard to argue with Henry Kissinger, 
who said some months ago that proba- 


| bly the only valid pretext for a US land. 
commitment: anywhere i in the Middle 





Russell "Warren Howe is a US- 
-based freelance journalist —. 
"ing in defonos. AN 
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into South Koi 





has always been the directo of 
Xinhua, members of the HMWC also | 
include: key Xinhua officials, as well as 
representatives of major China- based* 
commercial | organisations, trade 
unions, and. leftwing cultural, arts and 
sports bodies. 

These include long- -established c com- 
mercial organisations such as China Re- 
sources, which comes directly under the 
Ministry of Foreign. Economic. Rela- 
tions and Trade and is represented on 
the work committee by general man- 
ager. Zhang Jianhua; the Bank of 
China Hongkong Branch, represent- 
ed by chief executive Jiang Wengui; 
and China Merchants Steam Naviga- 
tion Co., directly under the Minis- 
try of Communication and represent- 





East would be a | Soviet invasion rof iat. 
which would alter geopolitics by putting 
Moscow on the Indian Ocean. In any 
event, the only nuclear powers in the 
vast region are the Soviet Union and Is- 
^ v rael. 
.. Could nuclear disarma- 
. ment extend to the rising 
. economic epicentre of the 
i world — East Asia? To 
^ begin with, Washington 
has real allies there — 
"Japan and South Korea, 
not forgetting the 
periphery, Thailand and 
. the Philippines. A bomb on 
|” Bangkok is theoretically 
= the same as a bomb on Bal- 
timore. There are Soviet 
missiles targeted on Japan 
1 which could presumably be 
dismantled or re-targeted 
. on Alaska, though it is dif- 
— ficult to imagine how this 
could be verified. The real 
issue is the Korean penin- 
sula, perhaps the world's most like- 
ly site from which: to launch Armaged- 


don. 


On the positive side, the fact that war 


did not break out in October 1983, 


after the Rangoon outrage — in which 
top South Korean officials accompany- 


‘ing President Chun Doo Hwan. were 


killed in a bomb explosion perpetrated 


_by North Korean agents and which gave 


Chun a perfectly valid casus belli — is 
reassuring; and all those close to events 
at the time seem agreed that by the time 
Chun returned to Kimpo airport in- 
Seoul to fii hen US ambassador 








Richard Walk "waiting to tell him that 


he was not allowed to go to war, he had 
already reached that sober conclusion 
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ed by vice-chairman Yuan Geng. 
" One alleged member of the local 
CCP is the head of the 170,000-strong 
Federation of Trade Unions (FTU), 
Yeung Kwong, who is a delegate to 
*China's National People's Congress. 
FTU President Cheng Yiu-tong denies 


that FTU is controlled by the CCP. 
Cheng also denies he is a CCP member. 


FTU vice-president Tam Yiu-chung is 
an indirectly elected Legco member 
representing labour organisations; ac- 
cording to reliable sources. 

Recently Cheng shocked the estab- 
lishment by demanding the creation of a 
seat for labour unions in the colony's 
Executive Council (the policymaking 
body), saying workers’ views had 
been neglected too long. Ironically, 
leftwing unions have allied them- 
selves with the conservative busi- 


that the Soviets and China could ship 
theirs across land borders into North 
Korea, the US keeps about 42,000 
troops south of the 38th parallel, includ- 
ing about 12,000 in the invasion cor- 
ridors north of Seoul. There are quick 
reaction alert (ORA ) squadrons of F16s 
near Daegu, far enough back from the 
frontier to save them being knocked out 
on the ground by a sudden attack, but 
close enough to the North to hit all 
targets as far as Vladivostok with the 
nuclear warheads of their missiles. 


ost people envisage war on the 

peninsula as a swarm of North Ko- 
rean tanks picking their way through the 
minefields of the demilitarised zone, 
and wonder why Washington has left 
Seoul so relatively underprovided with 
armour. In reality, two things would be 
likely to occur within a few minutes of 
such a conflict starting: tactical (short- 
range) conventional missiles in the 
Kaesong area of North Korea would de- 
vastate the compact, vertical city of 
Seoul into rubble; and the American 
ORA squadrons, put into the air partly 
to avoid losing them, would take out 
Pyongyang and military targets near the 
border, radiating the battlefield across 
much of the peninsula's neck as far as 
Wonsan. 

Seen from the Kremlin point of view, 
reluctance to abandon a nuclear coun- 
terforce in the area depends partly on 
the fact that, though Moscow and Pe- 
king are moderating influences on North 
Korea, Kim Il Sung is not a rational au- 
thoritarian like Chun or Syria's Presi- 
dent Hafez Assad or British Prime 
Minister Margaret Thatcher. If Kim 
should unleash himself, forcing the US 
to fight him, and forcing his two big 
neighbours to save him from his own 
folly, some sort of massive deterrent 
would need to have been conserved by 
Moscow. 

These arguments against nuclear dis- 
armament in East Asia are surmounta- 
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ness and professional “Group of 71” in 
the BLCC against direc: elections in 
1988 and to fight for a post-1997 admin- 
istration in which power will be concen- 
trated in the hands of the chief executive 
and his senior officials, who will be ap- 
pointed by Peking. 

One reliable source estimated there 
were about 6,000 CCP members in 
Hongkong and that many are Chinese 
officials working here. He said that local 
people were not “falling over them- 
selves" to join the party. However, 
many other observers believe the figure 
is far higher. Xu is reported to have said 
privately that he could raise 50,000 of 
his “own men” if needed. It is under- 
stood the CCP has not loosened its re- 
strictions on party membership in an ef- 
fort to recruit more members, 

Some communists operate in cells 


€ The Kremlin could — and 
indeed did, late last month — 
offer to give up its huge, purely 
regional nuclear superiority in 
East Asia by dismantling or 
withdrawing medium-range 
missiles in the area. ? 





ble, in the context of economic develop- 
ment — including the economic deve- 
lopment of North Korea. However, 
what is more to the point is that Soviet 
Asia is the Soviet Union's front line. 
The tennis net for a Nato versus Warsaw 
Pact conflict is not the Atlantic, but the 
North Pole. Similarly, the tennis net for 
a nuclear conflict over Asia is not the 
Pacific but, again, the North Pole. If 
Soviet missiles improbably took out 
Se EE ee ee De s 
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which infiltrate all sectors of, the com- 
munity. One of their main functions is 
to liaise with the masses and to inform 
on them. Party members are ues 
aware of the identity of other members. 
Only group leaders know the members 
in their groups. Some are undercover 
members for life, and will never reveal 
their identity. 

The growing CCP influence is likel 
to be exercised, initially, through the of- 
fices of co-opted business leaders and 
professionals. But the party's influence 
is expected to expand into the political, 
social and economic arenas. This raises 
the question of how domestic politics in 
Hongkong can be insulated from the 
turbulent political struggles in Peking. 
That traditional insulation is recognised 
as one of the reasons for Hongkong's 
economic success. 


Tokyo, the response would come from 
North Dakota. 

In short, nuclear disarmament in 
that jungle of intercontinental launch- 
pads and associated air force facilities 
running north from Sakhalin is only 
conceivable in the context of nuclear 


disarmament in the part of the US 


closest to Hudson Bay — places like 
Grand Forks, North Dakota and Col- 
orado Springs, Colorado. 

Of course, such worldwide nuclear 
disarmament is not impossible. It never 
was — in the sense that one supposed 
that there existed a cure for war, some- 
where, just as somewhere there must be 
a cure for cancer. The spirit of Mathias 
Rust and Greenham Common and 
Mahatma Gandhi is very much alive. 
No one would have any difficulty win- 
ning a referendum on nuclear disarma- 
ment. But it will not happen tomor- 
row. 

To sum up, the Kremlin could — and 


indeed did, late last month — offer to — 


give up its huge, purely regional nuclear 
superiority in East Asia by dismantling 
or withdrawing medium-range missiles 
in the area, thus giving some reassur- 
ance to Japan and the US' other treaty 
allies in Asia — and, incidentally, to 
Alaska. Intercontinental weapons in 
the area, targeted at the US heartland, 
and other long-range missiles further 
west in Siberia — which could feasibly 


. still be used against Japan, but probably 


would not be so targeted — would have 
to remain until general superpower nu- 
clear disarmament was achieved. — - 
This would require similar disarma- 
ment in China, whose "deterrents" are 
aimed at the Soviet Union, and in Is- 
rael, and on verifiable prohibitions of 
nuclear armament elsewhere. Getting 
the genie completely back into the bot- 
tle 'may well prove impossible: no one 
could be expected to accept a system 
where the only nuclear powers were, 
say, Argentina, South Africa and 
Taiwan. o 
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SOUTH KOREA 


In search of new ideas 


Political changes leave students confused 


By John McBeth in Seoul 


em Korea's student leaders, who 
along with other dissident groups 
were largely responsible for the street 
pressure that brought a dramatic change 
in the country's political landscape, are 
still far from satisfied. But they also ap- 
pear confused over what to do next, and 
disturbingly naive in many of their views 
and in how they hope to achieve their 
cherished goal of reunification of the di- 
vided Korean peninsula. 

To call them leftist is hardly an accu- 
rate description, judging from the 
rhetoric of five representatives of 
Sodaehyop (the Association of Seoul 
Universities). The newly formed broad- 
based organisation, which claims to 
speak for most student activists from 
Seoul universities, has absorbed much 
of the philosophy — “too many were 

tting hurt” — of the now-disbanded 

amintu (Self Reliant Democratisa- 
tion Struggle Against the US and Fas- 
cism) radical group. 

During a briefing for selected corres- 
pondents, their first with foreign jour- 
nalists, they generally steered clear of 
leftist cliches, denied in fact they were 
communist-inspired — and then went 


PAKISTAN 


on to underline their vague ideology by 
giving an extremely woolly definition of 
the society in which they live. Unless 
what they say is deliberate camouflage, 
a great number of the students they 
represent are obviously little more than 
radical idealists. 

Diplomatic sources specialising in 
dissident affairs say their. experience 
with the students is little different. 
"What they are saying is always fuzzy 
and never clearly defined," one said. 
"They are not very deep-thinking peo- 
ple." The authorities, for their part, see 
little difference between forces for so- 
cial change and more extreme elements. 

Sodaehyop was formed two months 
ago in a new attempt to unify campus 
councils under one banner and to carry 
on the struggle for democratisation. Al- 
though most of its members are radical 
by conservative Korean standards, the 
association is distinct from both 
Chamintu and its rival radical group, 
Minmintu (National Democratic Strug- 
gle Committee Against Imperialism and 
Fascism), whose ultra-hardline leaders 
have been driven underground. 

Extreme elements of both groups are 


Khomeini’s cat's paw 


The Shias form a party and the Sunnis are upset 


By Husain Haqqani in Islamabad 


T» decision by a Shia activist group 
in early July to turn itself into a reli- 
gion-based political party is likely to ag- 
gravate sectarian conflict in Pakistan. 
The Shias are linked by tradition and re- 
ligion with the revolutionary line of 
Iran's Ayatollah Khomeini and have so 
far worked within the country’s 


mainstream political parties. Their deci- 
sion to operate politically from a sepa- 


rate platform increases pressure on 
Pakistan's fragmented political system 
which is already suffering due to divi- 
sions along ethnic, linguistic, and fac- 
tional lines. 

The organisation of a pro-Khomeini 
ressure group would also bring Middle 
ast rivalries — along with their poten- 

tial for violénce — to Pakistan. Iran's 
Arab rivals are financing extremists 
among the country's majority Sunnis to 
demand restrictions on Shia activities. 

An overwhelming majority of Pakis- 

tan’s population comprises orthodox 
Sunnis who consider the Shias religious 


deviationists. Historically, 
relations between the two 
communities in the Mus- 
lim world have been tense . 
since the Shias broke away 
from mainstream Islam 
over the crucial question 
of succession to the 
Prophet Muhammad soon 
after his death in AD 632. 
Sunni orthodoxy took root 
in the Arabian peninsula, 
from where it spread to the 
rest of the world, while 
Shiaism has remained 
primarily a Persian 
phenomenon. 

The Sunni-Shia conflict came to the 
Subcontinent when the second Moghul 
emperor, Humayun, recaptured the 
throne at Delhi with the help of a Per- 
sian army in the mid-l6th century. 
Theologians of the two schools joc- 
keyed for influence under Humayun’s 
successors and the ruler's affiliation to 
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said to have much stronger convictions. 
But specialists describe them as danger- 
ous ideologues not because they repre- 
sent any real threat, but because of what 
they consider are faults in their analysis 
and a lack of insight into the realities of 
modern-day South Korean society. 

Itisin this arena that the government 
has shown itself to be equally uncom- 
promising, despite the political conces- 
sions that have been forced on it by dis- 
sidents and a surprisingly large segment 
of the middle-class citizenry over the 
past few weeks. On 20 July, 12 activists 
were sentenced to prison terms ranging 
from 17 months to seven years on 
charges of trying to overthrow the gov- 
ernment and establish a revolutionary 
people's assembly to draft a new con- 
stitution. 


pposition politicians have made re- 
peated calls for the police Anti- 
Communist Bureau and the Agency for 
National Security Planning to call off 
their search for about dissidents, 
many of them students, who are still on 
wanted lists. But the National Council 
of Churches in Korea, which closely 
monitors events, claims those requests 
have not been heeded — pointing to at 
least 17 student arrests since ruling 
Democratic Justice Party chairman Roh 
Tae Woo's eight-point democratisation 
package on 29 June. 
The demand for a constituent assem- 
bly is the line of Minmintu, the more 
extremist of the student groups which 


either group resulted in the persecution 
of the other. As a result, the intolerance 
between the two communities is gener- 
ally stronger in South Asia than else- 
where in the Muslim world. 

Although followers often join to- 
ether in common rituals, religious 
eaders tend to emphasise the differ- 

ences and discourage 
inter-sect marriages Or 
common worship. Pakis- 
tan President Zia-ul Haq's 
gis of Islamisation and 
the Islamic revolution in 
Iran have increased the or- 
dinary Pakistani’s aware- 
ness of religious issues, in- 
cluding theological diver- 
sity, resulting in greater 
sectarian disharmony than 
before. 
The Shias are esti- 
mated to comprise only 5- 
10% of Pakistani Muslims, 
but they are concentrated 
in certain pockets, mainly 
in urban areas in Sindh and Punjab. 
Shias are prominent in the professions 
and the arts as a result of a generally 
higher level of education and urbanisa- 
tion, increasing the community’s influ- 
ence and visibility. Politically, promi- 
nent Shias played a significant role in 
Pakistan’s independence struggle and 
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romote vaguely leftist thought 


does 
and whose rhetoric is borrowed to some 
extent from North Korean propaganda. 


Comprised mainly of students from 
qe National (SNU) and Sang- 
yungkwan universities, Minmintu says 
the assembly's role in writing a new con- 
stitution would open the way for sweep- 
ing political and social reforms aimed at 
improving the lot of the lower classes. 
Chamintu on the other hand is dedi- 
cated to removing the last vestige of US 
influence in the conviction that only à 
direct struggle against imperialism can 
solve current contradictions in society. 
But while it earlier purported to support 
the opposition Reunification Demo- 
cratic Party and its campaign for di- 
rect presidential elec- 
tions, their Sodaehyop 
counterparts now appear 
to have abandoned that 
support in response to the 
recent political changes 
— a reflection of their in- 
herent distrust of all es- 
tablished politicians. 
Sodaehyop's leaders 
dismissed opposition 
leaders Kim Young Sam 
and Kim Dae Jung as 
"products of the existing 
structure." As one SNU 
representative put it: 
"They [the Kims] do not 
deserve it [the presi- 
dency]. They are not the 
people's fighters, so we 






Shia politicians have held high offices in 
secular icr parties. But in recent 
years, the increased assertion of or- 
thodox Islam in politics has upset the 
Shias and made them feel insecure. 

The community agitated during the 
1970s for separate syllabi for religious 
instruction in schools so that Sunni 
teachings are not forced upon Shia 
children. In 1980, the Tehrik-e Nifaz 
Fiqh Jafariya (TNFJ) — the movement 
for enforcement of Shia jurisprudence 
— launched a campaign against Zia’s Is- 
lamisation, claiming it amounted to im- 
posing one religious school of thought 
over others. 


Moon 1980 sit-in by militant 
Shias at the federal government 
secretariat in Islamabad forced the gov- 
ernment to accept the application of 
Shia laws for Shias, though communi- 
ty leaders say it has not been fully im- 
plemented. The TNFJ has now decided 
to expand the range of its activities and 
enter politics. The decision was an- 
nounced at a large Shia convention in 
Lahore on 6 July, the anniversary of the 
1980 sit-in. 

A political manifesto announced by 
TNFJ leader Arif Hussaini committed 
Pakistan's Shias to following the path of 
Khomeini's revolution to "free the 
country of imperialist domination." The 
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reject them. They're more concerned 
with policies. A lot of people have 
fought for democratisation, but most of 
them are unknown to the common peo- 
ple and cannot stand for president.” 
The - organisation, which says it 
stands for “democracy, unification and 
independence," blames all of the penin- 
sula's problems on the intervention of 
outside powers and maintains that the 
North Korean threat "has been abused 
by the US and the military dictator- 
ship." Asked for their definition of 
South Korean society, the students hesi- 
tated and then after some prompting re- 
plied: “Neo-colonialist.” What else was 
it? Semi-feudal, perhaps? “No. But it 
does have characteristics of feudalism.” 
The student leaders, 
from SNU, Korea, Yon- 
sei and Hanyang cam- 
puses, were unable to 
ive an opinion of North 
orean society, but said it 
could not be as bad as the 
Seoul regime claims it to 
be. Queried about their 
perceptions of the north- 
ern threat, one declared: 
“The North Koreans are 
the same as our own peo- 
ple and wouldn't hurt us." 
Added another: “If a one- 
party system is truly 


based on :he people's 
will, then there is nothing 
wrong with that." 

As with many Korean 


manifesto accused successive govern- 
ments of denying Shia rights because of 
the community's non-involvement in 
politics and vowed to redress this situa- 
tion by contesting future elections and 
joining political campaigas. The gov- 
ernment was condemned as "unlIslamic, 
unconstitutional and unrepresentative," 
and an interim national government was 
demanded to hold electicns under the 
1973 constitution which Zia amended 
before lifting martial law last year. 

The TNFJ programme includes radi- 
cal policies such as forfeiture of foreign 
investment, nationalisaticn of land not 
cultivated by its owners and the creation 
of a people's army through compulsory 
military service. In an obvious attack on 
Pakistan's close ties with conservative 
Arab states, the Shia group has also de- 
manded the withdrawal of Pakistani 
troops serving “dictatorial rule" over- 
seas. 

The government is worried bY the 
emergence of a militant Shia political 
organisation backed by Iran though no 
formal comment has so far been made. 
Officials of the ruling Pakistan Muslim 
League say they feel threatened by the 
TNFJ’s militancy though in electoral 


politics its existence might be of benefit 


to their party. Shias have generally been 
supporters of opposition leader Benazir 
Bhutto's Pakistan People’s Party. 





. 
people, unification is a particularly 
emotive subject which both govern- 
ments must pay lip service fo but which 
to outsiders seems all but impossible 
given the opposing Ds that sepa- 
rate the population. “Unification has to 
be the ultimate goal, beyond ideology, 
beyond religion, beyond everything," 
the journalists were told. “It should be 
based on a feeling of togetherness.” 

Admitting that they could not be 
sure who invaded who, the students said 
it did not matter which side started the 
Korean War. More important, they 
feel, is that the main cause of the con- 
flict was competition between outside 
power “The bad feelings were created 

y 


leaders seeking to maintain their | . 


hold on power," one ventured. “We be- 
lieve North Korea wants peaceful 
reunification and if US troops pull out 
we have the capability of sorting out 
these problems." 

In the more immediate |. future, 
Sodaehyop says it will continue to fight 
for democratic rights, stressing the im- 
portance of removing monopolistic 
capitalism and creating a leadership re- 
sponsive to the people's will. “We are 
not looking for any ideology and we are 
not for socialism or communism," they 
declared. “The government doesn't do 
anything about the oppressed people. 
We are lighting for them." For now, the 
street violence is over. But as the politi- 
cians seek to place the country on an ac- 
ceptable democratic path, the students 
watch and wait. 





Sunni extremists first threatened to 
disrupt the Lahore convention and later 
announced plans to organise their own 
pone MPO movement to counter 
the Shias. Although two Sunni religious 
papos are already in existence, neither 

as played up its sectarian character in 
recent years. These groups are now em- 
phasising the Sunni-Shia differences, 
with some of their leaders going so far as 
to demand legislation declaring Shias a 
non-Muslim minority. 

Sunni hardliners say Pakistan should 
declare itself a Sunni-Islamic state just 
as the Iranian constitution clearly states 
that Islam shall be interpreted accord- 
ing to Shia beliefs. Until now, Pakis- 
tan's constitution and Islamic laws have 
avoided specifying religious sub-divi- 
sions for purposes of interpretation. 

Apart from sectarian issues, the 
TNFJ’s political role also adds to Pakis- 
tan's internal security problems. The 
group could serve as the local network 
for Iran-backed terrorism and in any 
case would obstruct officials from acting 
against pro-Khomeini Iranians. After à 
recent attack on dissidenf Iranians by 
pro-Khomeini commandos in Karachi, 
Shia groups demanded the expulsion of 
anti-Khomeini exiles. The possibility of 
Shia agitation pre-empted any govern- 
ment action against the Iranian com- 
mandos. 
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Black and White memories 
of the Pacific War 


By Tom Lansner in Honiara 


aking a stroll around Honiara, a 

tropical paradise in every way, 
holds only one risk: you can stumble 
over the odd unexploded bomb or cut 
your feet on rusted shrapnel left behind 
among the orchids and guava trees 45 
years ago. 

This was one of the fiercest killing 
zones in the battle for Guadalcanal, 
which began on 7 August 1942, and 


. ended six months later leaving 2,000 


Americans and 10 times that number of 
Japanese dead. The gc stemmed 
Japan's expansion in the Pacific, and 
dealt the Imperial forces a blow from 
which they never recovered. 

The battle is well documented in 
American military histories, books, and 
films: Richard Tregaskis' book and then 
movie Guadalcanal Diary; John Wayne 
in Flying Leathernecks; the exploits of 
John F. Kennedy, sunk in his torpedo 
boat PT-109 and then rescued from a 
Solomons’ isle. 

The impact of the war on the island- 
ers around whom 40 months of battle 
swirled is less noted. Tens of thousands 
of them participated directly — wil- 
lingly or otherwise, and nearly all on the 
allied side — as soldiers, scouts, labour- 
ers, interpreters. and carriers for the 
contesting armies. Many more witness- 
ed the calamitous events, or were 
somehow touched by them. 

A recent (29 June-4 July) confer- 
ence in Honiara, sponsored by the East- 
West Center in Hawaii, brought to- 
gether a group of Islander veterans of 
the conflict and anthropologists and 
historians working to record their 
memories. There is little time left to do 
this, as fewer and fewer islanders who 
recall that period clearly are still alive. 

1942-45 was a time of “massive cross- 
cultural encounters," the conference or- 
ganisers, in their rather quaint lan- 
guage, put it, which *marked a turning 
point in the history of race relations and 
the development of island nations." 

American anthropologists Lamont 
Lindstrom and Geoffrey White have 
concentrated their work in Melanesia, 
Vanuatu, and especially the Solomons. 
They have collected songs and chants by 
which the islanders recorded their ex- 
periences, and gathered hundreds more 
personal oral histories. 

At the conference site in Honiara, 
Solomons’ veterans gathered to ‘tell 
their stories. Some were old and tooth- 
less. One man pulled his shirt up over 
his shoulder to display the puckered 
scar of a bullet wound he said he barely 


survived. All were eager to relate, with 
various degrees of clarity, their 
memories of the war. 

“We would tell the Americans where 
the Japanese were, then the Americans 
would tell us to leave and they would do 
the shooting,” 60-year-old Edgar Vaea, 
then a schoolboy, recalled. “Once the 
Americans tried to shoot us with a dive- 
bomber. They thought we were Japanese, 
but we were lucky and they missed.” 

Seeing Black Americans was an 
exciting event for many islanders. 
Vaea, however, was not entirely sur- 
prised to see them: “Before they came, 
the missionaries taught us songs about 





Scouts for US forces during World War I, (fr 


the Blacks,” he said, and with a grin show- 
ing all his betelnut-stained teeth, he broke 
into a reasonable rendition of Stephen 
Foster's 1851 classic Swanee River. 
"We liked the Black Americans, but 
sometimes we were afraid of them, be- 
cause they were bigger and taller than us 
from the Solomons," he continued. 
"They told us, ‘If you go to school, you 
can be like us, and do the jobs we do'." 
Not all the men gathered share simi- 
larly fond memories of America's Black 
soldiers and sailors, who then still 
served in racially segregated units. Solo- 
mon Hitu, now 66, helped spy on Ja- 
panese forces on New Georgia Island. 
"The Negroes were very bad," he said, 
perhaps reflecting unconsciously the 
contemporary attitudes of the Whites. 
"They came to the village and every 
time asked for girls, girls. The White sol- 
diers never did that kind of rubbish 
thing," Hitu said. But like many others 


resent. he remembered well the 
argesse of GI's, both Black and White: 
"The Americans gave us plenty of 
things from their rations and from their 
clothes. They asked us to come at night 
and sce movies at their camp." 

Hitu was one of many New Georgia 
islanders who helped Kennedy during 
the war — not John F., but Donald Ken- 
nedy, a British Colonial Officer who be- 
came one of the most successful 
"coastwatchers" of the war. Kennedy 
and other colonial officials stayed be- 
hind enemy lines to provide detailed re- 

rts on Japanese movements and 

arass their garrisons. They also main- 
tained a clandestine and precarious 
semblance of British imperial adminis- 
tration under the Japanese occupation. 

As the Japanese were driven from 
the Solomons, colonial authorities an- 
xious to reassert their rule expressed 
concern over the American troopers' 
egalitarian attitudes towards the island- 





w 


ason Alaikona, Edgar Vaea and Solomon Hitu. 





ers. Responding to the worries, the US 
commander on Guadalcanal issued a 
memorandum in March 1943, stating 
that "certain practices on the part of 
military personnel prejudicial to the full 
utilisation of native labour and the con- 
trol of natives by British authorities are 
becoming prevalent. These include 
overpayment for services or com- 
modities, employment of casual labour 
without adequate supervision or control 

. and permitting casual natives to 
wander through camps and military 
areas and encouraging this latter bad 
practice by feeding or making gifts to 
these casual natives.” 


he material relationship between 
European and islander was clearly 
altered, but there was also much in- 
teraction at other levels. Just as military 
chaplains called for heavenly interces- 
sion in “the good fight,” islanders relied 
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or their own “custom” in the troubled 
times. Spells were cast, spirits and an- 
cestors implored, and there are several 
accounts of American soldiers who 
ehought enough of that power to ask the 
islander to evoke it on their behalf. 
"Just before the Americans invaded 
Guadalcanal, an officer named Wallace 
asked a man from Ambrym [a northern 
island of Vanuatu], to give him some 
'custom'," James Gwero, who grew up 
there and has collected reminiscences of 
the war years, recounted. "He wanted 
to take some [custom] ashes to Guadal- 
canal. You wrapit in a cloth and carry it 


POETRY 





By lan Buruma in Seoul 


The students are the voice of our 
people's cries of misery. 
here would these cries be heard, if it 
weren't for our young students? 
In the name of vigilance, the students’ 


and no one càn see you. He gave ittothe | efforts are blocked. 
pilots who flew first and they were all in- In the name of duty, the students 
visible. They killed so many Japanese, | movement is crushed. 


Even so, their right has been proven, 
and the evil power will stand isolated. 

You might try to fool them with 
privileges — military dispensation or 
scholarships. 

But do you think the students, our 
os are that easily taken in? You 


but not one of them was killed.” 

The average soldier's, and average 
islander's, experience was much at var- 
iance with colonial stereotypes, and 
contemporary attitudes began to mix re- 
spect and gratitude with old racial pre- 
conceptions. Fuzzy-wuzzy Angels of 


Mercy, a song popular in Australia in | Tigers of Koryo University, 
1942, praises Papua New Guinea high- Eagles of Yonsei, 

landers who carried wounded allied sol- Kick out the bastards who 
diers to safety. sold our country! 


Students of all universities in 
Seoul, stand up together! 

If the demo ranks are joined 
by high school students, by ordi- 
nary citizens, what difference 
can teargas make, or even guns. 

Let the volcano erupt and 
light up the battle-fields of rev- 
olution! 

The bells of freedom are tol- 
ing. 

Let all the people rise! 

Let the wild flowers proudly 
bloom in this nation of. a great 
people! 


Honiara residents say Black 
Diamond, sung by country music star 
Hank Snow, is very loosely based on the 
exploits of the late, much-decorated 
Solomon Islander Sgt-Maj. Sir Jacob 
Vouza. The sentimental ballad de- 
scribes a wounded soldier's rescue dur- 
ing “a battle on an island of hell that lies 
in a tropical sea”: 

“When I opened my eyes, a heathen 
had me, he had carried me away to his 
lair. . . I soon got used to that hideous 
face which would have given the devil a 
soare. An angel of mercy with a bone 
through his nose, Black Diamond, with 
his woolly black hair.” 

If the heroism and sacrifices of the is- 
landers has not gone entirely unnoticed, 
it is still little compensated. The PNG 
Government is beginning to pay lum 
sums ranging from Kina 1,800 (US$2,000 
for a combat soldier to Kina 1,000 for a 
porter in lieu of war pensions. The Solo- 
mons' veterans at the conference are 
considering ways to pressure their gov- 
ernment to make similar payments. 

It may not be easy. The perspective 
of many islanders born since the war 
was shaped by later events and at- 
titudes, most importantly the anti-colo- 
nial drive. "The younger generation 
sees the war differently and push the 
view that the war was a form of exploita- 
tion,” says Geoffrey White. “Resent- 
ment of the colonial period boils up into 
any topic. " 

The history of the Pacific War will 
undoubtedly be subject to many revi- 
sions over time. But with the work being 
done now to collect islanders' recollec- 
tions of the period, no researcher can 
get away any more with ignoring the 
experiences of the people on whose 
home ground the terrible struggle was 
waged. Oo 


P date words, part of a long 
poem entitled Voice of the 
People, were published in 1974 
and distributed by activists of 
the Student Federation for 
Democracy. The anonymous 
author was Kim Chi Ha, re- 
garded by many people as one 
of the greatest Korean poets 


is my poetry,” he once said, 
and it was for his activism that he be- 
came a worldwide cause celebre. In 
1960 he was one of the leaders of the 
student -uprising against Syngman 
Rhee. In a poem written in 1970, enti- 
tled Five Thieves, he accused then Presi- 
dent Park Chung Hee and his support- 
ing bureaucrats and big businessmen of 
being traitors, pimps anc robbers. He 
was arrested for breaking the anti-com- 
munist law. Shortly after writing Voice 
of the People, he was arrested again and 
sentenced to death by a military tribunal 
for sponsoring the students movement 
and working to overthrow the govern- 
ment. 

Popular support for political prison- 
ers prompted Park to release Kim in 
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Wild flowers from 
the fields of revolt 


of the century. “My activism | Kim: ‘my activism is my poetry.’ 


mote from the political action in which | - 
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1975, but his political poems remain 
banned to this day. His more recent, 
less inflamatory writing is available, but 
a request for Kim's poems in Seoul 
bookshops is often met with embarrass- | - 
ed smiles, as if one had asked for some | 
outrageous pornography. | 

I had wanted to meet Kim for years, 
but attempts to track him down invari- 
ably ended in failure; he was very ill, I 
was told, or travelling in the coun- 
tryside, or holed up in a remote inn, too 
drunk to move, or sheltered in a sym- 
pathetic church — even his family 
seemed not to know where he was. In 
the week that Chun Doo Hwan, looking 
stern and exhausted behind his over- 
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sized desk, formally gave in to the de- 
mands for democracy, I finally met the 
poet. He lives with his family in a tradi- 
tional Korean house in a small town at 
the southern tip of Cholla province, re- 


once he took such a prominent part. His 
name is not so often heard these days, 
but much of the rhetoric you hear in the 
streets of Seoul today is an echo of 
Kim's poems of the 1970s. . 

He was as handsome as in the photo- 
graphs that I had seen, but painfully 
thir, after suffering of tuberculosis for 
years. Despite the lingering effects of his 
illness, Kim smoked incessantly. He 
was dressed simply in traditional white 
clothes. His wife wore a brown chogori, 


























raditional style of life, like figures in a. 
olk play. One might mistake Kim for a 
eactionary poseur, a bit like Evelyn — 
gh, posturing as the English coun- 
squire in his tweed suits. This kind of 
gis not uncommon in East Asia: art- 
ts who, in their younger days, dressed 
leather jackets and celebrated neon- 
nodernity in film, poetry or prose, 
make a U-turn in middle-age, en- 
-up as traditionalists, deeply suspi- 
us of all foreign Ways. 
m is not quite like that, however. 
ays was wary of foreign influ- 
nd of the official methods of 
sation. His traditionalism is 
rebellious politics. Indeed, 
n ndm (not to be 



































à Ways rase accused of pan- | 
reign powers, whether 
|. or the US, and mo- 
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SR he rulers in Seoul are seen as 
: rs threatening to crush the cul- 
tural, political and economic indepen- 
ence of the Korean people by their 
subservience to foreign interests. This, 
her than “communism,” is the mean- | 
of Kim's s political poems. His jargon 
nd ideas seem out of date now, but 
nong many Korean students they are 
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'he introduction to The National 
Security of Developing States prom- 
a reflective and insi ightful book, and 
work basically lives up to that expec- 


Muthiah Alagappa, a fellow at the 
of Strategic and International 
udies in. Malaysia, identifies the three 
threats. to Thailand's national 
ty as the Vietnamese presence in 
dia (a threat from the interna- 
| Flori t the Communist 
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1ey reflect the mentality of 
ho have always felt under sieg 


ionately returns to the same point over 
and over again: "We must be Korean. 


. Our language, now a mixture of Japan- 


ese and American influences, must be 
Korean. We must express our thoughts 
in good Korean, use Korean folk songs, 
Korean dance; give Korean, not 
Chinese, names to our children." 

In modern Korean poetry Kim is 
part of a distinct tradition of protest. 
The poet Shin Dong Yop wrote a poem 
during the 1960s, entitled Cotton River, 
in which he compares the Americans 


with the Japanese colonialists of an ear- | 


her age: Developing countries are like 
wine. Isn’t it true that wine has to go bad 
to be good? Is our country to be fer- 
mented by butter, jazz, dollars and Yan- 


| keeism? 


What is interesting is ‘the running 
theme of the poem, which is not simply 
an anti-American diatribe..It is mostly 
about the Tonghak (literally Eastern 
Learning) rebellion in 1894, when pea- 
sants, full of religious zeal, attacked 
their own ruling class, which then enlist- 
ed Chinese and Japanese troops to 
crush the movement. The implied 
parallel with our own times is clear. 


| Kim, too, has always been fascinated 


by Tonghak, of which he is still a 


"student. 


Kim believes that many Koreans 
have become slaves of foreign culture. 
“We must define. what is purely Korean 
first," he says, "then we can accept 





ong the buffer zone. 


he National Security of Developing States: Lessons from Thailand by 
bna Alagappa. Auburn House Publishing Co. Dover, Massachusetts. No. price 


Alagappa’ s description of the Thai secur- 
ity-through-buffer approach to coun- 
tering external threats, and that Thai- 
land, at least.in the long run, would like 
to see both Laos and Cambodia as neu- 


tral buffers between itself and the tradi- 


tional enemy, Vietnam, in the east. But 
he seems to overlook that even Thai- 
land's short-term security policy has fol- 
lowed the same pattern, albeit on a 
much more limited scale. 

One example of this buffer approach 


'was the build-up in the early 1980s of a 


security zone. along Thailand's eastern 


: frontier consisting of a string of Khmer 


resistance camps and refugee settle- 


| ments straddling the border. The Viet- 
. namese dry season offensive in 1984-85 
more. or, less obliterated this. buffer 


wers, of a people whose very | is probably z a quixotic task, "bi the need. 


- survival is is felt to be at stake. Kim pass- 


for it is deeply felt. Paradoxically, it has 


sometimes led Koreans into accepting 


distinctly non-Korean traditions, such 
as Christianity. Kim himself became a 
Roman Catholic in 1971. He explained - 
why in a pamphlet smuggled out of. 
prison in 1974: “I was desperate to find a 
way to overcome a fear of death, as well 
as the material poverty of our people 
and the spiritual dehumanisation that 
threatens Korean society." He thought: 
of the Tonghak rebellion and followed 
the 19th century example of linking the 
word of God with an inner call to be- 
come a political activist. The next and 
logical step led to Catholic liberation 
theology. 

“Through my own participation 
since 1971 in the vigorous development 
of the human rights movement of Ko- 
rean Christians, I became convinced 
that Koreans could offer a golden exam- 
ple to the world, especially the Third . 
World. In our t tradition of str | 
ance and revolt, resulting from the eep - 
contradictions and complexities in our 
society, a new principle of human liber- 
ation was born: the identification of 
God with revolution." 











l: translation Kim's political poems 
often sound like Brechtian agit-prop, 
though Kim has a more ribald sense of 
humour than the German playwright. 
His satire is closer to the pre-war car- 
toons of George Gross, earthy, savage, 
sexy. Unlike Brecht he does not 





zone, and prompted Thailand and its al- 
lies to urge China to step up its support 
of the Khmer resistance so it could infil- 
trate Cambodia. If successful, these op- 
erations in the Cambodian interior 
would make the Vietnamese presence 
right at Thailand’s doorstep less of a 
threat to its national security. The fail- 
ure of the resistance to carry out such 
operations effectively has indirectly in- 
creased the perception of Vietnam as a 
threat. This is a phenomenon that 
Alagappa unfortunately | does not — 
analyse in his otherwise CEPTEN c ne. 
study. : 
The narrow version of the security- 


| through-buffer policy can also be seen 


along Thailand's western border with 
Burma — and here Alagappa. jumps to - 
the wrong conclusion. He states that: 
"Thailand does not perceive a threat - 
from Burma but believes that the ac- 
tivities. of. the Burmese Communist 
Party and the. minority. groups...en- 
gaged in rebellion against the Burmese 
Government 

tional security 
















ould undermine Thai na- |. 


imvite political analysis, 
but a direct, emotional re- 
sponse. There is a strong 
traditional element in his poe- 
«ry, which, alas, doesnotcome 
across in translation. He uses 
the form of pansori, a kind of 
rythmic story-telling, which 
has a long po e tradition 
openan in Cholla province, 
where Kim was born. His na- 
tive province has always 
been known for its opposi- 
tion to the rulers in Seoul. 
“It’s because we are so rich 
in agriculture,” says Kim, 
following the traditional 
Cholla line, “that the cen- 
tral power always robbed 
us.” 

It is difficult to judge the 

artistic merit of poemsin trans- 

lation, too much gets lost. Un- 

fortunately I can only read 

them in Japanese. It is also 

hard to tell what future gener- 

ations will make of political sa- 

tire, when the events them- 

selves are forgotten or dates 

in history books, devoid of emotional 
content. Voice of the People was written 
for a specific purpose and its value may 
not last much beyond our time. As Kim 
said, his activism was his poetry. But, to 
me, his most moving poems are the ones 
which go beyond satire and the politics 
of the day. One poem, entitled No Re- 
turn, is both timeless and, in view of 
what sparked off the recent events, ap- 
propriate to translate in full. It was writ- 


ing, smuggling, illegal logging, and so 
on." 


Other observers would argue that 
Thailand, rightly or wrongly, does per- 
ceive Burma as a threat, and that since 
the 1950s minority groups have been en- 
couraged to settle along the Thai-Bur- 
mese border to act as a buffer similar to 
the one provided by the Khmer resist- 
ance along the eastern border. 

This policy now has come under 
closer scrutiny, but still, Thai conni- 
vance in the activities of Burma's minor- 
ity groups must be seen in the broader 
perspective of a buffer approach to bor- 
der security — and, it must be added, 
also in the view of Thailand's desire to 
take advantage of the lucrative black- 
market trade with Burma. 


fA 'sgeps s highly professional and 
careful study is also stained by some 
other shortcomings. Although he men- 
tions it in passing, the full impact 
of the 1979 Vietnamese occupation of 
Cambodia on the Communist Party of 
Thailand (CPT) is not fully examin- 
ed. 


Vietnam's occupation marked a 
turning point for the CPT and led to 
three major setbacks. First, there was a 
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ten around 1971, when Kim went under- 
round, living in fear, hearing about his 
riends being tortured. 


There is surely no return 

After entering here, and sleeping here 

A deep sleep engulfing the hod 

That sleep, that white room, that bot- 
tomless vertigo. 


There is surely no return 
Even if you get up 


cut-off of aid from China, a pre-condi- 
tion which had been set by the Thais for 
allowing Chinese support to pass 
through to the anti-Vietnamese resist- 
ance. Secondly, there was the closing of 
the CPT's former camps in Cambodia 
following the Vietnamese invasion. 
Lastly, there was the Laos Govern- 
ment's decision to throw the Thai com- 
munists out of its territory because of 
their pro-Chinese stand in the Sino- 
Vietnamese conflict. 

Deprived of all their former trans- 
border sanctuaries as well as foreign 
support, the CPT began to crumble and 
mass defections followed. The already 
existing internal conflict between the 
old “Chinese” guard in the party and the 
“progressive elements” who had joined 
after the October 1976 coup d'etat 
deepened. Eventually this led to the col- 
lapse of the CPT as a jungle-based fight- 
ing force. 

The collapse was quickened by a 
clever Thai policy including a generous 
amnesty programme and & political flex- 
ibility which, for instance, Alagappa’s 
own country has been unable to pro- 
duce in dealing with its communist in- 
surgency. A comparative study of the 
Thai and Malaysian experiences and 


Red blood on the wall, like an old 
scream ° 

Even if you get up, once, twitching, 
sang 

nce you go to slee 

Ah, the rough sade 

There is no second time for the travel- 
ler. 


All night, the sound of their boots 

Back and forth on the floor above 

Invisible movements of faces, hands, 
bodies 
; pes room where they laughed out 
Ou 

That white room, that bottomless ver- 
tigo. 

The eyes opes wide at the pain of pull- 
ed finger-nai 

A scream as the body is torn apart, 
please 

Is it not possible for the skeleton of the 
soul to stay alive and leave the body? 


The miserable, miserable way my 
friends died 

Fell asleep, covered in shame, fell as- 
leep, miserably 

They used to smile 

They used to cry out loud 

Those dear friends. 


Ah, there is surely no return, no re- 
turn 
Once you sleep in that room 
Pale, so pale 
Once your body is wracked by mad- 
ness 
On that stormy, rough road, 
No second time for our brothers, 
for the traveller. o 


differences in approach would have 
been welcome, especially in the wake of 
recent mass defections of cadres from 
the Communist Party of Malaya to Thai 
authorities. 

It is also regrettable that Alagappa 
mentions the divergent approaches be- 
tween the six members of Asean to the 
Cambodian conflict without going into 
the underlying reasons for these differ- 
ences. Malaysia and Indonesia are more 
apprehensive of Chinese influence in 
the region than Thailand — but why? 
The reader cannot avoid drawing 
conclusion that Malaysia and Indonesia 
are suspicious of links between their 
own Chinese minorities and mainland 
China. This immediately raises the © 
question of why Thailand has been far 
more successful than these countries in 
integrating its Chinese community with 
the mainstream of society. If the lessons 
of Thailand's experience are to be learn- 
ed, there needs to be a comparative 
study on the Chinese community in the 
Asean countries. 

These shortcomings apart, Ala- 
gappa's book still stands ouit as one of 
the best researched and most informa- 
tive on the question of national secur- 
ity in Southeast Asia. — Bertil Lintner 
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Pondering religious revolt 


Islam and Resistance in Afghanistan by Olivier Roy. Cambridge University 


Press. Price not given. 


hen the Afghan war finally ends, 

Olivier Roy's book will continue to 
stand as an astonishing treatise on the 
Afghan resistance — all the more so, if 
one compares it to the mostly lacklustre 
efforts of other Western scholars to 
understand the conflict. Roy has out- 
lined for the first time the historical and 
cultural roots of Islam in Afghanistan 


- and thus given the resistance an ideolog- 


ical legitimacy, which it has failed to 
project on its own. He managed this 
despite the inherent contradictions in 
his model: contradictions between 
Islam and democracy, and between the 
complex ethnic and tribal loyalties in 
Afghanistan. 

is research cannot have been easy. 
Roy, a French scholar and journalist, 
made six trips into Afghanistan in five 
years, spending months in the country, 
visiting everv province, often on foot. 

His basic argument is that Islamic re- 
vivalism in Afghanistan has produced a 
novel concept of modernity, which the 
West has failed to understand and which 
can form a new type of political society 
in the future. 

There have always been two Af- 
ghanistans: the city — home of the court 
and the arrogant [ver MER and the 

ome of re- 
ligion and tradition. The spontaneous 
uprisings in 1978 against the Marxist re- 
gime which had just seized power, were 
a rejection of Marxism and the reasser- 
tion of religion, to be sure, but also a re- 
jection of the state's intrusion into the 
countryside. The Afghan kings had 
built their power base on a complex tri- 
bal confederacy, whose traditional 
chiefs or Khans came to Kabul for 
money, patronage and privilege. 

Roy believes that two groups of 
modernist intellectuals emerged in the 
relative liberalisation of the 1960s: the 
Marxist groups who came from the 
urban bourgeoisie and the tribes, and 
the Islamists who aimed to remodel so- 
ciety in the light of the Shariah Islamic 
law. The members of these groups knew 
each other well and periodically clashed 


' on the campus of Kabul Universit 


Roy explains, in superb detail. how 
the present differences within the Af- 
ghan resistance have emerged. While 
the localised, tribal power bases of the 
Khans have been eliminated in the war, 
other traditignal leaders, the charisma- 
tic Pirs, for instance, now lead the three 
moderate parties that form the seven- 

arty Afghan guerilla alliance based in 
Geclunrar: They command . loyalty 
through the strong Suffism or mysticism 
that pervades most Afghan ethnic 


groups. 


F 
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The conservative and traditional re- 
ligious scholars, the ullema, who were 
the first sey tur organisers of the resist- 
ance from Peshawar and were trained in 
religious schools in India, do not have 
the ideological training to deal with the 
modern state, the making of parties or 
even with waging a modern guerilla 
war. Their ultimate aim is to guide so- 
ciety along Islamic lines without over- 
turning the state. They have been super- 
ceded by the fundamentalist Islamists, 
largely trained in the ethos of the Egyp- 
tian Muslim Brotherhood, and edu- 
cated in the modern educational system 
in Kabul. They have built parties on a 
Leninist model, want a revolutionary Is- 


lamic state and are prepared to fight 
both the Russians and their fellow mod- 
erates in the resistance to achieve it. 


Roy personally favours the Jamiat-i- 
Islami led by Prof. Rabbani, which 
boasts the most successful guerilla com- 
mander, Massoud, as a party leader. 
The Kabul regime, meanwhile, con- 
tinues to build its power base along the 
traditional lines of tribal patronage, 
which offers only piecemeal solutions. 


A oy takes the view that the Islamists 
are building a radical Islamic social 
structure. He does not really define this 
concept, however. He does not ask why 
the Islamists have failed to evolve edu- 
cational and health systems, democratic 
institutions or modern agricultural 
training in their liberated base areas, 
which are part and parcel of any na- 
tional liberation movement. There is 
not a single mention of the plight of Af- 
ghan women, which remains even more 





wretched under the Islamists than be- 
fore. How can a national liberation 
movement succeed when half the popu- 
lation remains locked away in purdah? 
Roy has no argument as to why, in thee 
vastness of the Afghan mountains, the 
resistance has failed to persuade the 
people not to leave the country, but to 
build self-sufficient liberated areas. 
This failure makes the resistance heav- 
ily dependent on foreign aid and even 
foreign doctors. 

Nor does he attempt to resolve the 
question of Islam and democracy. The 
resistance has now called for free demo- 
cratic elections as part of an Afghan 
peace settlement. However, the Is- 
lamists do not believe in a multi-party 
democratic state, but rather in an Is- 
lamic state where only those vetted as 
correct Muslims can be elected. 

The weakest part of the book con- 
cerns the geo-political influence on Af- 
ghanistan. He gives only a couple of 
paragraphs to the massive arms and fi- 
nancial aid coming to the resist- 
ance from the US, Pakistan, 
China and Saudi Arabia. He ig- 
nores the fact that the intelli- 
gence agencies that run this aid, 
have had a large share in shaping 
the resistance as it is today. Roy's 
insistence on the poverty of the 
resistance can be contradicted by 
any journalist who visits the 
resistance headquarters in 
Peshawar. 

Roy is more than generous to 
President Zia-ul Haq when he 
says that he does not support the 
Islamists. Zia's close links to 
the Pakistan Jamiat and through 
that to the Afghan fundamen- 
talists is well documented. In 
fact Pakistani diplomats have 
long complained that the moder- 
ates, who might make a peace 
settlement, have been locked out 
in the cold by Zia's military 
intelligence, which has channel- 
led most of the arms aid to the fun- 
damentalists. 

Roy claims the Saudis have no Af- 
pus policy, but their aid is massive and 

ighly selective. He makes no mention 
of Chinese aid either. Roy is certainly 
partisan, and one gets the distinct feel- 
ing that he is withholding information he 
has access to, so as not to invalidate his 
thesis. 

Finally, Roy's rejection of the tradi- 
tional tribal structure remains uncon- 
vincing. Today the only settlement ac- 
ceptable to the Soviets, the West and 
the majority of the Afghan refugees is in 
fact a return of ex-King Zahir Shah to 
head some sort of coalition government 
in Kabul after a Soviet troop with- 
drawal. Such a settlement is unaccepta- 
ble to the fundamentalists, because the 
Zahir Shah option will reinforce the 
traditional tribal structure, the ullema 
and the Pirs and leave the fundamen- 
talists out. — Ahmed Rashid 
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ONLY THE VERY DEDICATED 
CAN MAKE HISTORY. | 


Royal Oak, ultra-thin movement, water-resistant to 50 meters 


In 1909, Ettore Bugatti 
built the first four-wheeled 
thoroughbred in history. 
Determined to create an 
automobile of unsurpassed 
beauty, he was prepared to 
risk everything in the pur- 
suit of this one ideal. And 
that is why each of his cars 
is a work of art that cannot 
be copied. 

In 1970, Audemars 
Piguet entrusted its master- 
watchmakers with a new 
and challenging mission. 
They were to create the 
first luxury sports watch. 

For months, designers 
and technicians combined 
craftsmanship with tech- 
nology to produce a master- 


thing that had been seen 
before or since. 

A landmark in watch- 
making history. They re- 
vealed bolts and burnished 
metal to a satiny sheen, 
until the unprecedented 
and distinctive symmetry 
they were striving for be- 
came reality. 

The Royal Oak. An 
exclusive concept for an 
exceptional lifestyle. Born 
of the whole-hearted pur- 
suit of an ideal. Where cost 
plays no part. Where each 
unique piece bears a num- 
ber to tell its tale to future 
generations. Where copies 
can never equa. the orig- 
inal. 





of a Royal Oak can easily 
identify with the spirit of 
the craftsman who risked 
all to create an ideal. A 
dream of perfection that 
became part of history. 





i 


Bugatti type 51, 1930, 8 cylinder 2.3 L, 
187 HP 


Audemars Piguet 


piece that went beyond any- Today, the proud owner La plus prestigieuse des signatures 
gent ervice Centre: BANGKOK: Trio import Co., Tel. 253.0360. HONG-KONG: Desco (HK) Ltd., Tel. 3-691 
JAKARTA: Pantia Niaga, Tel. 346071. KUALA LUMPUR: Silvaroyal (Pte) Ltd., Tel. 221573. SEOUL: Sungsan Trading Ci 
Tel 777-3841-3 SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 33793.32. TAIPEI: Audemars Piguet Showroom, Tel. 701.96.39 
TOKYO: Des apan) Ltd., Tel. 56212.71. SYDNEY: Desco (Australia) Pty, Tel. 264-7822 
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1986-87 Bimans year of a 
million passengers 


Biman Bangladesh streamlined operations and 
Airlines plansto carry contented customers carried 
a million passenger overthe years, Biman is ready 
in 1986-'87. With it's for the BIG LEAP into the world 
developed capability, of BIG LEAGUE carriers. 


Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRLINES 





*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 


since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 64,100 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 


‘Review has increased its ad page volume from 1,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 


Fark, istern Fy Onome 


SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia 




































































- |. By Nigel Holloway in Tokyo 
|. PA biggest capital-raising exercise, the 
Ministry of Finance (MoF) is locked in 


| argument with its counterparts in the - 


. | US and Europe about whether the 
co | banks’ equity is rising as fast as the risks 

| they take. The debate centres on defin- 
g and measuring a financial institu- 

’s capital-adequacy ratio (CAR), 
e minimum level of shareholders" 
uity and reserves that a soundly run 














As- financial markets mesh more 
- closely, regulators worldwide are trying. 


to agree on a ratio that will apply to all- 


international banks. M ME E. 
This is of more than academic in- 


terest to Japanese banks, which are rais- 


ing more than ¥1 trillion (US$6.7 bil- 
lion) on local and overseas financial 
markets in the next two: months. At 
least’ nine banks have already an- 
 Aounced, or are planning, bond and 
share issues during this period. This 





“| amount will go only a small part of the. | 


way towards satisfying the MoF, which 
says that all Japanese banks must have 
a minimum CAR of 4% by March 
1991. The MoF excludes from its defini- 
tion of capital all hidden reserves 
and reserves held to cover bad loans, 
while total assets excludes acceptances 
and those guarantees with negligible 
risk. . : ; 

As of March last year, the average 


CAR of all 87 Japanese banks was only 


2.9196, which means that they will have 
to raise more than ¥8 trillion in extra 
" capital in less than four years — assum- 


ing their assets do not change during | 


that time — in order to meet the MoF 


guideline. The US. Federal Reserve. 
Board and the Bank of England want all - 


|. banks to adopt minimum capital re- 
| quirements considerably higher than 


those insisted upon by MoF, perhaps as 


high as 6%, according to the Japanese 


SE While far from enthusiastic over the 





proposals. themselves, banks in the US 


and Europe already carry current capi- 


tal ratios nearing 5%. Local banks in 
these places argue that their Japanese 
counterparts have been able to use their 

. lower CARs to leverage their way into 

| other countries' markets. With lower 
share dividends and bond-interest pay- 


- lending and other forms of business, in 








done before in merchandise markets. 








| A; Japan's banks embark on their - 





bank should have relative to its assets. - 


ments, they say, the Japanese have 
taken an increasingly large slice of bank 


the way Japanese manufacturers have 


86, the MoF said that all.) 






Japan resists pressure to boost banks’ capital - | 


The numbers game 


| JAPANESE BANK CAPITAL 
AND HIDDEN RESERVES 


Je | Sumitomo Bank || 


| Mitsubishi Bank |) 


Japanese banks with overseas branches | 
would have to conform with an appa- |. 
rently stricter capital ratio of 6% by the - 
| end of March 1988 on the ground that | 
international business was more risky - 
than lending at home.: However, all | 
such banks were allowed to include | 
within this particular definition of capi- | 
tal 70% of their hidden reserves, which _ 


could be valued at the price they would 
fetch if those assets were realised. By 


quired. i PD 
_.. This guideline has cut little ice with 
other regulators, who argue that such 


valuations are too volatile to be in-- 
cluded in calculations of bank risk. MOF | 
officials counter that a figure of 70% of - 


total market value of hidden reserves 


was chosen eere to take fluctua- 
-tions in bon 


and stock prices into ac- 
count. oo xw. FA 
.Some non-Japanese bankers are 
The turn of the wheel: page 43 


> - risk-weighte. 
| this standard, all the banks had capital | 
ratios comfortably above the level re- 


Japanese banks, the size of whos 


items comprise up to 100% of tota 
_ sets for Japanese banks against as mu 
as 400% for the big US institution 


ang authorities supervi wo O 
| three. main financial centres have 
| reed on a framework, has put the 









— hoping that higher capital-ade: 
acy ‘requirements will slow 
. overseas growth of the b 
ese institutions. The 
now occupy the top. pa 
. world banking: acco 
Bank for International 
ments, the external: asset 
panese banks rose by 36. 
US$345 billion in 1986 (help: 
the rise in the value of the ye 
. third of total worldwide. e» 
assets held by commercial D: 
compared with a quarter at. 
=- 1985. US banks’ externai 
- dropped during the same. 
" from.22.6% to 17.6%. Japa 
banks occupy all of the top 
positions in the. world leag 
terms of assets and 12 o 











top 20. —— 


f" he rate of return on thos 
M sets is not uppermost.in nx 
Japanese bankers’ minds. Not 
single bank from that coui 
made it into the top 100 last yeai 
in terms of pre-tax profits as a pe 
centage of assets, according tc 
The Banker magazine. By 
. yardstick, the rate of return 
Dai-Ichi. Kangyo Bank, . 
world's largest bank, was 0.43 
less than half that of Citicorp. 
, The MoF has already beei 
flanked in the discussions over establ 
ing a common capital ratio, after th 
deral Reserve and the Bank of Engl 














sheet items, plus all 


ments." Sc 
- This definit 


balance-sheet items (swaps, fu 
etc.) is said to be considerably sr 
than those of Western banks. O 
banker guessed that off-balance-s 


'Although official opinions o 
proposal vary widely, the fact that bai 







































ionto push: throug : nge: se 
y’s liking. A*senior official i in the Bank 


gress" has been made in the two 


Bank of England since their proposal 
as published six months ago, but the 
b of finding a common standard is ex- 
emely difficult given the different ac- 
unting conventions and tax regimes of 
-countries concerned. Much of the 
ssion concerns weighting different 
s according to the degree of risk at- 




















| tive i y everybody. 


pare a US Treasury bond 
db the Us subsidiary of a Japanese 
where the exchange risk is zero, 

‘same bond held by the bank's 
Office?" he wonders. A better sys- 
in his view, is to allow each country 








have to conform for all their as- 
d in that country. J apan, where 
major bank has failed since 1945, 
therefore afford to have a lower 
ital ratio than 4%, he says. An obvi- 
s flaw of this argument, though, is to 
iunt for all 














y Nick: Seaward in Kuala Lumpur 
plan to accelerate the recovery of 
he Malaysian economy has been 
sed to the government by the 
wing of Malaysia's dominant poli- 
party, the United Malays National 
anisation (Umno). In a radical de- 
arture from current policy, this “na- 
al recovery plan" calls for a reversal 
the government spending cut- 
ks and the injection of an additional 
$6 billion (US$2.4 billion) of public 
oney into the economy over the next 
ree years. It also makes dire warnings 
to the consequences for Malaysian 
ety if the economy is not reflated 





le methods recommended - by 
foi raising the: Y 







nereasing vetr produc y 
0% to 560,000 barrels: per day (bpd) 
nd by spending about one-third of the 
ountry's foreign reserves. In additioh, 
he plan recommends further privatisa- 


yin new government. borrowings. © 


ts own CAR, to which all banks 


ion of government-owned enterprises 
ind the raising of M$1-1.5 billion annu- 





| Japan (BoJ) says that "significant : 


eetings held with the Fed and the | 


d to each category, but this ap- 


one of Japan's [| 


those assets held | 


possible reasons why apanese 
banks are such aggressive competitors. 





Along with. securities firms and life-as-- 


surance companies, they have been the 
biggest beneficiaries of Japan’s massive 
capital outflows and much of the rise 
through the banking league has come 


about because of the high yen. Over- 


heads also tend to be lower because the | 


big Japanese banks lend a far smaller 


proportion of their outstanding ad- 
vances to individual customers (cur- 
rently ` 10% of commercial bank Ic ns) | 
] than gs deu foreign sumpenan _| while the Japanese share of commercial 


` -Joans in the US is 8.4% and comprises 


JAPANESE BANKS’ EXPOSURE TO 
LESS UEVELOPED DNE RIES 


E | Bank of Tokyo 
ENR Kangyo " 


Note: As at 31 March 1987. Only banks with more than 
T PINO nee coutatending to oe 


J mno Youth proposes reflation of Malaysia's economy 


So far there has been no official re- 
sponse to the plan from the govern- 
ment, other than a somewhat ambigu- 
ous welcome by Acting Prime Minister 
Ghafar Baba, who has passed it to the 
Economic Planning Unit (EPU) in the 
Prime inister’s Department - for 
further study. However, the reaction 
from the youth wings of the other com- 
ponent parties in the ruling National 
Front coalition has been largely favour- 
able and a joint meeting to discuss the 
m is expected to take place within a 

wweeks. — 

According to Umno Youth's acting 
chairman Datuk Seri Najib Tun Razak, 
the key to the plan's acceptance is its 
non-sectarian nature and the emphasis 
it places on reducing unemployment — 
particularly among young graduates. 
The plan envisages the use of some of | 


the increased: government income to- 


create a "National Youth Development 
Corps,": which would ^ undergo 


"paramilitary | training. and perform 


urban and rural construction projects. 
Tf the plan goes ahead, the federal 
Movement will mck be Foquired ed to fi- 
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REVIEWDIAGRAM br Andy Tang 


at requires a lot of staff 


| Sumitomo Bank, ranked No. 3 in the 
world by assets and the most profitable 
bank in Japan, has 14,000 employees 


Citicorp has 89,000. 
For many familiar reasons (tradi- 


tionally close domestic ties between Ja- 


panese companies, for instance), 
foreign banks have found it harder to 
break into the Japanese market than 
vice-versa. Loans by foreign banks in 
Japan feil as a proportion of total bank 
loans from 3% in 1979 to 2.7% last year, 





22% of banking assets in Britain. And 


| while the Japanese Government slowly 
| deregulates interest rates at home, its. 
| banks limber up abroad in preparation 


for the day when there is a free-for-all 
in Japan. | 


i nternational business now accounts 
for more than 50% of operating profits 


| and a similar share of headaches. The 
| total lozns of Japanese commercial 


banks to -less-developed countries 
(LDC) is estimated at around US$44 


. billion at the end of 1986 (REVIEW, 9 


Apr.), with the Bank of Tokyo by far 


| the most heavilv exposed. In 1984, the 


banks were allowed to set aside up to 
5% of LDC loans outstanding and, from 
April of that year, could deduct against 
tax 1% of the net increase in their expo- 


 nance a local goverment wotk pro- 


| 
| 
R 
| 
| 


| 


Dingo:  Yout 


gramme and a national youth appren- 
tice scheme. This would enable 
graduates to get two years’ work experi- 
ence in government departments and 
non-financial ^ public ^ enterprises 
(NFPEs) such as Petronas or the Heavy 
Industries Corp. of Malaysia (Hicom). 
The plan also calls for the rationalisa- 
tion of Hicom and other NFPEs to re- 
duce their debt-burdens and increase 
their profitability. 

Umno Youth argues that these mea- 
sures — coupled with an acceleration of 
the industrialisation of small- and 
medium-scale industries — will put an 
additional two percentage points on the 
economy’s annual growth rate in terms 
of real GDP. The plan claims specifi- 
cally that 5% real GDP growth could be 
achieved next year, compared with the 
2% forecast by the central bank, Bank 
Negara (BN), and the 3.9% forecast by 
the Malaysian Institute of Economic 
. Research (MIER). Growth of 7% could 
be obtained by 1990; itadds. —— 





tank), has endorsed 3 
thusiastically but there has been 
sponse either from Petronas, which 
would have to produce the extra oil — 
nor from BN, which would have to sur- 
render about a third of its carefully hus- 
oreign reserves. Without the 









cooperation s 
will be still- born. 


lese two bodies, the | 














































sure to heavily 
countries. 
Now that Citicorp and other US and 
European banks are making provisions 
gor up to 30% of their LDC debts, 
| the Japanese are expected to follow suit 
once they have wrung from the MoF an 
agreement to increase the tax write-offs 
proportionately. l 
=- Untold foreign-exchange losses on 
overseas bonds and holdings of now- 
worthless perpetual floating-rate notes 
(the latter market collapsed earlier this 
year) are another problem, which the 
banks have offset by selling securities 
| from their hidden reserves at a profit. 
| = Higher loan-loss provisions and alle- 
| -gations of property speculation come at 
"ES sh time for the banks’ capital of- 
f . Among the biggest banks, Mit- 
| subishi Trust, Sumitomo Trust, Long- 
| Term Credit Bank and Industrial Bank 
| of Japan are all expected to raise money 
in a variety of currencies soon and other 
institutions will not be far behind. Mit- 
subishi Bank, another capital-hungry 
institution, is likely to offer a.US$300 
million convertible bond, a Sfr 400 mil- 
lion (US$261 million) issue and 30 mil- 
lion shares. Sumitomo Trust, which is- 
sued Sfr 350 million of convertible 
bonds recently with a record. low 
coupon of 0.2596, has fared badly. The 
bonds are trading in the grey market at a 
7% discount below their face value. E 




















^ Although technically 
feasible, the oil produc- 
tion proposal. carries 
with it unfavourable dip- 
lomatic. implications. In 
December last year, 
Petronas reduced its 
average output by 10% 
from 510,000 bpd in sup- 
port of Opec’s produc- 
tion cutback policy. Al- 
though it has just an- 
nounced an 8,000 bpd in- 
crease to 468,000 bpd to 
keep in line with a mod- 
est Opec increase, it is 
considered unlikely that 
the state oil company will | . i 

risk upsetting Opec by increasing pro- 
duction further to the 560,000 bpd level 
envisaged by the plan. 

.softer target. Solid gains in the mer- 
chandise account and moderate capital 
inflows have enabled Malaysia to build 






up its foreign reserves for four consecu- 
tive years. At the end of 1986 they total- 


led M$16.3 billion, equivalent to 7.1 
months of retained imports. Umno 


Youth estimates this figure will have 


risen to more than M$20 billion by the 





indebted developing 









Najib: tart criticism. 


s foreign reserves might prove a 





tion to the reduction of 
foreign reserves was to 
. be expectec from BN, he 
said that Finance Minis- 
ter Daim Zainuddin was 
broadly fevourable to 
the plan. Much will de- 
pend, however, on the 


rently on an official visit 
to Europe. 


document warns that a 


off for too long. In a toughly worded 


section, it states that without higher 
growth, “the achievements of the past. 


decade and a half in the implementation 
ofthe New Economic Policy (NEP) would 
be undermined and the sozial and politi- 
cal fabric of Malaysian society would be 
put at risk." Indeed, the plan is pre- 


sented very much as a stopgap measure 
for the three years before the expiry of 


the present NEP and the implementa- 


tion of a replacement after 1990. 


. Although Najib told. | 
the REVIEW that opposi- - 


reaction of Prime Minis- : 
ter Datuk Seri Mahathir | 
Mohamad, who is cur“ 


| bangunan Malaysia and Bank Kema 


decision cannot be put | 
| moral society. It is utterly incompati 
| with healthy and rapid economic 
covery. i 3 
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To this end, the plan has come out in. | 


favour of a call by the Malay Chambers 


of Commerce for a two-year 
moratorium on principal repayments of 


loans to bumiputra (indigenous Malay- 


sian, mainly Malay)-owned businesses. 
It also suggests the establishment of a 


ing of the EPU, though it does 1 


| ministerial rank to head a beefed-ur 


| 

| | i 

| gues for the appointment of someone of 
| Economic Planning Board. - 


that "economic recovery is essentiall 


 |.to remark that “economics cannot wt 
The Umno Youth € Olas ! 
morality, institutions and laws. Cor 


. mic management, the plan recommer 


thority and also condemns the gove 






















special development-oriented finance - 
institution to take over some of these — 
loans at a discount. This new bank 
should be created out of a merger of 
three existing government-owned deve- 
lopment institutions: Malaysian Indus- 
trial Development Finance, Bank Pem- 








juan Perusahaan Malaysia. 


+ 


Finally, the youth wing makes a few 
tart remarks about the management of 
the economy so far. While recognising 


an economic process," the plan goes 





outside of a societal system of et 



























tion is an enemy not only of fai 


To strengthen the quality of eco 


the creation of a council of economic a 
visers to provide input to the'g 
ment from the private and professi 
sectors. It calls for the appointment of 
private sector executive chairman to th 
Malaysian Industrial Development Ai 








ment for contemplating the downgr 


the EPU 


Instead, Umno Youth ar 


specify how 
downgraded. 








ad Dun. achievement, "the 





UIC) holds some valuable 






f Singapore Prime” Minister 
n Yew, to chief executive and 
shareholder Oei Hong Leong, 
nesia's Wijaya family palm- 
1C’s links are impressive. - 

ull "ni u eii de manu- 













g a dramatic FOROR. 
-Oei's stewardship, with daring 
raids and global speculation 
| of ventures having altered ir- 
its bocce tae ria 


























another Indonesian "Chinese 
mastic empire, -that of Liem Sioe 
Liong, and. ultimately to the country's 
president, Suharto. As an insider in 








| industries Sdn. 


Lee Kim Yew 
iChairman) 


Seong 


investment Office 


tert ot Miuw il} 


gapore conglomerate United Indus- 


f | chairman Lee Kim Yew; 


iem ende mans madera sas eq ada CDEUTNE NOE LR i r ne 


Indonesia’ s “family” of Suharto con- 


United Detergent 3 





1 110096] 100% 


~ 1 .100%| 100% 


| gl20% | 


E ens 


TTakeover offer for remaining equity. 


ote father, E..T. Wijaya, 
wields considerable influence. Oei does 
not iiu the Pe anc pr mr links, but 


This eagerness to | succeed: in his own 
right has brought Oei (and UIC) into al- 





-hances with some interesting, if not al- 


ways top-drawer personalities. 

Among the partners with whom UIC 
has established relationships are. Thai 
businessman Tridhosyuth Devakul, 
who: boasts familial connections with 
Thailand's royalty; enigmatic -Hong- 


kong corporate raider Jose h Lau; the. 


Soviet Union, through 50% joint-ven- 
ture company Singapore $ Soviet Shipping; 





Singapore’s fading whizz-kid-Alan Ng; | 
various mainland Chinese entities, includ- | 


ing China International Trustand Invest- 
ment Corp. and thé Shandong provin- 


cial authority; Deacon Chiu, in whose 
Hongkong-based Far East. Consortium. 


UIC now has a minority stake after re- 


45%1100% | UC Chemicals 
a Pte Ltd 


UIC Development. | 
Pte Ltd 
UIC Investments 
~ | (Malaysia) Pte Ltd 
100%1100% "e 
UIC Shipping 15096 
Pte Ltd i 


Teck Hock 
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UIC Trading n 
Pte Ltd 


“UIC-Culindo | 
Livestock Pte Ltd |. 


International 


| Trade &. investment 
Pte Ltd 


UIC Realty. i E i First Capital Lana 
Pte Ltd : 
p; Pte ltd 


UIC Holdings | 
deo Oe E 


1 [ Active Building & 
. | Gil Construction 
(T9869 Pte Lic 
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: Parry, who. a a d UIC on its min- | 
. Jing investments; and Hongkong bil, 





| churning 


lionaire Li Ka-shing, through a recent 
transaction which gives UIC 50% of a 


building under development by Li's 


Cheung Kong (Holdings). - 

Judging Oei by the company he 
keeps is at best an imprecise exercise, 
however, as he is constantly on the 
move, hatching deals from Perth to Pe- 
king, and with a myriad of indivi- 
duals. The 39-year-old entrepreneur, a 
naturalised Singaporean, has high am- 
bitions, with medium-term goals includ- 
ing turnover of S$1 billion (US$471.03 
million) — from $$252 million last year 
— and taxed profit of S$100 million 
(S$32 million in 1986). He hopes to 
achieve this by maximising returns from 
manufacturing operations and actively. 
the group's | investment 
portfolio, seeking either to. establish. a 
broader recurrent earnings basi | 
seems more likely, to generate. iV 
ment trading profits. Po wet EI 

Deals have been concluded: at 
breathtaking pace this. year, the latest 
being a share swap giving UIC an initial 






est- - 


23.9% of First Capital Corp., controlled | 


by Alan Ng, whose holding company has 
been the focus of official attention in re- 












Petroz Ltd 


-Parry Corp. 




















cent though ! 
l attached to the transact l and there i is 





















| bodie seems to Bas a Prid ofS l 
.j Share for Ng's company, or a total of 
‘| S$70 million. The deal will give 
stake in ae Or 












ing to survive in a z 
isation is essential, ias aimed to. 
old and the 
new. His own | : 
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| tive treasury operation, controlled from ` 
| Singapore, and which monitors the 
1. group's balance-sheet position con- 
-stantly. Currency exposure .to In- 
donesia, Thailand, Malaysia, the US | 
and Australia requires close attention, 
and is managed by the head office, 
though some degree of asset and liabil- 

ity matching in foreign currencies is car- | 
ried out when projects are launched. 

In Thailand; where UIC has three 

hotel projects, the Phuket Yacht Club, 
Relax Beach Resortand the Phuket Hotel 
and Country: Club, funding was in a 





UIC Chinalid . 


d | United Hotels Lid saamat 
: | Magamas Lid e 
i. Investments Ltd m 














J al management presence is an ac- | 
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combination of US dollars and baht. 
The group's financial managers pride 
themselves on the timing of a dilution in 
the Indonesian alkylbenzene scheme, 
Jnggul Indah, completed only weeks be- 





| forelast year's 3196 rupiah devaluation. 


Liabilities have also come under ac- 
tive management, and U:C last year 
launched a. S$80 million, three-year 
note issuance facility, which gives it re- 
volving credit at extremely fine rates. 
This arrangement . has. enabled the 
group to consolidate its existing debt 
and provide it with reacy access to 


| working capital funding. At the end of 


last year UIC's. borrowings totalled 
$$66.4 million, but were offset by cash 
and. deposits, at $$67.5 million. The 
group aims to liquidate its portfolio of 
borrowings once a year, asa measure of 
its own liquidity. 

This practice, according to manage- 
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ment, helps the banks to understand 


that UIC does have available resources, 
and assists in both the accessibility of 
financing and competitive rates. "Banks 
will always lend you money when you 
don't need it,' 
fered by the group's executives. 


UIC's earnings record isby no means 


| MOBLEX-UIC Ltd | 














is the explanation of- 





spectacula though X 
growth since Oei's ans has. cen 


] lion, and earnings of S$2.4 million; sale 
surged in 1984, 


sales in 1985 totalled S$116.5 milli 


. boost gross assets to more than 


| Six years. Statistically impressive, t 








sistent, and impressive in,percenta 
terms. In 1981, from sales of S$54.3n 
tion UIC reported earnings of S$2 m 
lion; the following year sales of S$7 
million produced a loss of S$11.9-4 
lion; 1983 saw sales drop to $$53.6 m 













er's first full year at. 
helm, to S$103.7 million, and earn 
more than doubled, to S$5. 6 millio 










and earnings $$13.4 million; an 
year turnover climbed to S$252 i 
producing earnings of $$32.4 millio. 

The.16-fold increase in annual e 
ings from 1981 to 1986 accompa 














extraordinary profits of .S$75. milli 


earned over that time, primarily f 
property sales, which together 
equity investment profits have help 








million from $$176 million over the p. 








UIC track record still leaves man 
stitutional investors with the belief the 































he group shou 
lative, though others pre 
pejorative description of growth stock. 
In response to sceptical analysts, 
who wonder where Oers personal in- 
terests end and those of UIC begin, the 
financier invokes a Chinese aphorism, 
which states that a man must act within 
the parameters of his given cir- 
cumstances. Translated into his public 
company director fiduciary responsibil- 
ity, Oei argues that his own interests are 
best served by ensuring that sharehold- 
ersare kept content. — 
.' An admirable philosophy, and one a 
hareholder effectively controlling a 
-listed company from an equity position 
3% has little option but to respect if 
he status quc is to remain unchal- 
enged. Oei anc his executives acknowl- 
dge that UIC's control position is vul- 
able, a situation created bv the share 
wap in Februarv between Oei's per- 
onal investment vehicle, Chip Lian In- 
vestments, and Joseph Lau's Evergo In- 
ustrial Enterprise group. 

Probably the most significant source 
f discomfort to those concerned about 
onflicts of interest between UIC and 
the formidable Wijaya empire is the 
ingapore group's edible oils trading 




































-division, which sells Indonesian and 
Malaysian coconut and palm oil into the 
US and Europe, has been unremarka- 
ble to date, but some analysts fear UIC 
may not be getting the best deal from 
"suppliers, especially those in Indonesia. 
Rebutting any assertion of conflict, a 
UIC executive says the Wijaya interests 
are geared exclusively to the domestic 
Indonesian market, while UIC concen- 
trates on exports. The close connection 
has beneficial implications, according to 
the executive, as the one prospect at 
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‘operations. The contribution from this - 


ble i isa supply squeeze, a circumstance 
UIC can avoid because of its Indonesian - 
dimension. 

Described by an analyst as a person- 
ality stock, which is another way of ad- 
mitting difficulty i in finding a ready clas- 
sification, UIC is a complex multina- 
tional melan ge of chemical manufactur- 
ing, property investment, commodity 
trading, mining and even pig farming, 
the latter through a minority stake in a 
venture that hopes eventually to supply 
half of Singapore's needs when the is- 
land republic phases out pig farming 
completely in 1990. 


U IC was formed in 1960 as a joint ven- 
ture between a group of Taiwanese 
detergent manufacturers and the Singa- 
pore Government, and it still boasts an 
extensive manufacturing arm, though 
recurrent earnings include a significant 
property rental component, sourced 
primarily from the group's flagship 
building in Singapore financial district's 
Shenton Way. Other property interests 
have been acquired in Los Angeles, 
Hongkong and in Singapore, where 
UIC in March took a 30% stake in Tung 
Centre, with First Capital Corp. taking 
the balance. More recently, the group 
entered a 50-50 joint venture with Unit- 
ed Overseas Land (UOL) to acquire 
Singapore commercial development 
Goldhill Square for S$216.5 million, 
and has acquired a 50% interest (for 
HK$105 million) in a Kowloon indus- 
trial building now under development 
by a subsidiary of Hongkong financier 
Li Ka-shing's Cheung Kong (Holdings). 
July’s property buying spree re- 
quired an: outlay of S$136 million, 
though only part of this will be in the 
form of paid-up capital in the companies 
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ing à 


or a the : assets ae cia con- 
trol. UIC was also relatively liquid be- 
fore these. transactions, having sold < 
stake in UOL late last year ànd sales 
earlier this vear of its investments in 
Malaysian United Industries (MUI) and 
Intraco. The MUI and Intraco transac- 
tions realised S$90 million, incorporat- 
a combined capital profit of S$18 
million. By comparison, the group's re- 
current earnings for last year amounted 
to S$13 million. 

Trading in the group's investment 
portfolio is aggressive, reflecting Oei's 
preference for deal-making over mun- 
dane asset management. "We don't be- 
lieve in running. the company like the 
civil service," says one executive. "If the 
price is right we take advantage." 

The investment philosophy, express- 
ed somewhat sardonically by Oei, is that 
"everything we buy is for the long term, 
until the price is right." Investors in 
UIC, according to its management, ex- 
pect a return better than that available 
on fixed deposit, implying some degree 
of risk, and with several ill-starred deals 
in its recent history the group harbours 
no delusions of infallibility. 

“What management is about is mak- 
ing more good decisions than bad ones. 
Good managers do not get everything 
right, and if they did it would mean they 
were taking too few risks," is how one of 
Oei's technocrats views it. As a rule, 
losses are cut as soon as possible, and 
the strategy is to take reasonable pro- 
fits, rather than to wait for the last cent. 

One encompassing philosophy cur- 
rently influencing the group's planning 
is a belief that the US dollar is over- 
valued. that inflation will in due course 
rear its head again and that com- 
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and Thailand in the co g years 
Results of these strategic observa- 
tions have included investments in 


several Australian-li 
groups, most o 
the Kalimantan 
which a VIC 
tralian geologi $ 
Klondike.” Thes 
Jason Mining, P 
Corp. and Petro 
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fee. trading group, 
Panon in support of 


family-óontébil ; 
Was another ac 
Uf the most extensive 
Asia, with customers 


Teck Hock, , 1 
coffee traders i 


_ such as General: Foods, Nestle and Hill, 


has been restructured by superimposing 
a modern corporate structure on the fi- 


D 
controlled trading group, was one 


of UIC's less successful raiding efforts, 


and a saga that raised some doubts 
about Singapore's commitment to its 
stated privatisation policy. After amass- 
ing a stake of about 17% in the com- 
pany, whose assets include a stake in the 
Insurance Corp: of Singapore, cash and 
diverse. trading interests, UIC's man- 


id jities, a troubled 5 




















: sat n Malaysia " 


a Singapore Government- . 


agement felt Intraco was in a state of de- | 


cline. “We had the choice of sitting back 
and praying or doing something about 
it,” says an executive, and a bid followed.” 


Opinions differ as to the real reason | 


behind Temasek Holdings rejection of 
UIC's one-for-one share swap offer, 
though the cash alternative at the time 
was below Intraco's market price, as 


was UIC's share price. Sources close to 


overtones, nor was it necessaril 








ill | UIC say no objections were raised by 
the government, privately or otherwise, 
when UIC announced its bid, and the 


group was dismayed when both 
emasek and the Development Bank of 
Singapore spurned the offer. 

Its Intraco stake had cost UIC S$1.98 
a share, and the offer at S$:.80 was offi- 
cially rejected as inadequate, a position 
that seems to have been borne out by 
subsequent events. The Intraco share 
price is now above S$4 a share, while 
UIC's price is about $$3.75, which in 
hindsight makes the share swap and the 
cash offer appear distinctly unappeal- 
ing. In its 1986 annual report, UIC notes 
that the Intraco investmeat at 31 De- 
cember was valued by the market at 


S$10.2 million below cost, though the | - 


group has since sold this holding, ata 


capital profit of about $$3 million. 


For some observers in Singapore, 


UIC’s failure to win support for its: 


Intraco bid was a clear message that Oei -. 


could not assume government patron- 


age, despite the Lee connection. To 
others, the rejection had no sinister 


sult of carefully considered - 
judgment, but a reluctance to sell a gov- 


ernment asset while the officially ap-. 


pointed Public Sector Divestment Com- 
mittee was still pondering over a suita- 
ble strategy. 

"Rejection by Intraco has done no- 
thing to cool the ardour of UIC's deter- 


mination to deal, though the real test. 
will be the group's ability to establish a 
stable and subtantial recurrent earnings 
base. Oei has shown his willingness to. 
provide such a dimension to the group, 
but needs to follow this up with invest- | 


ment decisions that help to challenge 


perceptions that wheeling and dealing is _ Í 
an end in itself. = — — 
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i By Colin James in Wellington 

Ne Zealand's emergence as a small 
8 NW but strategically placed currency- 
“trading centre has been strengthened by 
- the licensing of eight new banks. 

.. Under a liberalised bank-licensing 
: system introduced earlier this year, the 
-Reserve Bank of New Zealand (the cen- 
tral bank) was given the power to 
license as a bank any financial institu- 
“tion with a capital of NZ$30 million 
(US$17.9 million), a record in deposit- 
taking and a standing in the financial 
markets. Previously, the status of a 
bank was restricted to the big-four trad- 
ing banks, their savings bank offshoots, 
regional trustee savings banks and the 
Post Office Savings Bank. 
. Nine institutions recently submitted 
applications for licences, but only eight 
were granted. However, the ninth appli- 
cant is expected to receive a licence later. 
© Of the eight, just one is a New Zea- 
‘land institution, the NZI Financial 
Corp., a subsidiary of New Zealand In- 
;urance, and one is Asian-based — the 
Hongkong and Shanghai Banking Corp. 
- In return for Hongkong Bank's licence, 
" state-controlled Bank of New Zealand 
has been granted exemption from a 
minimum capital requirement of US$14 
billion and granted a Hongkong licence. 
he remaining six are Broadbank 
Corp., a high-street finance house 
owned by the National Australia Bank, 
Citibank (US). Barclays (Britain), Mac- 
quaricbank (Australia), — Indospez 
. (France) and CIBC (Canada). 









tention to offer a retail-banking service. 
The others are aiming at the corporate 


New Zealand bank entrants join the 24-hour market 


Only Broadbank has declared its PA 
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and high net- worth personal markets. 
The new banks will, | 
able to make use of New Zealand's 


growing role as a bridge between the US. 
and Far East markets. With financial 


deregulation and the development of 
24-hour trading, an increasing number 


of institutions are keen to take advan- 


tage of New Zealand's two-hour “win- 
dow" of opportunity between the close 
of trading in New York and the opening 
of the first Asian market. 


More licences are likely. to be. 


granted in the near future. One promi- 
nent. possibility is a building society, 
Countrywide, which has formed an as- 
sociation with the Royal Bank of Scot- 


land. Legislation permitting building. 
societies to become banks was passed- 
earlier this year. Legislation giving simi- - 


however, be- 












lar flexibility to trustee eee is expect- 
ed early next year. 

In other moves designed to ease state 
control and introduce more competition 
into the financial sector, the govern- 
ment has converted the Post Office 

Bank into an independent state- 
owned corporation, and con- 
verted the state-owned merchant 
bank, the Development Finance 
Corp., into a limited liability com- 
pany which can now sell a minor- 
ity of shares to the public and seek 
_a listing. 

Although the new banking li- 
cences do no automatically con- 
fer a right to trade in for- 
eign exchange they are, never- 
theless, expected to further ex- 
pand New Zealand's presence in 

the international currency mar- 
kets. © 

New Zealand-dollar i issues in 
Europe, the US and Asia, have 
expanded rapidly over the past 
two years following the removal 

-of foreign-exchange controls. In- 
creasingly, foreigners have sought the 
benefit .of high New Zealand interest 
rates (still between 18% and 19% for 
90-day commercial bills) while New 
Zealand companies have spread their 
borrowing overseas to reduce the total 
interest burden. Early. market senti- 
ment suggests the entry of more 
foreign banks into the New Zealand 
market is likely to enhance this pro 
cess. o 

Cross. trading in foreign currencies | 
has also grown since the US dollar rate - 
was first set in. New Zealand on 22 Sep- 
tember 1986. While the market remains 
small by world standards, it is expanding 
rapidly, according. to Scott Thornton, 
manager of Reuters Economic Service in 
Wellington.. He. also expects trading in 
US eq uities t to frvelop: soon. 
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l Summary of Group Results 


: For the year ended 31st March 


Operating profit 


Shareof profit of associated companies 
Profit before taxation 

Taxation 

Profit after taxation | 

Minority interests 

Group profit before extraordinary i items 


Extraordinary items 


1987 
HK$ Million 
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PROJECTS 


No place like home 


Dhaka faces up to its chronic housing shortage 


By S. Kamaluddin in Dhaka 


he Bangladesh capital of Dhaka is a 

town planner's nightmare. Ill-equip- 
ped and overcrowded, this sprawling 
maze of shanty-town slums, narrow 
dusty streets and low-rise offices and 
flats has grown tenfold from a town of 
just 500,000 in 1957 into a metropolis of 
more than 5 million. By the end of 
the century, it is estimated the city 
will have to house at least 11 million 
people. 

Bangladesh's total urban population 
is expected to more than double to 20 
million by the peer 2000, putting enorm- 
ous strain on this nation's already thinly 
stretched resources. The World Bank 
forecasts that Bangladesh will have to 
build at least 300,000 housing units a 
year at an estimated cost of Taka 30 bil- 
lion (US$1 billion) to keep pace with the 
population surge. 

Successive ministers and their deve- 
lopment programmes have, until re- 
cently, ignored the enormity of the 
housing crisis, instead concentrating re- 
sources on achieving food self-suffi- 
ciency and building an infrastructure 
capable of supporting development ef- 
forts. 

Shawifikul Ghaani, Bangladesh's 
latest minister of Physical Planning 
and Housing, may prove to be the ex- 
ception. Ghaani, a project consultant in 
his early forties, appears to have recog- 
nised the threat the crisis could pose to 
the stability of President Hussain 
Mohammad Ershad's government. He 
has set up a new Dhaka development 
authority, Rajdhani Unnayan Katari- 
pahkya (Rajuk), and is drawing up 
plans for housing projects. 

In a bid to show that this time the 
government means business, Rajuk has 
already started demolishing unau- 
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thorised buildings which have sprung up | 


in the capital. 

Over the next three vears, Ghaani 
plans to build about 15,000 flats in the 
capital for fixed-income workers, 
mainly government employees. The 
flats, which will meet just a fraction of 
the nation's housing needs, will be sold 
on easy terms with the proceeds being 

loughed back into other housing pro- 
jects. The US$150-175 million cost of 
the flats, however, will far exceed the 
government's allocated development 
plan budget so Ghaani's ministry aims 
to set up an independent housing board 
which, for the first time, would have the 
authority to borrow funds from banks 
and international funding agencies. 

The government is also considering 
experimenting with high-rise residential 
blocks in the capital because of the 
acute shortage of available land. The 
first block is likely to be a Taka 80 mil- 
lion 14-storey building of 52 flats, each 
over 1,000 ft?, for senior government of- 
ficials. 

Clearance of Dhaka's slums, how- 
ever, remains the most urgent problem. 
According to Ghaani, slum dwellers 
will be moved from the city centre to 
rehabilitation sites just beyond the 
urban sprawl. Some 3,444 housing units 
are already being built a: Ershad Nagar 
in Tongi. Families will pay Taka 200 a 
month for a small unit for 25-30 years. 

Ghaani aims to encourage private- 
sector property development. He says 
the government is prepared to provide 
firms with land at reasonable cost or 
help them acquire it so that they can 
build housing estates, townships, and 
other facilities. Foreign construction 
firms will be welcomed, preferably in 
joint ventures with local companies. 


TECHNOLOGY e 


A long way from 
the Box Brownie 


Electronics firms compete for 
slice of video-camera market 


By Bob Johnstone in Tokyo 


s the market for video cameras 

moves closer to saturation point, 
consumer-electronics companies are 
rushing to develop money-spinning re- 
placements. One promising candidate is 
a variant on the video camera which 
takes still pictures instead of moving 
ones. 

These cameras store pictures on 
magnetic discs rather than chemical 
films. At a conference which set stand- 
ards for these discs last year, 43 com- 
panies, most of them Japanese, partici- 
pated. One or two firms already have 
still video cameras on the market. The 
most recent (and most impressive) sys- 
tem to emerge comes from Sony. 

Known as the Pro Mavica, the new 
camera can record up to 50 pictures on 
one tiny (5-cm) floppy disc, and it can 
record a few seconds of sound to go with 
each picture. 

The still video camera's big advan- 
tage over conventional cameras is that 
its pictures do not have to be developed. 
The snag is that, to view them, a special 
player is needed. Slotting the disc into 
the player displays the snaps on an ordi- 
nary TV. The player also makes it easy 
to skip quickly back and forwards be- 
tween pictures, much faster than would 
be possible with, say, slides. 

Because the picture information is 
stored electronically, it is easy to send 
over the telephone. This, in fact, was 
the initial application that Sony had in 
mind when the company introduced the 
first Mavica in 1981. A photojournalist 
could send pictures to his publication's 
headquarters without the use of a spe- 
cial facsimile machine. 

But the camera was a disappoint- 
ment because it could not take pictures 
of sufficiently high quality. The reason 
for this was that the crucial component 
— a special type of vepres called a 
charge-coupled device (CCD), which 
sits in the camera's focal plane where it 
converts the incoming light into electric 
charge — was not sensitive enough for 
the job. $ 

A CCD has hundreds of rows of tiny 
photosensitive cells — and the more of 
them it has, the clearer the picture. The 
old Mavica's CCD had only 250,000 
cells; the new one packs 380,000 cells 
into the same amount of silicon. Making 
such chips is one of the most demanding 
tasks in the semiconductor business: a 
speck of dust on a single cell takes out an 
entire row, which (since it causes a 
white line to appear on the screen) 
makes the chip unusable. Production 
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 hinese leaders Deng Ni3opIE and 
Zhao Ziyang have little to be defen- 
about regarding the economy in the 
final weeks before the 13th Party Con- 
$in October. | 
eturn to near balance in the visible 
rade account in June highlighted gener- 
Illy positive economic results for the 
half of 1987. 
climbed to 15% from 11% for all 
986 — more than twice the target 
of 7% — but so far, none of the 
ptoms of serious overheating have 





d of three years of continuous de- 
which represented a cumulative 
ain of US$30 billion on the economy 
e mid-1984, according to Chinese 
ms figures. The net deficit in the 
t half was only US$2 billion, and full- 
3 ures could show a surplus. 
These results reflected the return to 
Yi moderate levels of investment and 
“growth since early 1986, 
sd stabilise import demand. 
id steel imports, for example, 
184% and 39% respectively 





sinmid-1985. > 

rt earnings have been growing 
est but mostly. steady rate since 

-1985,. helped. by gradual devalua- 

ion of the renminbi from US$1:Rmb 

2.8 to US$1:Rmb 3.20 between January 

nd: et 1965: and a one-time drop 
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Industrial-output - 


Th une trade figures marked the - 


t four months of 1987 from 


|] 10.2% growth in the first half, after a 


5 lacklustre performance last year. | ^. . 
Steel output climbed 6. eie: to 37. Te E 
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| manager in the aa a aud | 
| promotion. department of Sony's con- - 
sumer-video group, says he anticipates 
that the system will appeal initially to 
users looking for a quick way of putting | 
together presentations. For instance; à 
| department store might want to make 
an in-house promotion of the week's 
special offers. Since pictures can be 
erased and recorded.over at random, 
such: promotions. would be easy to up- 
date. 

"Unlike video, this kind of editing re- 
quires no special Skills. And, since the 
audio tracks are recorded on separate 
parts of the disc, there is no need to 
worry about leaving gaps in the sound- 
track. 

Other potential users include 
wholesalers, trading companies and 
law-enforcement agencies. Ide says he 
does not expect the system to sell more 
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PIN m i PEVIEWGRAPH by Barmy Len 
EC, increased 25. 5% in the first half of 
1987 to about US$1.28 billion. Machin- : 
ery and electronics jumped 60%. i 

The .output value s {collectively : 
owned factories was up 22.9% in the 
first half of 1987 compared with the same | 


period in 1986. With a 29.1% share of | 


total industrial output, -collectively | 
owned factories continued to be the 
largest contributors to © industrial 


growth. This was backed up by 68.2% | 


growth in the tiny (1.7% of gross indus- 
trial-output value) private and joint- 
venture sector. State-owned factories, 
though still plagued by losses, showed 


“personal electronic cameras” 
cember. Casio’s product is just the tip of 
the iceberg, the rest of which will sur- 
face at M S T PONa, be cam- 
. era indus i 






^sushita and Minolta — are 
have products ready for Photoki; a. "So, 
















: is - — the consumer market. 
company to introduce a* 
roduct will be Casio, which 
Start marketing what it calls 
in De- 








West Germany. - Ae 
The Japanese companies — in 
cular, Canon; Fuji Photo Fi 





too, is Kodak, and there is little doubt 
that the giant US company has some- 
thing up its sleeve. In June, Kodak an- 
nounced a range of new products. de- 


| signed to convert various types of image 
into still videos, and it predicted that the 
still-video industry would grow into a 
“multi-billion dollar" business over the 
next decade. l 


million tonnes, with all three major 
steel centres (Anshan in the northeast, 
Wuhan in Hubei and Baoshan near 
Shanghai) reporting output levels well 
above their mid-year targets. Produc- 
tion of sulphuric acid — which had been 





| in short supply — gained 36.895 to 4.6 


million tonnes. 

Output of coal and oil showed only 
modest levels of growth, 4.5% and 4%, 
respectively. But total generated elec- 
tricity increased 9.6?o to 235.7 billion 
kWh, despite a slight decline in hydro- 


; electric generation, indicating- further 
e from giving priority to the manu- 


cture cf power-generating equipment 
and conversion of oil- fired generating 


- B plantsto coal. 


Substantial growth was recorded for 


| consumer durables in high demand, in- 
| cluding refrigerators (up 90.7%), wash- 


_ Source: Crinese customs statistics. É ino machines (up 23.3%), cassette re- 


corders. (up 32%) and bicycles (up 
21.2%). 

Early reports suggest that the sum- 
mer harvest — which consists mostly of 
wheat, barley and peas — will be satis- 
factory, though slightly below last year’s 
record, despite unseasonable tempera- - 
tures in many growing areas this spring 
and widespread floods in recent 
months. Guangdong, Henan, Hunan, 
Hubei, Anhui and Fujian provinces are 
expected to show improvements over - 
bur there were declines in Shan- - 
dong, Hebei and Shanxi. It is still too 








| early to project results of the critical au- 
tumn harvest, however, and there is 
| concern that the: unusual weather pat- 
stems sof th year: 






may continue. 


— Robert Deits dou 
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The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 

: | original size or reduce to one-fourth original size in a 
LIS single time-saving step. Without intermediate copy- 

Be gn | to-copy procedures that can sacrifice copy quality. 

Use OZP to enlarge A5-size graphs. charts, 
ilustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta singie-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor. lets you designate 
specific sections of a document for 
copying or erasure. 

Dont let poor quality. 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 












QUADRUPLE ZOOMING POWER 


EP4107 


MINOLTA CAMERA CO. LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 






See Minolta copiers at: 














Petatng Joyo, Selangor Phone: 03-7921033 (0 lines 
Pakistan 
Karachid Phone 219338, 210146 
Philippines — Toprcs Inc. Topros Pen cor. Atok Sts. Quezon City, Mefro Manila 


Phone: 7324-21, 7TH-L3, 711-4148, 707-4 83, 71-41-85, 71-45-87, 7141-88 










Altied Equipment Lid. First Floor, Neison Chambers, 11. Chundrigar Road, G.P.O. Box 680, 


Bangladesh Brother’ intematienal Lid Nationa! Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, Singapore X Minoita Singapore (PTE) Lid. 10. Teban Gardens Crescent, Singapore 2260 
GPO. Box767 Phone: 400042, 4049298 Phone: 563-5533 
Hong Kong X Minolta Hong Kong Lid. Room 208, 2/F, Eastern Centre 1065 King's Road, Quarry Bay Toiwan Santa Office Machines Corp. TI FL, 75, Seo. 4, Nanking E. Road, Taipei 
Phone: 5-558181 s Phone: 715-5001 
india Methodex Systems Pyl Lid. 607-8 Meghdoot 94 Nehru Place, New Defhi 110019 Thailand Technical Supply Co, Lid. 186084812 Kasemrat Road, Kiongtoey, Bangkok 10:10 
Phone: 6432475, 5432476 Phone: 249-0199. 249-0294. 249-0092, 249-0959, 249-0345 
Malaysia City Marketing Sds. Bhd. Wisma Cesfel, No. 4, Jalen Kilang (51/206), 46050 Australia Océ-Australia Lid. PO. Box 196, 89 Tulip St. Cheltenham, Melb 3192 


Phone: 584-1011 
New Zegiond Viko Holdings Lid. 33 Broadway, Newmarket, PO Box 220, Auckiand 1 
Phone: 505-449 
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Japan' s financial, economic and industrial well 
being. 


Act Now And Begin Reaping The Benefits... 


on't delay! No other publication of any kind 
an match the scope and depth of information 
1'll get in every issue of the JAPAN FINAN- 
AL REPORT. Do it now while you are think- 
g about it. To subscribe simply complete the 
pecial trial subscription order form and return 
, with the indicated amount. 





APAN FINANCIAL REPORT is designed to 
elp you by providing vital information you 
eed which in the short term might save you 
me, energy and money, and in the long term 
elp in strengthening your Japanese business 
activities. 


Should the JAPAN FINANCIAL REPORT fail for 

any reason to live up to your expectations you 

may stop your subscription at any time. We'll 

promptly refund the unused portion of your 

ubscription payment. SO you see you have 
erything to gain'and nothing to Dos 


‘detriment; p dipisicing mae NNR RLY MAMMA — MAMMA. 


The Most Authoritative Newsletter Of Its Kind... 


We take great pleasure in introducing the JAPAN FINANCIAL 

REPORT, a fortnightly newsletter written and edited by Richard | 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia’s leading business/news 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified... ! 
Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
" frequent appearance of his articles in the Far Eastern Economic Review, 
> Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


{ r Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
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: ve MARKET mania has not replaced 
politics as Seoul’s favourite conversa- 
tion topic. But it is not far behind. "All 
| the secretaries and drivers and clerks in 
my. office have started putting their 
>] money into the market in the last couple 
of months,” says a banker. The market 
. has risen more than 70% this year. In 
| the two weeks following presidential 
.j candidate Roh Tae Woo's democratisa- 
- tion proposal alone the index jumped 
4 2096. 
|. One brokerage firm touted stocks 
he southeastern Cholla area, op- 
ion leader Kim Dae Jung's native 
>. The southwestern Kyongsam 
home to presidents Park Chung 
nd Chun Doo Hwan, has bene- 
-fited from state development during 
their years in power. Now, went the 
pitch from the brokers turned political 
pundits, Cholla stocks will sizzle. "They 
were pushing some real dogs," said a 
rival broker. 

Money is pouring into the market 
from banks, short-term finance com- 
‚panies and. the informal kerb market. 

-| The country is riding on a wave of 

..| liquidity, swollen by a current-account 

| surplus that totalled US$4.1 billion in 
the first half of the year — almost as 
much as all of last year. Much of that 
money is finding its way into the 
stockmarket. 
^*A broker at a South Korean securi- 
ties firm reports that one of his clients i 
gradually liquidating the Won 400 mil 













lion (US$500,000) he now has invested | 


in the kerb market, which earns interest 
. of 1.5-4% a month. That money will go 


< | into stocks. “I don't know whether this 


| ds typical, but I have had several clients 
recently who are taking their money out 


| of the curb market and putting it into | 


| the stockmarket,” says this broker. 
^] - Publishers say that more books on 
cd investments have been published during 
the past six months than in the previous 
30 years. Best-sellers are such titles as 
-| Grand Strategy for Stocks and Basic 
Knowledge of Securities Investment. 
 — *rve had three foreigners recently 
who just walked into my office with suit- 
cases stuffed with cash they wanted to 
invest in the market," says another 
"Seoul broker, who politely suggested 
hey go elsewhere. Japanese trading 
is with Seoul offices are eyeing a 
move. into the stockmarket here. A Ja- 
 panese broker tells of elderly Japanese- 
Koreans who are investing most of their 
avings in the market. An employee 
oreign bank notices large cash 
MR abroad to individual ac- 























ing legally, since direct 
i prohibited for non- 


jump on the market 
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"he rewards of good housekeepi ng 


The Ministry of Finance (MoF) an- 
nounced in mid-June that 


quiring foreigners bringing in more than 
US$50,000 to itemise their expendi- 
tures. South Koreans receiving more 


than US$30, 000 from abrcad will also” 
have to give an accounting. 


But not quite everyone is interested 
in getting into the market. The govern- 
ment keeps pushing firms to raise 
money in the equity market to wean 
them from their dependence on debt 
financing. Companies are sceptical. 
Executives point to high d:vidend pay- 


outs expected by South Korean invest- - 
ors and the habit of issuing shares not at 


earnings-related levels, but near par. 
“Why should we bother to increase 
share capital limitlessly?" asks the 
senior financial officer at one of South 
Korea's leading business groups. "The 
issuer is not in a posi- : 


a Lady 


tion to enjoy the 
booming  stockmar- 
ket." 


è THE number of 
South Korean invest- 
ors shot past the 2 mil- 
lion mark in June, up |^ 
from 1.4 million atthe | 
end of 1986. Partofthe | 

motivation to invest is 
simply the desire to 


andwagon. Some of 
he money, however, 
is coming intothe mar- 
ket from other areas 
of investment which 
have been curtailed by the TE 
Real estate has traditionally been a 
speculative investment — and quite a 
profitable one, especial: y in Seoul 
where the population has hurtled past 
the 10 million mark. Bu: prices rose 
only 4.5% in the year ended 1 April, 
after the government cracked down on 
real-estate speculation. —. 
Brokerage firms have hired women 


representatives for the first time. The 
women sell to kye — groups of half a 
| dozen housewives or business women 
who pool their savings. The kye have 


traditionally put their mcney into the 


-kerb market. Now stocks are the rage. 
This is not just pocket money, In a coun- 


try where women traditionally manage 


the family finances, and dole out an al- 
| lowance to their husbands, the kye rep- 
“resent à significant part of household 
savings. Downtown brokerage offices 
are busy with women, carrying plastic | 
bags filled with Won 10,000 notes, who 
sip endless cups of coffee and hot choco- 
late that the uniformed young broker- | 
| age ladies provide. _ 
B About the ony ting that could slow Y "cause the 
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it would |» 
check the inflow of hot money by re- | 


(SEC). The ministry restricted © sec 
buy monetary stabilisation bonds 


"swept the market in mid-July, ca 


tional method to cool the. m. 


in fast-rising shares would be- 
| gated. That set back bank and c 


of speculative activity. There has. 





Seoul stock exchange: market mania. | 


 tussling with local brokers over the de 


, ante up to the brokers. Regulatio 
| quire local investors to make 
| deposit against delivery of stock. 
-| ers are allowed three days betw: 
order and settlement and, tra 
they have used the mone y 
| period on their own accoun 


| the arrangement on fiducia 
| since if a broker went bel 
| could lose the money on 
brokers. And they did r 
! ciple of the local brokers having the 
of the money. So a deal was worked ou 
| to put the money on deposit in a ban 


l tween the local broker and the fund. 


managers, 


| stuck by the: deal wat impossible, 



















































the market down in the next ous 
mths would-be heavy-handed 1 
traint measures by the MoF or 

Securities - Exchange Commis 





ties holdings in April, raisin 
quirements and forcing insti 


stead of equities. Rumours tl 
ministry would clamp down still 


to falter. Since then, trading 
choppy, which at least has'cook : 
of government intervention. 

The authorities used one othe 





threatening that possible insider trac 





tion shares, which had been thé su b 


been an indictment for insider st 
we trading and pena 


have been. 
Inside traders ari 
from legal pür 


ment if- they return 
their profits, No: 
the SEC wants toin- 
troduce fines of up to 
Won 5 million and jai 
terms of up to thre: 
years for insider trad 
ing. What would real 
ly set the market ba 
would be a. capita 
gains tax. 0 
e DIFFERENCE: 
with foreign investo 
continue to be a prob- 
lem. The Korea-Europe Fund has beet 


posits on buying orders it is supposed 





The Eurofund's manager 


custodial account, with interest split be 


"When the time came to invest. 
fund's money, the fund managers fo 
that most brokers backed away 
agreement. Unfortunately for the f 
they. quickly learned. 
trading only. through the. brok 
















B Jose Galang in Manila 


| A surge of- optimism 
] ; has carried the Philip- 
pine economy along 
the road to recovery 
‘over the past six 
i1 months. Increased in- 
Y vestment, higher prices 
«A for key copra andsugar 
Ips, government pump-priming pro- 
ects and a construction boom has put 
he Philippines on a strong growth path 
or the first time since the early 1980s. 
It now this is threatened by the back- 
ash from the government's land-reform 
amme. Investment is in danger of 
g up, at least in the short term, as 
| landowners and urban business- 
wait for congress to thrash out de- 
f land redistribution. 
Inclusion of sugar lands in the pro- 
sed redistribution has brought major 
olitical as well as economic uncertainty 
to the countryside, which has been a 
mainspring of the economic recovery in 
the past year. A framework for the pro- 
gramme, which makes all private and 
ublic agricultural land potentially sub- 
ect to redistribution, was enacted by 
decree by President Corazon ME on 
1 July. 
H durin g the 90 days the con gress has 
been given to work out the specifics of 
the redistribution — including the maxi- 
mum area of land to be retained by the 
present: holders — businessmen again 
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retreat to the wait-and-see position which 
characterised most of the past four years, 
the investment revival could falter. 

Until. the land-reform decree, the 
prospects for continuing growth seemed 
high. In the first five months of 1987, 
projects approved by the Board of In- 
vestments (BOI) called for total equity 
of P2.02 billion (US$98.8 million), 
nearly double the investment in enter- 
prises approved during the same period 
in 1986, while new businesses registered 
with the Securities and Exchange Com- 
mission in the first half had initial paid- 
up capital of P1.58 billion, up 20. 6% 
over the figure in the same period in 
1986. But banks have now curtailed 


most financing to agricultural projects 


that may be hit if the ceiling on retention 
is set at 7 ha. 
Any major slowdown in private acti- 


vity could imperil the nascent recovery, 


which can only be sustained over the 
longer term by new investment. The 
government has already laid down a 
favourable foundation for private in- 
vestment, primarily by stimulating de- 
mand via employment-generating infra- 





Domestic demand boost: page 63 
Crop diversification: page 64 
Help begins at home: page 64 











































The Philippines turns the comer - — but roadblocks. remain. 


por for the cause 





structure and housing programmes. 

Inflation has been kept under con- 
trol despite two nationwide political 
campaigns (the constitutional plebiscite 
in February and congressional elections 
in May) which, by local tradition, in- 
volve the release of considerable new 
funds to lubricate the electoral process. 
Interest rates remain low, though they 
have started inching up owing to the re- 
cent pick-up in credit demand from in- 
dustries. In early July, the government 
also formalised an agreement with the 


country's foreign bank creditors on a 


debt-rescheduling package that should 
ease foreign-exchange pressure. - 

Until the land-reform order,. the 
economy seemed poised to gain momen- 
tum with buoyant domestic demand pro- 
viding the main stimulus. In the first 
quarter of 1987, GDP grew by 5.78% in 
real terms — the strongest year-on-year 
leap since the recession of 1983-85. The 
period saw increased consumption, 
stimulated mainly by the government's 
pump-priming activities, perking up in- 
dustrial activity. 

The pump-priming programme (in- 
volving spending on job-creating, small- 
scale infrastructure projects mainly in 
the rural areas) has already elicited fol- 
low-through support from private in- 
vestment. This supplemented the funds 
dispersed during the congressional elec- 
tions in May (with an additional injec- 














ion anticipated à 
. mént polls in November). 
Most forecasts before the land-re- 
form decree had pointed to real econo- 
mic growth of 4-6% for the full year. 
With most analysts still projecting a 
+ growth rate exceeding the average an- 
. nual population increase of 2.6%, real 


' earnings may finally rise again, a wel- 
come relief for the 56 million Filipinos 


whose standard of living fell sharply 

during the three years of economic stag- 
j nation which accompanied the political 
crisis which began in late 1983. 


It is ironic that the new uncertainties 


in rural areas have cast a shadow over 
| the short-term economic outlook. It is 
-primarily in the countryside that a quiet 
^j revolution has started firming up the 
.| foundations for an economic rebirth. In 
| many provinces, government techno- 
k crats and private-sector volunteers are 
‘organising communities and imparting 
to the villagers basic entrepreneurial 
skills that will come in handy when the 
recovery starts to touch their lives. 





Available resources in specific com- | 


munities are being identified for possi- 
bie matching with aid or investment 
plans being developed by foreign and 
domestic groups. Small-scale business 


operations are being set up in villages |.'9 
which were previously isolated from the 


mainstream because of geographical or 
economic barriers. 


L^ governments d business 
groups are actually becoming in- 
volved in the preparation of national 


economic blueprints. For instance, in | 


the government's key pump-priming 
project, the Community Employment 
and. Development Programme, the 
lowly barangays, the. smallest politi- 
| cal units in the country, are encouraged 
| to draw up small infrastructure projects 


| that will directly benefit particular vil- 





lages. Previously, projects Creamed up 
by Manila-based planning agencies 


were rammed through even :f these had 


no visible impact on local needs. 

All this has started rekindling hope 
in rural areas, which are home to some 
70% of the country's population — a 
major force that the Aquino govern- 


ment is trying to integrate again into the 


- GOING FOR GROWTH 
Rise in GNP and GDF 


2 nange ren yar arte bef 


ae Authority (May 1987 estimates). 
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Expansion of key sectors 
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HEVIEWGRAPHE by Bamy Lee and Ivan Kwong 


that period. Villegas believes r 


| half of this year may not exceed substan 


| year. Estanislao feels that, even befo 
| the land-reform decree, "so many in thi 
| private sector are still holding back 





| ready started to set forth." 


| an overall 9.9% rise in output, following: 


activity, propped up by low interest 


| dence, combined with the accelerated — 
government infrastructure programme ~ 


| shortages and price rises in certain 


| Philippines used to have a glut, had to 
| be imported to maintain the construc- ` 











































economic main 
previous. administrations’ bias 
big industries, particularly, in urba 
centres. — 

some economists, notably Bernard 
Villegas, senior vice-president of the in 
dependent think-tank Centre for Re- 
search and Communication, are con- 
vinced that this gathering enthusiasm. 
will lead to a boom in the economy in 
the next five years, yielding “the bes 
growth performance in Asean” duri 


growth rates of 6.5-6.8% a year unt 
1992 are "realistic" targets. "E 

However, others, such as Develop 
ment Bank of the Philippines chairman 
Jesus Estanislao, caution that owing t: 
"the many fiscal, monetary and forei 
exchange constraints that the econ 
still faces," growth during the secon 


tially that in the same period of las 


despite the "inspiring example tha 
many low-profile entrepreneurs [i 
areas outside Metro- Manila] have a 


In the first quarter of this vear, the 
industrial sector led the recovery with 


strong increases in gross value added by 
mining and quarrying, construction and. 
manufacturing. Private-sector building 


rates and enhanced investor confi- 


to fuel growth and even start to create © 





items. | p 
For instance, cement, of which the- 













































































ufacturing buiput was up p by 9.6% i in re- 
sponse to increased consumption. Food 
rocessors, such as industrial leader San 
Miguel Corp., reported increases in 


. the period. 
. .. The service sector also tallied a cre- 
ditable 5.6% first-quarter growth, again 
argely - Buc to construction-related 
spurts in trade, finance and housing. 
he big commercial banks, previously 
exercising such extreme caution in lend- 
ing that they were saddled with huge 
cash hoardes, now offer housing loans 
at attractive interest rates, in step with 
ie government's P4 billion lending 





yr this year. 
... Agriculture, fishery and forestry trail- 
i d in growth, with only a 1.8% gain in 
ie first quarter, after leading all other 
tors throughout much of the 1983-85 
ession. The slower growth was due to 
drought conditions in a number of 
rovinces. However, the rainy season 
nally came in June, prompting hopes 
of a more substantial advance in the sec- 
ond quarter. 
This overall buoyancy. was accom- 
panied by stable prices, declining in- 
terest rates, increased tax collections 
and a revival of investment in new en- 
: terprises. The gains were achieved de- 
_ spite persistent rumours of coups, of dis- 
.. sension within the Aquino government, 
|. of deterioration in internal security be- 





the communists in February, and of a 
continued background of noise gener- 


posed president Ferdinand Marcos. 


"b covery was the effective restoration 
of market forces resulting from the dis- 
n's trading monopolies in sugar, 
nut, grains, meat and other basic 
roducts and services. In the coconut 
ector, for instance, coconut-product 
farm prices have gone up despite in- 


lifting of the export ban-on copra (dried 


to P4 early in the year. The price re- 
flects the continued strength of coconut- 
il prices on the world market owing to 

icipated adverse effects of the recent 
ought on local production. According 









ranslates into some P 10 billion in 


hand, sugar has also stayed above P300 


àn industry on which up to 5 million 
peo le depend for a livelihood. . ; 


tives must take up the running. Schemes 
» further stimulate demand, such as the 
tructure | ane housing pro. 


sales volumes of around 20-30% during - 


programme for private house building | 


cause of the collapse of peace talks with. 


. fundamental element in the re- | 


ntling of the previous administra- | 


creased production resulting from the 


coconut meat). The price of copra was | 
above P6 a kg at mid-year, compared 


o one estimate, the improved copra | 


tothe 18 million people i in the | 
roducing areas. On the other 


a picul (63°25 kg), making viable again 


l'o sustain these gains, private initia- 


ment. "There a are “Tndicaons x that the. 
previous 1983 peak in housing units built | 


will be exceeded this vear. Private bank- 
ers estimate that the housing market could. 
reach P 8-9 billion this year. Government 
planners hope that benefits from these 
will trickle through to related industries 
to further fuel the recovery. — 
But there is room for far more invest- 


ment, wen that i in the first quarter capi- 



























PHILIPPINES: 
INVESTORS RETURN 
(Approved e Gi y investments) - 


oe (P million) _- 


: — 
1983 1984 1985 196 Mon Mor Ja Mar 


From Viandes investors. Fromforeign TL PPM. 


E Famine reyes projects — 


ated by the so-called loyalists of de- |.- 


$986 1987 
Source: Central Bank of the Pnibpines. 


PRICES IN CHECK 


(Change from year earlier) 


i 596. "s GDP € e 
some 2396 over the dares level. 
Trade and Industry: Secretary Jose Con- 
ception believes that new incentives in 
the Omnibus Investment Code, signed 
-into law by Aquino in July, will make 
the Philippines more attractive to in- 
vestors than its Asean neighbours. The 


m- | incentives range from tax and duty |. 


anti-dumping protection and guaran- 
tees against government competition. 
Critics of the incentives packagce 
however, warn that the measures wil 
result in revenue losses for the govern- 
ment and that its administration will be 


a new breeding ground for graft, given 


that it enables bureaucrats to dispense 
valuable benefits to selected com- 
panies. There are also fears that in in- 
creasingly protectionist foreign mar- 
kets, the incentives could expose ex- 
ports to demands for countervailing | 
duties to offset “unfair” subsidies. 
. One comforting trend in the 


E Əliti- 
cally sensitive labour sector was tł 


e de- 


-cline in the number of strikes staged 


during the first half, accompanied byan 
increase in job opportunities. In Metro- 
Manila, for instance, the number of 
workers involved in strikes fell to about 
48,500 from 110,840 the year before. 

The number of workers laid off by their 


employers totalled 8,160, compared to 





the peak of some 30,000 in the 
of 1984 when the recession | | 
deepest. The Department. of. Labour 
and Employment also reported a 2395 
increase in local job opportunities, and 

a 17% increase in overseas placements. 

. Whether these will reassure the 
labour sector remains uncertain. In re- 
cent months, a new wave of unrest has 
been felt in industria! firms around 
Metro-Manila. This became more pro- 
nounced after the government failed to 
legislate wage increases that workers 
had expected from 1 May. For instance, 

in Laguna province just south of Manila, 
businessmen have expressed fears over 
the high incidence of strikes led by 
unions. “described as influenced by leftist 
groups. In Cebu, the second-largest 
city, there is reportedly one strike every 
three days. — 

.. Labour unrest could be affected by | 
the expected acceleration of price. in- 
creases after adjustments in fuel prices 
in August. Already, food prices have 


irst half 





. gone up sharply as a result of shortages. 


in poultry products owing to a strike at 
General Milling Corp., which supplies a . 
third of Metro-Manila’s poultry-product 
requirements. In the first six months, | 
overall inflation averaged 1.0895, as 
against 2.4% in the first half of 1986. — 
The “grand entry" of foreign equity . 

in loca: industries is still to materialise. | 
In the first quarter, foreign equity ap- — 
proved by the BOI in preferred areas of 
investment amounted. to some: 2341.4 
million, down 28.996 from the compara- 


.| ble 1986 mark. Increased inyestments, 


however, were made b businessmen 2! 
from Hongkong, South Korea and | 
Taiwan.. Japanese investments ac- — 
counted for 24.7% of total equity ap- 
proved during the period, while US cap- 
ital represented 12.3%. 

The government's focus on lifting 
rural living standards will guide new 
dustries to the COMUNE. In loca! 






sites for prospective opera 
ors will be attracted by availabl ; 
sources and the quality of workers 


skills. The provinces around Metro- 


Manila are expected to interest light- 


manufacturing industries owing to their 


proximity to vital facilities and the rela- 
tively competitive overall costs of oper- 
ation. Labour-intensi enterprises are 
expected to look farther afield. E 
The major investments, it is expect- 

ed, will be in agro-based industries, par- 
ticularly in the processing of locally 
grown crops. These ndustries can aim 
to supply both the growing domestic 
market and export markets. The coastal 
| provinces should be favourable sites for 
-| aquaculture, given the success already 
SCi ‘ entrepreneurs in this new in- 

Ni Occidental and some 
nces es along the western coast of 























mong Pino: öres 


circuits have been the country’s leading 

_| export products in value terms since 
-[:1983. Since. May, one of the major 
. semiconductor assemblers in the coun- 
try, Fairchild Semiconductor Cótp., 

` been quietly testing a new wafer-fa 

| cation facility at the Mactan export-pro 
-| - cessing zone in Cebu. The plan 
| duled for formal inauguration in : 
tember. Semiconductor exports in 1 











ports last year. 
Garments, 

; ‘tional exports with bullish prospects, re- 
8 puer strong gains in the first quarter. 
|; But the implementation. of an import- 
‘| surveillance system since April caused a 

"downturn, with some producers claim- 


2 ing that the system had delayed arrivals. 


of raw materials. The inspection agency 


he passed the blame to foreign suppliers’ - 
refusal. to cooperate with the new po- | 






'| icy. Whatever the reason, the scheme is 


ae lent customs declarations. p 
. Further increases are projected 









fixtures, footwear and leather goods, 
fresh and frozen processed food, and 


-| gifts and houseware items. In the dec- 


e ade to 1985, the share of non-tradi- 










earnings has grown from 25% to 73%, 


| traditional exports (sugar, 
|: lumber and copper). 

But before these increases in exports 
| = and the investment that will be 
: needed & piene d them — the govern- 


coconut, 
















nfidence.that the divisions 
QUE. rahe | e 
causing. 








industries | 
AP semiconductor manufactures ap- | 
pear ready to move towards a higher - 

plane. Semiconductors and integrated 


| ment organisations have also 
de organised teams to moniter 
| the 






p^ 
reached US$523.4 million while'elec- | ° 
tronic microcircuits earned US$242.9 |.p 
million, fora combined 15.8% of all ex- 

d costing a total 23.4 billion, 
among the non-trádi- | 
| weeks to four months, de- 


|..project. 
| semi-skilled 


| for semi-skilled jobs limited 


by 
| government in earnings from other non- | 
"traditional exports such as furniture and: 


reversing the previous dependence on 





 |The Philippine Gov- 
| ernment allocated 
| P3.9 billion for the 


munity Employment 
"X and 
_ Programme (CEDP) 


The CEDP is the goverrment’s tool 
for increasing domestic demand in the 


economy. The programme ee 


labour-intensive projects, mainly i 


"rural areas, including the construction 


of feeder roads, provision o? rural water 


supplies, reafforestation and seed pro- 


duction and distribution. 


An inter-agency committee, chaired 
| by the state policymaking National Eco- 
| nomic and Development Authority, 
| was created to coordinate and monitor 


the implementation of the 
programme. — Non-goverr- 





progress of projects and- 
have. been reporting sus- 
ected anomalies in some of 
them. | | 

In. 1986, the CEDP re- 
| that 615,228 new jobs 
created in projects 





wer 
the jobs lasting from two 


pending on the scope of the 
Both skilled and 
labourers are 
employed, with recruitment. 


to the area where the project 
is located. In some projects, | 
some jobs have been broken 1 up into 


d eo weekly shifts in order to further spread 
| aimed at curbing capital flight which is 1: 
|" the result of false invoicing and fraudu- | 


the benefits. 


"The effectiveness of this year's pro- 
| jects has come under fire, however. 


ublic Works and Highways Secretary 


‘Vicente Jayme reported in late June 
| that there was a “low performance rate” 
| on-CEDP projects. Of some 25,000 


small-infrastructure works slated under 
the scheme this year, only about 30% 


| have been completed. This was attri- 
tional items to the country's total export - 


buted to the scarcity of certain construc- 


tion materials in the first half of the 
| year; delays in the release of funds and 
| the ban on public-works projects in the 
| 4S-days before the 11 May elections. 
"The original government target was for 


60% of the programme to be completed 


! í in the first sıx months. 
repair the damage to |. 


"Accelerated implementation of the 


programme during the remainder of the 
form programme ?ü | year is necessary if the goal of creating 


E 1 million jene mh the pnd of 1987 is is. |. 





receives a push 


| launching of the Com- | 
Development 


| Plisi iin the second half of | 
1986. For 1987 total outlays will reach 
P8.6 billion, of which 64% is for infra- | 
Structure projects. 


ahead of the November local electior 
lems, residents say they have bro gi 


. stance, newly constructed feeder roat 





| the projects appears to be reducing 
damage. While some of the reports. 


gerated or based on incorrect inform 


which oversee the local impler it 


economic Factors. The. lee 
















































to be attained. But the second half of 
the year is the rainy season, durir 
which an average of 20 ty hoo sc 
through the country, inevitably d rup 
ing normal working patterns. Furt 
delays will also come from anothet 

on government infrastructure pro 





In areas where CEDP projects. 
been completed without major [ 


benefits to the local community. In à 
mote town in southern Tagalog, for 


now help farmers market their 
crop harvests. In Batangas province 
which does not have serious unemplo 
ment problems, the CEDP programme 
provided “cash-flow” benefits, accord- 
ing to governor Jose Laurel V. | 
Batangas was one of five pilot are: 
where the CEDP was launched in 19 
and | the results in the province hài 
-= been the most dramatic, a 
| cording to national coo 
| dinators of the programr 
The projects improved. 
| prospects of recently for 
| farm cooperatives in the pre 
vince, Laurelsays. — ^^ 
| According to a May stati 
report on the CEDP, the most - 
common complaints made 
about projects involved ques- 
tionable bidding procedures; 
| the low quality of materials - 
and of workmanship; uncom- 
pleted projects, anc even the : 
| creation of "ghost pr Mp iini * 
i| In some provinces in Central - 
Luzon, local officials com- 
plain that the CEDP is in 
danger of becoming "just one 
- big waste of public money." 
Previous administrations also a 
tempted to boost the economy's pe 
formance by introducing CEDP-ty 
programmes. Most of these resulted: 
huge fund wastage. In the case of th 
current programme, the participation 
private volunteers in the monitoring 








anomalies have been found to be exag- 


tion, the government is pushing f: 
closer cooperation between the volu. 
teers and the CEDP. : 

President Aquino plans to appoii 
members of her cabinet to head each o 
the regional development councils 


of CEDP projects. In m 
local" councils, political : 
have tended to take prec 



















































| dental was one of the 
most depressed pro- 
| vinces in the Philip- 
.| pines. It was econom- 
“=i ically dependent on 
X only one commodity, 

= | að sugar, which at the 
ime was selling for only about 25% of 
what it cost to produce. Many families 
dhe ure areas were goin g nee and 


But in Heo 1986 the "people- 
ower”. rebellion that brought Cora- 
ne - Aquino to power heralded a 
ansformatiom for the pro- 
nce. Under a new provin- 
cial administration, Negros 
¿entrepreneurs diversified 
into other crops, moved into 
“new businesses — most nota- 
bly prawn farming — and 
i started planning new indus- 
tries. 
> The subsequent revival 
4n the Negros economy is 
"reflected in a 40% increase 
- in beer sales in the first quar- 
eter, 30% growth in soft- 
drink consumption, and a 
-20% rise in the volume of 
cargo and 15% increase in 
passenger traffic carried by 
the province's shipping firm, 
"Negros Navigation, Plans for 
development of a prawn- 
"processing industry and the introduc- 
tion of new crops are being finalised. 
^ Negros Occidental governor Daniel 
;Lacson told the REVIEW that such 
growth rates indicated the revival was 
benefiting the entire community. "The 
money is going to the bs ros] coun- 
. tryside alreadv," he said. "If the money 
had been confined to 10% or 15% of so- 
ciety, I don't think we would get these 
. growth rates." 
. Lacson says it is "strong private-sec- 
tor support" that has provided the 
‘momentum to turn the province's econ- 
omy around. Having learned the bitter 
lessons of rely:ng on a one-crop econ- 
 omy, landowners started diversifying. 
Prawn farming. which has proved highly 
profitable, has spread rapidly to many 
"farms near the island's coastline. 
<< Fhe  sugar-crop crisis has also 
wrought a transformation in the descen- 
. dants of rich landowners, once notori- 
ous for their frivolous. lifestyles. They 
are becoming actively involved in vol- 
unteer organisations which are atfempt- 
ing to introduce new forms of livelihood 
- toremote villages. 
- To a lesser degree, a government 


























ze" In 1985 Negros Occi- : 


“programme to boost the economy 


through the creation. of small-scale 
infrastructure projects and increases in 
government workers’ wages, and aid 
programmes (various feeding program- 


mes now benefit 100,000 children) have 


also contributed to the improved condi- 
tions in the province. Projects involving 
the. construction of roads and bridges 
worth P24 million (US$1.17 million) 
have already created 50,000 jobs. 

The sweeping land-reform decree is- 
sued by Aquino, has, however, damp- 
ened the previous mood of optimism in 
Negros as it covers all types of agricul- 
tural land, including sugar and aquacul- 
ture farms which are vital to the pro- 
vince. The reforms drew an angry reac- 





taken out during. the sugar crisis. A 





t for crop. loans 





minority of landowners have formed a ^ 
secessionist movement and threaten t 


declare "independence" if the land-re- 


form programme results in the "confis- 
cation" of their lands. | 

Other than the land-reform pro- 
gramme, the subject that excites most 


interest in the province is prawn farm- 


ing. There are already some 1,200 ha of 
prawn farms, with more than 50 ha 


being added each month. There are. esti- 


mates that eventually up to 5,000 ha | 
could be devoted to prawn farming. 
Total investment so far is estimated to 
be P 1 billion. 


his has sent land values soaring from 
. E about P10-30,000 per ha two years 
ago, when businessmen were selling in 
desperation and moving elsewhere, to 
P150,000 per ha today. 
Development costs hover 
around P200,000 per ha and 
working capital for buying 
fry, feeding and electricity 
consumption for security at 
night, runs up to some 
P125-250,000 per ha. Last 
summer, while contractors 
in Manila were complaining 
that cement at p55 for a 40- 
kg bag was “expensive,” 
Negros landowners con- 
-structing prawn ponds were 
. queueing up to pay more than 
#70 a bag. And there were 
no complaints, just as long as 
supplies were available. 
Prawn farmers are willing 
to pay such prices with good 































































of about P1 million just 
nancial crisis of 1983- 85 sent int 
rates soaring — on sugar loans the ii 
terest reached a peak of 36%. Led 
also has other high-value crops. —— 
Over the past two years, many other 
farms have shifted to other crops. There 
are now about 30 ramie varieties being 
He found the crop suitable to the | studied in the First Farmers Cooper 
farm's heavy clay soil. After 16 months, | tive area, north of Bacolod City, in pr 


has an arable area of 140 ha, most of it 

the area planted to rice has expanded to | paration for a proposed proce 
i 
| 


planted to sugarcane. In 1984, while 
everybody else was quibbling over low 
sugar prices and delays in payments by 
the then  sugar-trading monopoly, 
the National Sugar Trading Corp. 
(Nasutra), Ledesma planted 1 ha of the 
family property to rice. 


| i Sa t even with asurvi- 
val rate of only 0% for the fry, net pro- 
fits still average some P 20,000 per ha. 
Prawns are harvested after four 
. months. For those involved in sugar- 
i: Cane planting, on the other hand, pro- 
| fits come to only about P3, 000 per 
ha and cane is harvested only after 
nine months. Philippine prawn ex- 
porís, mainly to Taiwan, reached 
US$43 million in the first four months 
_ of this year, up 34% from the year-ago 
| level. 
! . Not. everyone, however, is impress- 
d by the contribution of prawn farming 
 to.the Negros economy. For instance, 
| prawn farms employ only one worker 
^ ,after initial development and 
paration activities are com- 
‘Also, profits from prawn farm- 
'€ not necessarily being ploughed 
T c into new prawn projects. Neither, 
| according to local residents, has any 
| major new industry been 7 
5| started in the province from 
| the profits being made by the 
prawn farmers. The boom 
has, however, attracted in- 
vestment into the provision 
| Of feedstuffs needed for 
aquaculture. 

Although the boom in 
prawn farming has captured 
the spotlight, it is by no 
" means the only success story. 
-In Silay City, in northern 
Negros, Romeo Ledesma new opportunities for th 
manages a farm that has | | | poor in Negros is the provi 
p EORR x a |f . [> | Large planters «above 50 ha) — | cialadministration's In-Hand 
model for crop diversifica- | ; 3 "e m am 4 Negros. Its main objective is 
uon. The farm, owned by |; = sd amd aed Sen: e NT E edi aplovinent for 
the Ledesma family-owned Nro lat Smail pianters fess than 10 -: NN E people in depressed areas 
Lonoy Agricultural Corp., | See ! ERNST a ES uam them to. .develo 















55 ha. The average yield is a high 130- | plant. The group is also planning pr 

200 cavans of 50 kg each) per ha. By June | cessing plants for prawns, chicken anc 
1985 the farm had acquired its own rice | vegetables, a feed mill for poultry ar 
mill, with a capacity of 8cavansan hour. | pigs and another for aquaculture. | 





All these projects, according . 
. Rafael Coscolluela, of the Confeder 
tion of Sugar Associations, are linked 
existing sugar mills in the area. 
processing and feed plants, wil 
their power requirements from 
sugar mills, which currently have exc 
supplies because of low mill utilisa Ol 
Sugarcane tops will be use 
as raw material for the. feed 
mills. 
| “It is pipi ther : 
| fore, that the ar 1 
Survive," Cos a! 
He cited the aise! land- 
reform programme . that 
could reduce farm sizes dras- 
^ tically as the most formida- 
ble problem for the industi 
Among organisations 
concerned with providing 


Ithough his yield from. sugarcane 

was 180-200 piculs (cf 63.25 kg 
each) per ha, compared tc a national 
_average of 80-90, Ledesma slowly 
moved into other crops as well. The 
farm's sugarcane operations remain via- 
ble because the family paid its crop loan 
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manager, N Millie Kilio. are ^s 
aged "to negotiate with buyers | 
creditors; We teach them not to trea 
[In-Hand, which owns the prime c 
tract fo: e jobs being. farmed out 
their masters," which is how they tr 
their landlords. d 
| The training, Kilayko' says, isd 
| signed to Apure the groups for nego 
ations with industries that may want to 
set up in Negros in the future. In the 
| NAE S n a national scale, | past, local workers have mainly been i 
e Riza PEC TE pe "sud terms of trade —— volved with agriculture, so initially tł 
have coordinated with PE s of AK he past decade have been ad- ^ groups have difficulty in producir 
i ‘ PA ffected b y increas ~a] work of a high enough quality. But pr 














































n | re- i iputs and declines in prices of =| gress can be rapid, as was démonstrate 
s of og" the stin . : T i products. In th ro- | by an In-Hand project producir 
j held. That, confer- -addet 2 Christmas lanterns. At the start of 
P20 a week, but as hey learned ne 
skills this went up to P 100 Waday. : 



















































By Hamish McDonald in Sydney 


| fter several years of rapid expan- 
“A sion, the Australian coal industry 
hàs met difficult times. Mining company 
efforts to retain profitability have 
brought Prime Minister Bob Hawke the 
lost severe test of his ability to keep 
ikes from harming exports. 
n the back of huge investments 
mitted shortly after the 1979 oil- 
rice rise, Australian coal exports have 
ed year by year, to nearly 96 million 
ies in the year to June. This earned 
? billion (US$3.7 billion), some 
of total Australian exports. With 
its share of world seaborne coal trade 
ising from 24% in 1982 to 35% this 
year, 
ihe world's biggest exporter. 
= Even so, this has not proved any- 
hing like a controlling share. Supply 
has also increased in western Canada, 
while embargoes in Europe have di- 
verted huge shipments of low-cost 
South African coal to industrial Asia. 
Still coming on stream are big mines in 
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A HOTEL LOTTE 


profits. 


Australia has replaced the US as. 


China, Columbia, and Indonesia where Je 


* Downin location 
a E ay. 22 restaurants & bars zd 
EP Coa oa Ta. Asia's most luxurious heath club. id 
A 2 NM = e * Adjacent shopping and Hun free 


without prof 


The leat goes out off Australia' S coal industry 


foreign-exchange earnings 
take priority over mine 


Growth in demand has 
lagged behind the bullish 
forecasts made in 1980, 
particularly for steaming 
coal in^ Japan. From 
about 1984, prices steadied 
and then fell in annual con- 
tract negotiations. For 
most Australian produc- 
ers, however, the collapse 
of the Australian doilar 
in early 1985 was fortu- |; 
nate, as most contracts. || 
were written in US dollars. 
The fall in international 
shipping rates also help- 
ed Australian. companies ' 
reach more distant markets in Europe. 
Export volumes and local carpings kept 
rising. 

The seam of good luck ran out last 
August. The Australian dollar started 


rising from around 60 US cents to 72 US 


Excellence is ‘Style 








| Hawke: severe test. 


At Hotel Lotte 
There's one common link. _ 
It's reliability. Knowing that your messages are waiting for you. That 





ents bv the f the randal, year this 
June. The: ; for the Japanese 1987 con- 
tract year starting in April, miners con- 
ceded steel companies a cut of 10% in 
the US dollar price for coking coal, and 
power utilities an 8% cut. The rise in the 
Australian dollar increased the cut to 
nearly 20% in local earnings. 

The large open-cut 
mines of central Queens- 
land, opened since the mid- 
1970s, are generally effi- 
cient enough to ride out the 
recession. Many of the 





a nest-egg before settling 
somewhere more pleasant. 
In New South Wales, much 
of the coal mining is under- 
ground and the industry 
goes back several genera- 
tions in picturesque little 
towns carrying Welsh and 
northern English names. 
Miners have a fierce pride 
in improved working con- 
ditions won in strikes 
and lockouts by their 
forebears. 

While earnings were good, com- 
panies found it easier to give in to 
demands for higher pay and tolerate 
manning practices carried over from 
less capital-intensive days. On top of 
award wages of about A$550 a week, 

















the telexes went out immediately. And that a competent staff are at 


your beck and call. 







p Horis doa : l 


It's no wonder Hote! Lotte is such a popular choice PE T | 
ic. men. Because our reliability is just one part of our commitment to 
bm excellence. Our pursuit to excellence reflects i in everything 
II wedo, rightdowntothesmallestdetail . 
M «So that your stay with us will be the most comfortable 
and luxurious imaginable. i 


Member i in Seoul Korea 


KS bois 


pier Kota Phone (02) 77140, Th: LOTTEHO Kotstsi4/6 “$ Fax: seu meme Cable: HOTELOTTE For Reservations: New York: SON SM Tol Tros wozior 





ARGAE co 


workforce are there tosave | 











produce 


three times average earnings. Travelling 
time.and breaks took up much of the 
spift underground. In surface mines, two 

| or.three men are assigned to a dragline 
| that needs only one man to operate it. 
With this year's Japanese 

| contract settlements, a grim- 
| mer reality has invaded the 
mining towns in the past few 
$ as, probably without 
ptio the state aoe min- 













te's "80 mines "awe. 
i. In others, companies 
cut: wor force numbers 


| Over-a ard. payments - “and 

l : elimination of inefficient work- 

uk ing patterns. — — 

| . In the more isolated mines 

T on the New South Wales south 

|- coast and in the mountain val- 
leys west of Sydney, miners 
have taken cuts of A$200 a 
week in their bonus and agreed 
to redundancies to keep their 


mines and communities alive. But early | 
. national 
which. they claimed could exact better 
prices from centralised Japanese indus- 


in July when mining companies began 


the same moves in the closely mined — 
Hunter Valley, they struck a militant | 


nerve. 
The state's largest producer, Coal 


2 million German ! 









What is so extraordinary ? | 


No other lottery in the world offers such a 

- ^ | high total prize money at such high win- 
| ning chances. Nearly every 2nd ticket 
. number wins - with state guarantee! 





f How can | play? 


Fill in the adjacent Lucky Coupon. You 
yourself decide on the amount of your sta- 
kes. With a whole (1/1) ticket you have the 
right to the total prize amount of up to 2 
^..i million Marks, with a half (1/2) ticket up to 
$. 1 million... The higher your fraction of 
the ticket is, the highervour win. The more 
| tickets you play, the higher your chances of 
winning will be! Onelottery game consists 
of 6 classes, lastingó months. By paying for 
one class you have winning chances for at 

least 4 weekly draws.. | 









were. pania adding up to about | 
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of your win automatically and under strictsecrecy. You will 
receive the official lottery schedule, a depcsit certificate and 
after each class automatically the list of winning numbers. 
Your win istax-free (in W, Germany) and is paid out with no 
further deductions, 


| What guarantee can vou give me? 


| and Allied Industries, found all 3,000. 


miners at its 11 mines walking off 
the job on 20 July, and sympathe- 
tic waterfront unions stopped ships 
being loaded in the nearby port of New- 
castle. 

Threatening a national coal strike, 


Coal mine worker: : jobs threat threatened. 


mining unions revived derrande for a 


coal-marketing authority, 


try buying cartels than do individual 
company negotiators. 





Practically every second ticket number wins, at a total prize 

amount of over 405 million German Marks - state guaran- 
teed. You donot pav your stakes until afterreceiptofthe lot- 
tery documents. 
As a state lottery collector we are under supervision by the 
authorities, who check that all business transactions and 

_ the payment of wins are correct and complete! "Thisi isyour.- 
guarantee! 
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By agreeing call a confer 
unions and mine owners, ot tf 
unions to suspend the threatened r ni 
tional strike. i 
The idea of a central marketin 
authority has aroused little enthu- 
siasm and much opposition in Canberr 
(and industry analyst Ian Story of 
stockbrokers B. Z. W. Meares sa 
no one has got a better price for stear 
ing coal out of Japan than the Austr 
lians). 
. But Hawke has entertained the di 
of a new body to supervise the rest 
turing of the industry, which co 
soften clumsy management styles 
provide a path of retreat for tt 
unions. 
It could also bring a certain amo 
of pressure on to state rail and port a 
thorities to reduce handling charg 
which are widely believed to include 
large profit margin. 
This would be little than cosme: 
to. the. harsh processes now under 
way, which seem likely to cost at least 
2,000 of the state's 19,000 coal- -mining 
o u^. CU od d 
“What the Australian coal industry 
needs is to lose 20% of capacity,” said 
one company chief. “It really is an em- 
battled position that we and the men a 
in. Certainly the men understand it, 
though, collectively, they rebel against 
it as much as they can. ü 















A 250. m - 







Please send to: 
State Lottery Collector SCHINDLER 
D-6900 Heidelberg - Lessingstrasse 24 
For the next round of the SÜDDEUTSCHE 
KLASSENLOTTERIE: please send me: 



























DM . 
DM X 


f i 
L MI ticket(s) at DM 144,- per class 
p f Di 

i 1/2 ticket(s) at DM. 72,- per class 
i 1/4 ticket(s) at DM 36, per class DM i | 
L] 1/8 ticket(s) at DM 18-perclass DM — — 

sree ie costs and winning lists per class. — 
$ After teceipt of my deposit certificate for class 1, I will pay 

_ithe whole lottery game 

mI game =.6 classes, class price x 6} 

(jor in 6 installments, before each e lass 
D» internat. pet e dii [.. .i by Euro-cheque 
NI Ci by Pavel ller-cheque. 
valid only where legal. Not available to residents of 


Surname/Christian name- 





Street/ Number . = 


 Town/ Fence | 







By John Mulcahy in Hongkong 
yur months after buying his first 
take in Hongkong and Shanghai 
tels (HSH), and after some of the 
t acrimonious mud-slinging in the 
erritory's corporate history (SHROFF, 
une), Joseph Lau has emerged with 
mall profit, claiming victory. In all, 
associate Evergo Industrial Enter- 
prise and its subsidiary China Entertain- 
wnt and Land- Investment (CELI) 
ave exited with cash in excess of 
$2.2 billion (US$282.05 million) and 
ombini eli of HK$1 36 million. 


















Ip raises d temperatures: throughout 
n kong, with traditional alliances 
rved and others established as the 
gpressive young financier took on the 
ld. money. For the Kadoorie family, 
o had controlled the hotel and prop- 
y , group from a minority stake of 





saga éxposed some serious management 
weaknesses, and a lesson to others in 
the Hongkong establishment that no- 
thing is sacred. 

.. Not least of the concerns that might 
be apposite among groups with vulnera- 
ble control is that Lau again has re- 
80 ces approaching. HK$2.5 billion 


nich company owners have re- 
heir personal holdings in Hong- 





Poner has € to levels inviting 










f ‘ine the ieee eae a Du had 


| ST 25m 
(US$16.8m) - 













. | —Y20.58b 
-(US$137.7m). 


: he Kadoories protect their interests —ata cost 


"und 20% until Lau came along, the — 


nd: petite for action. After several 


-buy assets abroad, control in | 
[25.7% of HSH will 
- | parked. Another 9.3% 
“been sold to Hongkong 
rV: TKM Far East. : 
.. A Kadoorie vehicle, ‘International 
n | Trade.and Investment (ITI) has an. 
option over the shares held by Kincross - 
and IKM, enablin gi it to force the sale le of. 





the Kadoorie family scrambling for a 







| strategy. Lau, with a reputation for 
ruthlessness, faced the might of the es- 
| tablishment, 


appearing frequently as 
the stronger of the protagonists. 
= In the end, Hongkong Bank ap- 


peared on the scene as the referee, and 
| on the side of the Kadoories, in contrast 
récent 





to comparable. manoeuvres . 


years, where the bank has supported 


emerging local entrepreneurs in their. 


bid to wrest assets from old- British 
houses. One explanation for the bank's 


standpoint could be the presence of 
. Citicorp and Standard Chartered as ad- 


viser and banker respectively to Lau — 


an explanation for their absence from à 
consortium formed to provide the Ka- 
doories with a form of bridging finance. 

The deal thrashed out between Lau - 


and the Kadoories sees the raider off at 


an average price of HK$65 a share, ap- _ 
portioned to ensure that both Evergo- 


and CELI show a profit. CELI paid only 
HK$53 a share for its original 2095, ac- 
qu from former HSH.: chairman 

avid Liang, but Evergo was the vehi- 
cle used for later purchases in the mar- 
ket, at prices up to HK$78 a share. 


A corium. of Schroders” “Asia; 


Hang Seng Bank, Midland Fi-- 
|. nance, Samuel Montagu and Bank of 
East Asia have incorporated an invest- 


Kincross, in which 


effec ively 


ment company, 








COMPANY 







| HK$381.42m 
(US$48.9m) 


(see 6m) Y. 


of HSH has 
Bank's sub- : 









































Honbko: =a s 35% e point, which 





would force on the family a genergl 
offer to HSH shareholders at the high- 


est price paid in the preceding six 


months. The banks' involvement will 
end on 30 October, the date of their call. | 
option, and if by then the Kadooriesare. | 
forced to bid, it would be at the highest - 
pricé paid for shares between the end of 
April and the end of October. | 
While the Kadoories, through ITI, 
have control over the destiny of the | 
shares held by the banks, to the point _ 


| where they will make good any loss the 
Syndicate may suffer on sales to third 
parties, 
. Takeovers and Mergers agreed the par- | 
ties were not acting in concert. If the | 


Hongkong's Committee on 


Kadoories are forced to buy in the 
shares, however, they would be obliged 


to make a general offer. A question, 


the answer to which should determine 


whether the parties are acting in con- - 
cert, is whether the banks are able to | 


sell their HSH shares without reference 
and indeed authority from the Kadoo-. 
ries. 
On the first day of trading after the 
announcement, HSH rose HK$1.50 to. 
HK$64.50 on volume of 58,602 shares. — 
On day two it fell back to HK$64 on 
even lighter volume. 
The Kadoories will aug d be 
encouraged by. a. price approaching 
below which they face almost 
sation: to. the 





costs in compen 


"banks. A. factor that: could upset any 


hopes of ati advance in the HSH price is 


othe overhang of shares held.by Lai Sun 
Garment Co.. 

HSH, a stake too small to threaten con- 
trol but large enough to exercise influ- 
'enceif it holds the balance of power. 





» Lai Sun holds 1095.of 





. For Lau, an end to the HSH saga 


fresh targets. "For the Kadooties;: ihe 


viui cost of protecting what they felt to 


Net i is before extraordinary gains HK$245m v VS HK$3. Sm 
previously. 


Extraordinary items were ni vs gains of HK$417m 
previously. 


Extraordinary gains were A$10.4m vs S A$16. 5m bos Good 
resultS were due to a new fleet, increased. tourism to 
| Australia, decline in local dollar and fuel price. . 


Loss contrasts with previous profit of ¥6.85b, 


Net loss contrasts with previous profit of ¥18.49b. 






per S$1 share. 
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rown may yet prove excessive. 

















ced a one-for-10 rights issue at S$4.50. 



































By Hamish McDonald in Sydney 


fter building Elders IXL into Aus- 
tralia's largest conglomerate on the 
argument that "synergy" created great- 












John Elliott has now put the process 
into reverse — arguing that Elders’ brew- 


estments will total more splitup. 
agreement in principle to a break-up of 


the group's estimated A$11 billion 
US$7.7 billion) assets into five listed 





could still: make a massive call on Aus- 


Robert Holmes 4 Court’s siege of th 
Broken Hill Proprietary Co. (BHP), 


which Elders stalemated in April. 1986, 


f by a cross-investment with BHP. 
>, The plan sees the brewing . assets 
(Carlton and Unite 
in Australia, Courage in Bi 
Carling O' Keefe 
| a newly listed Elders Brewing Group, 
“| probably domiciled in Britain where 
"about 70% of beer revenue is derived 












and where the 34% corporate-tax rates 


13 points lower than in Australia. 
The highly. .profitable.. merchant 
banks would be placed under a listed El- 





ders Finance Group, which may also | 


shift its base overseas. The rural com- 
modity-handling. and 


trading operations would come under a | 
« listed Elders Agribusiness Group, re- 
maining in Australia. In addition, the - 


M EFFECTIVE EXCHANGE RATE 


~ Hongkong - 











1983 1984 1985 1986 


Elders p Li is broken up jinto fi " listed companies 


er output than the sum of separate oper- |. 
ations, chairman and chief executive | 
- ing, finance, commodity and other in- 


Elliott announced on 27 July board 


gompanies. While Eliott said this was. 
not primarily intended to raise capital, it 


tralian sharemarkets — some analysts | 
=] feel with depressing effects. The move | 
could also be prelude to resolution of. 










ate iip r CUB E E 


Canada) lacedwith ho 


firm. 
Cruciàl to the manoeuvre fios Been 
| listed - 
- *cashbox" rapidly built up by certain EL 


international- 


group already has 48.276 of separately 


listed Elders Resources — but it 1s un- 
clear whether this will be retained. 


The 18.6% of BHP that Elders 
bought last April for A$1.7 billion (now 
worth about A$3 billion) would also be 


floated into another compzny, in which 
Elders would sell down :o less than 
50%, and thus reap much of its capital 


profit. Eliott said shares in the new 


-company would have additional value 


over a simple direct BHP shareholding, 


but would not explain how. 


The existing Elders IXL will become 


group holding company, retaining 60- |- 
1 7096 of the offshoots. Shares will be al- | : 
located to existing shareholders, but it - 
was left unclear whether they will have - 
:to pay for the privilege, on the principle 
‘that the parts are worth more than the 
hole. Many could sell out of the sub- _ 











idiaries, as they will retain an interest 
ia the parent. 


r some time, Elliott has pointed to 


tax credit system) as an incentive for 


Australian companies with global oper- | 
. ations to shift their accounts elsewhere. - 
| Elders still plans to negotiate this with 
Canberra, 


though the intention to 
shift the beer division to London seems 


AFP Investment Corp, 


ders directors and friends over the past 


two years. In September 1986, AFP 


.W the Hawke governmeat’s tougher - 
corporate- -tax regime (with the rate ris- _ 
ing from 46% to 49% and anewforeign- | 


| over, Elders can reap perhaps A$7 









iver 

redeemable-preference shares. 
in-cross-investment. If exercised, the 
options give AFP about 2096 of Elde 
Then, in June, AFP gained options ô! 
further 2096 in two parcels. | 
Anxious for Elliott to put aside hi 
thoughts of entering politics, AFP I 
offered iim . substantial rewards 
| three years further service. In ret 
Elliott and other key members o 


















pre sure à on the ohare | prices 0 
| involved in recent e 


off Euer) as part of a pact wit 
aoe Elders nor Holmes a bee? rt 















hós- now pte an | associate of zh 
under the BHP pact and would b 
vented by company law from. 
control of the new vehicle. 
Even after selling its options to AE 
BHP retains options on Elders convei 
ble notes and preference shares entitl 
ing it to about 17.6% of Elders capital 
| With AFP unable — as an intereste 
| party — to vote its capital entitlement 
{on the break-up , BHP’s blocking pow 
-is virtually dou led. — 
Thus without opening itself to tak 























| million of the gains from its BHP invest 
ment and still keep its. word, and.« 
. also fetch about A$1 billion from its now 
unnecessary crossholdings in Goodman. 
Fielder and South Australian Brewing 
The only ones still wondering if the 
benefit are existing Elders shareholder: 
- The Elders share price Yin 16 A cent 
to A$5. 10 the day after Elliott spoke 
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dom Sihanouk's white elephant, which attacked a 


tiny red bus full of tiny Red acrobats from China. 
It was a world of the macabre ... like the Teikoku 


_poisoner who massacred. a bank's staff for a haul of 


it was a world of the touching +» like the slave 
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BAY: Equities suffered a brief 
k on the first day of trading due 

al uncertainties and profit- 
But they recovered on institu- 
id small-time punters' support, 
martly at the end of the 
ws of the appointment of 
is finance and commerce 
E 











‘Reliance led the way: 





| The market bowed to 
correction after the. heady 
the past week when the Hang 
Index gained more than 100 
ints. Rumours of a share placement 
by Cheung Kong continued to under- 
“mine the group's share prices and the 
company closed down 20 HK cents at 
HK$12.30 (US$1.58). Turnover was 
1.82b shares, worth HK$7.34b.— — 

















E TOKYO: Share prices made a technical 
rebound after five weeks of falling, 
Ock Average gaining 






_ | fora single day. Trading was thin at 
| 490.8m shares a day. Steel counters 
-and selected electrical stocks gained 
ground. Nomura Securities was up by 
¥340 (US$2.27) to Y 4,3590 over the 
period. a 


- MANILA: Prices fell in a wave of cor- 
| rections, after a seven-week bull run 
_ that lifted prices and turnover volumes 
to. historical highs. The mining index 
fell 30.995 while the commercial-indus- 





trial marker dipped 17.1%. Average 


daily turnover amounted to P433.45m 
- (US$21.2m), up 12.9% from the previ- 
. eus period. Volume was 4.59b shares, 



















STRALIA: The market flirted with 
historic 2,000-point barrier but 
stopped short of actual contact. The 
most spectacular of the corporate re- 
'structurings and takeovers was the plan 
announced by Elders IXL to spin off its 
brewing, agri-business and finance di- 
visions. Elders jumped 44 A cents (31 
US cents) to close at A$5.26. Volume 
:. was 877m shares, worth A$1.93b. 


- |. NEW ZEALAND: News of poor un- 
employment and inflation figures only 
fleetingly dented the market's upward 
climb: One of the few losers was NZ 
el, in which the government was try- 
ing to sell its 90% stake. Brierley was 
down:.3. NZ cents (1.8 US cents) to 
NZ$4.36 and NZ Steel was down 13 
NZ cents to 47 NZ cents. Volume was 
4.77mshares, worth NZ$9.57m. 








2 "MANY markets in the Asian region came in for technical correction in the period to 27 July after the v o 
ous gainsof recent weeks. India, which is particularly vulnerable to political changes, led gainers. 





əs such as Bajaj — 


2 | intson 24J uly — a record rise. 
(US$107m) for 21.28m shares. 
shares and better-than-expected pro- 


growth combined to drive the weighted- 


first time ever. Volume was down 


- SECUL: Stocks did little more than 


age's 2,500-point level during the 
“period, with profit-taking offsetting 


period to 24 July. ost 4 Loh 
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(14 7. 





Volume totalled Baht 2:78b. 


TAIPEI: Strong demand for banking 
jections for the economy's second-half 
price index over the 2,000-mark for the 


slightly from the previous period at 
a daily average of  NT$7.35b 
(US$236.5m). The financial. sector 
rose 8% on the period. E 


tread water, as liquidity was pinched by 
semi-annual corporate tax payments. 
Worries about a restrictive US trade 
bill and the effects of won appreciation. 
dampened enthusiasm. Average dail 
turnover fell to Won ‘87.65 
(US$108m) for 13.23b shares. Finance 
companies were up 9.8% and garment 
firms gained 3.4%. 


NEW YORK: The market hovered 
belcw the Dow Jones industrial aver- 


most of the gains made. Traders noted 
a lack of depth in recent. rallies. Vol- 
ume amounted to 835.28m shares. The. 
Morgan Stanley Capital International 
Index eased 2.4 points to 459.1 for the. 
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qe small town of Tashwehtang re- 
sembles rural Yunnan in pre-revolu- 
tionary days: cobbled streets lined with 
Chinese merchant houses, arch-shaped 
stonebridges and, outside the actual 
market area, walled-in mansions with 
wooden verandahs. 

The local people stared when this 
writer strolled down the main road, al- 
most disbelieving what they saw, or, as 
for the younger ones, not knowing what 
sort of creature had come to town. 

"That's where Lo Hsing-han's mili- 
tary commander used to stay," my guide 
said pointing at a Chinese-style stone 
mansion on a hillock overlooking 
Tashwehtang market. “And that is 
Olive Yang's old house." 

Tashwehtang is the hill capital of 
Kokang in the  northeastern-most 
corner of Burma's Shan State, and it is 
that country's probably most secluded 
area and the birthplace of some of 
Southeast Asia's more notorious opium 
condottieri. Poppies for centuries have 
been plentiful in the Kokang mountains 
and the local drug trade has resulted in 
many competing bands. 

Almost 90% of the population is 
Chinese and their territory was for some 
inscrutable reason ceded to British 
Burma under the Peking Convention of 
1897. But colonial rule hardly extended 
east of the Salween. It could, at best, be 
described as indirect rule through the 
British advised sawbwa, or prince, of 
Hsenwi west of the river to whom the 
lesser sawbwa of Kokang, east of the 
Salween, paid tribute. 

Independent Burma's rulers were 
even less successful than the British in 
bringing Kokang under centralised, 
governmental control. The entire terri- 
tory was taken over by Kuomintang 

KMT) forces in about 1950, when the 

hinese communists in neighbouring 
Yunnan forced the nationalists to flee 
across thé border. Speaking the same 
Chinese dialect as the retreating KMT- 
forces from Yunnan and, at least insofar 
as the local elite was concerned, sharing 
similar ponos, many Kokang chieftains 
joined forces with them. 

The then de facto ruler of Kokang 
was Olive Yang, an unfeminine woman 
known locally as “Miss Hairy Legs” who 
had her own army of nearly 1,000 men. 

Like so many other sons and 
daughters of aristocratic Shan States’ 
families, she had attended the prestigi- 
óus Guardian Angel's Convent School 
in Lashio. Old classmates still re- 
member how their parents warned them 
not to play with the rather odd little girl: 

"Stay away from Olive!" the parents 
used to say. "She's got a revolver in her 
school-bag." ^ 

Later, when she had finished her 
education, Olive no longer had to hide 
her guns. At home in Kokang, she went 
about dressed in a grey uniform and 


with a Belgian army pistol on each hip. 

With the backing of the KMT, her in- 
fluence increased and she became the 
first warlord — or, should one say, war- 
lady — to send lorry convoys with 
opium down to the Thai border. 

Olive was eventually arrested in 
1961, but the Kokang warlord tradition 
lived on. Her elder brother Jimmy con- 
tinued the cooperation with the KMT in 
politics as well as in business, until he 
was ousted by one of his local com- 
manders, the infamous Lo Hsing-han 
from Ta Tsu Chin village on Kokang's 
border with China. 

Lo became internationally known 
in 1972 when senior US narcotics ad- 
viser Nelson Gross dubbed him “king- 
pin of the heroin traffic in Southeast 
Asia.” 

He had managed to reach that fame 
due to an unorthodox agreement with 
the military authorities 
in Rangoon: he had 
been given the right to 
use all government- 
controlled roads in 
Shan State for drug 
trafficking in return 
for fighting anti-Ran- 
goon rebels in the area. 

And the rebels 
were no longer Olive's 
brigands or any lo- 
cal ethnic insurgents; 
they. were well-arm- 
ed and  well-equip- 
ped troops from the 
Communist Part of 
Burma (CPB) who had 
taken over Kokang 
from the KMT and its 
allies in 1968. Lo 
fought together with 
the Burmese Army at 
the crucial 45-day bat- 
tle in 1971 for Kunlong 
bridge, which connects 
Kokang with the land west of the Sal- 
ween. The Burmese Army won and 
halted the CPB's advance westwards, 
partly due to Lo's knowledge of the local 
terrain. Grateful government troops later 
helped him send his opium down to Thai- 
land. It was not until Lo, in 1973, turned 
against Rangoonthat he also wasarrested. 


he communist takeover in 1968 trans- 

formed Kokang socially and politi- 
cally. The aridi fled and the land 
they left behind was distributed to land- 
less peasants. Law and order was re- 
stored after years of anarchy — but 
there was one major problem the com- 
munists could not solve. Water is scarce 
in the Kokang mountains and the cli- 
mate inhospitable, which this writer ax- 
perienced during many cold nights in 
draughtly village mud-and-straw huts. 
Few families can grow paddy and 
Kokang traditionally has had a yearly 
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cycle of cultivating opium poppies dur- 
ing the dry season and corn when the 
rains come in May or June. Between 
these two crops most farmers in the 
Kokang hills face a month or so of star- 
vation; when the opium has been har- 
vested but not yet sold — and the corn is 
still too young to eat. 

Harsh living conditions have forced 
many Kokang Chinese to move else- 
where in search of more fertile pastures 
and business opportunities. 

For the ones who have stayed be- 
hind, communist rule has not infringed 
on the local people's business activities. 
Opium is being bought 
and sold in the hills 
and in the territory's 
only valley — around 
the market village of 
Lao Khai in the south 
— there is a brisk bor- 
der trade in consumer 
goods with China, 
mostly carried on by 
private merchants who 
pay tax to the CPB. 

It was interesting to 
note that the people in 
the Lao Khai valley — 
not only the merchants 
but also the cultivators 
of wet paddy — were 
far better off than the 
opium farmers in the 
hills. 

The CPB’s inability 
to give the local poppy 
farmers a viable alter- 
native could during the 
first years of com- 
munist rule be explained by the diffi- 
culty of finding suitable cash crops — 
but following the cut-back of Chinese 
aid in the later 1970s, it is plausible to as- 
sume that the communists also became 
less interested in finding a substitute for 
it. Even if the local farmers, who are at 
the bottom of the ladder, cannot make 
fortunes from opium, no doubt the 
CPB's commanders could. 

Recently, narcotics authorities in 
Thailand are reported to have confis- 
cated bags of hung pi — or crude, 
No. 2 heroin — bearing the trademark 
"KK" above three stylised moun- 
tain tops. KK, of course, means Kokang 
and its warlords today are of a new 
breed, dressed in green fatigues and 
caps with red stars. 

There is, actually, surprisingly little 
that has changed in Kokang since the 
days of the KMT, Olive and Lo. 

— Bertil Lintner 
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To Europe via FRA. 
And there's no watching the clock. 


speed and efficiency, not to mention 
iunctuality, are key words in the philosophy 
if FRA freight handling. That's why we've 


iecome Europe's No. 1 airfreight centre. 


'ou can rest assured — without nervous 
\lances at your watch or long gazes at the 
lock - that your goods will reach theirfinal 
lestination in good time.Great handling on 
heground and 230 connections dailyfrom 
rankfurt to other European cities sees to 
hat. But if it's easier, speedier or more 
'conomical to take to the roads that's no 
iroblem at all. 








FRA: Good handling is automatic. 


Glance at the map and you'll see that Frank- 
furt is not only at the centre of Europe but 
also at the pulse of central Europe's major 
highway system. Take the FRA freight way 
to Europe and you'll be watching your sales 
increase instead of the clock. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt am Main 75, Telex 
414 959. Or our representative in Hong- 
kong: Mr. Paul Eidens, c/o ITSG, Telephone 
5—89213 21, Telex 83737. Make friends 
with us at Inter Airport ¿œ+ Air Cargo '87, 
Sept. 29. - Oct. 2.1987, Frankfurt Airport. 


Flughafen 
Frankfurt Main AG 





Time honored 
At Mitsubishi Bank, progress and service are 


time fonored traditions. All our technological advances 9 Mitsubishi Bank 


have but one end—serving you better 










FarEasternEconomic: 


Ma aki ng Space Pay 


FOCUS/AUSTRALIA: 


The Hawke Imperative 


PHILIPPINES: 


Death to a Minaster 


DUDOUNIDEOM vr T 
NOT FOR RESALE 

















ia AS3 2 95 — Bangladesh Taka 35 — Brune: BS4 Burma Kyats 5 50 Canada C$3 75 — China USS France Fir 18 — Holland G 8 — Hobgkong HKS17 — India Hs 24 Indonesia Rps 2500 * 
an ¥660 — Korea Won 1500 — Li USS2 — Malaysia M$5 — Nepal Rs 22 — New Zealand M2$4 — Pakistan Rs 22 — PNG Kina 2f- Philippines P25 — Saudi Arabia SR 11 
ap y F f 
pp N S$4 ga n P 300 — Sri Lanka As 40 — Sweden SKr 25 — Taiwan NT$85 — Thailand Bahl 55 — UK £2.20 — USA uss’ 


"Have you seen our shares ?" 


Nr 


“Most generous Id say.” 


FINE CHAMPAGNE 
COGNAC 


Í REMY MARTIN 
T XO 


SPECIAI 


- 


IHE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Remy Martin XO /5 a superior XO cognac as it is made exclusively from grapes grown in 
Cognac's two best regions, la Grande and la Petite Champagne. By official decree, only such a cognac is entitled to be named 
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1 on Nol and Sihanouk. After all, the re- 





180. Hong (n Tsui Hon Kwong [LETTERS, 6 du I 


urity Act | 
| (ISA) violates “basic human rights." 
The Singapore constitution explicitly 


Telephone: 5-8956686 (Fditonah, 
4 Accounts; 5-8911533 | {Circula 
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;as a newspaper at the General Post Office 


dne 38W. 


: I read ‘both Grant Evans’ review of. 
Michael Vickery's book Kampuchea [18 . 
June], and Vickery’s reply [23 July]. 


First, in the area of the indepen- 


Ae -dence Heng Samrin’s regime enjoys 
|| from Hanoi as opposed to: chat of Vien- 
| tiane's, Vickery's reply does less than to 

| | reassure the readers about his assess- | 

ment of Cambodian independence. 


Vickery's ardent argument and long 


explanation about the Cambodian con- | 


stitution being different from Vietnam's 


in that it lacked a provision for a sup-.. 
| reme court is at the end invalidated by 


the establishment of one. Vickery ad- 


| | mits to this fact in a peculiar manner: ^A 4- 
| supreme court, incidentally has since: 


been established by law.” 





960s,” could “only be sustained by 


arguing that human rights were better: 


protected under Pol Pot and Lon Nol, 


and that the charges against Sihanouk’s 


tepme . are lies." 


"Besides the obviously, gruesome | 

Lt practices under Pol Pot which merit no 
|| comparison, no one could possibly | 

| document violations of human rights — 
'case by case so that an exact comparison 

, could be produced to convince: 





ople 


nW, 


nder Heng Samrin than under 


methods of torture! 
Vickery seems so sure of himself. 


¿Regrettably, things are nct as clear cut | = 
to the rest of us who have more of a | Ther 
stake in the future of the peoples of In- secre 
dochina. | | Industr 
Garden 1 Grove, California  Mguyen Huong | [ ee i are e: 





ng the 








claims. that the Internal Se 





gives the government the nght to detain 


-| individuals without trial when the secu-. 
| rity of Singapore is threatened. By what | 
does Tsui claim that the | 
constitution is illegal? How does. he 
. | conclude that the ISA transgresses basic - 
.| human rights that even a fairly elected 
| government cannot violate? 
The detainees have not been "barred - 
from any political activities on release.” 


authority 


since Pide. None has won 


| too could form a political party; ado 
the detainees as his cause, and use. 
| their pictures. on his election post 


s other opposition MPs. 


‘National Registration Office h f 
.| ord of any Singaporean with his nar 
|| Secondly, with regards to human. je 
| rights, Vickery says that objection to tohis | 

, conclu 1979, Cambodia - 
has. seen an increase in the. rule of law |. 

| and concern with human rights, after. | 
| D dE Pos of erosion, starting in the | 


studied at.the University of Singapc 


Wah Piow and Juliet Chin in stus 


tions, his 
|. When he breached his u in 
| to be involved in Singapore po f 
| his student pass was cancelled. He wa 


| entering’ Malaysia, fined, and repat 
hat indeed human rights are better pro- | readers; your corres pea he ik 
| verify if he is this same Tsui 

“Kwong. 2 ia 







“|. maned by”. urray Hiebert [18 Jun Jis 
M “tells us that ‘illings under Heng Samrin 
|] take place at an alarming rate. The 
| notorious Pol Pot plastic bags are still 
|| very much. in use in addition to a 
number of other equally gruesome di 





i K wong wrote to inform us s that i in faci 
| did write his letter from. Hongkong: d 


i AE that he has s advance ¢ i 
templations of moving into the 5 
dential seat. It is quite clear 
| nouncements made inthe press and v: 
Saree repre that the post. of preside 
E powers, and could well extend to a pu 

. view beyond merely acting asa guardi; 





| of the Treasury. If the government o 
Singapore has no intention*of position 
ing the prime minister asa. pre 


.the pi 









The present batch of detainees are f 
Tf Tsui were a Singapore citizen 




























the next general election. The Bari 
Socialis used to do this regularly. 1 
won. a seat in parliament, he would 
full TV coverage for his views, ] 















However, . notwithstanding _ 
Singapore dateline in Tsui’s letter, 
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Tsui was a Hongkong student w 









under a Singapore Government sch 
ship. He was closely involved with 











agitation Aite tatie 
scholarship. was. 






















ordered to leave the country and barre¢ 
from re-entering Singapore. Instead he 
went into hiding, later sneaking out o 
Singapore by boat to Johor Baru. Ther 
he was arrested, prosecuted for illegall 


riated to Hongkong. In fairness. 
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‘eply De Gan Kim You. t 
‘to the Minister for T 
"only adds more fuel t 
by PS Sings 


































"become imbued with execu 

























withexecutive powers, it woul 
ime minister him elf has! 
gaporha an’ uses the phra Sé 









































inting at the distinct possibility of re- 
iewing the ‘one man, ‘one vote’ system 
rhen the election count showed a signi- 
cant swing in votes away from the Peo- 
le's Action Party (PAP). The words 
vay have been uttered in anger, but 
hey clearly came from his heart, as a 
reaction to the emergin g voting pat- 


a speech made subsequently to 
arvard Club, indicated: that the 
ent system of universal sufferage 
not HEAD appropriate for 









uire E that "ihese be 





consistently placed in the 


nged ad nauseam to repeat 
harges or questions outside the House. 








































out. answering. 


created. 

» While it may be that the British 
House of Commons has a law empower- 
_ ing parliament to detain persons for 
. contempt of parliament -or abuse of 
_ privileges, the laws are largely theoreti- 


parliaments, there is a far greater sense 
of fair play and opposition members are 


and to pursue points for government 
accountability. | 

_» As for the retort that there is “no ban 
, On any organisation from making com- 


. implication." 
Law Society was making a comment on 


rnment deemed sensitive. If the Law 


ient on? One wonders what the posi- 
on would have been had the Law. So- 











: Buon in that event? 


souciance and candour. From the 
fastnesses of Hongkong, he has ruled on 
the unsuitability of Singapore's leac dr. 
Many Westerners p presently di dic 
nad s future” in the Ho 








ecember 1984 election results, and I 
learly remember the prime. ‘minister. 


‘he prime minister’s son had him- 


d by the inquiring opposition. Ob- | 
f opposition MPs and they are | 
ministers get away with- 


| any question at all. 
under the ‘Smokescreen they have 


cal and are seldom invoked. In these 


allowed great latitude to ask questions | 


Society is not to be allowed to comment | 
n laws, what can the Law Society com- | 
"wouldn't classify 


iety made a comment in ‘support of the | 
:gislation. Would there have beet an 


a ai p^ de Trenck's in- 





: Dok forward, after 1997. to MM de | th i 
Trenck in the REVIEW passing judg- | 
ment on the suitability of the first chief 


executive of the government of the spe- 
cial administrative region of Hongkong. 


| Aline K. Wong 
Singapore. 
Front and back 


Harvey Price's advice [LETTERS, 6 


Aug.] to set aside the last page of each 
issue of the REVIEW for a “Letter from 
James Fu" would not have. been neces- 


sary if you were not setting aside space | 
| on the first page of each issue for mali- 
| cious and inaccurate letters attacking 
| Singapore. It is sad that the REVIEW 
-should be printing the latter in order to 


increase its sales and circulation, and 
the former to prevent its circulation 


from being restricted and its revenues | 
, JamesFu Chiao Sian | 
Press: pi UEM d 


OfFu's replies 


reduced. 
Singapore | 


James Fu Chiao Sian is not doing Singa- 
pore or Singaporeans a service when he 
insists On jumping on every letter or 


comment in recent issues of the REVIEW . 


that even hints of criticism of Singapore 


or the government. Indeed, it appears. 


from his replies that he sometimes 
misses the point completely. Take, for 
instance, his rebuttal [25 June] to the 


letter entitled Sad commentary written . 


by ‘Singaporean.’ 


Fu denies making: the statement: T 

make- | cians in ` 
| any comments on the domestic political E 
| scene . 
| will accept it as ulta and become 
: | recalcitrant.” 
| ments perceived to contain a political | 
it is quite clear that the | 





“Do not draw any conclusions.o 


. because our dumib citizenry 


"dues would d kuow that the it : 
| er was merely interpreting the gist of 
passage of legislation which the gov- | 


Fu's message through his recent spate of 
letters and not quoting Fu directly. 

On the issue of what can or cannot be 
read by Singaporeans, surely even Fu 
the REVIEW, Time or 


the Asian Wall Street: Journal án. the 


No; 


Singapore is an active trading member 


information and banking centre. There- 


fore, its citizens should be able to read. 
what other people are- saying about 
| them. | 
Singaporeans appreciate the vision, 
drive and commitment of their prime. 


minister who has been at the helm since 


| 1959, the year we threw off our colonial 
|] shackles. We know that when leaders of 


some other developing countries only 


‘Member of femen 


same à xs as Playboy and Penthouse. 
course not, Time and the AWSJ. 
haven't been “banned”; they’ ve merely : 
:| been. "restricted." Ap 
-Ifs not in the government' s interest | 
to keep its people uninformed. Not when LETT 
-| feel worse to learn that Asia’ s first busi- 
in the international community. Not. 
| when it's trying to become an important 










tasteful UEIS at spite Lobel ae 


But now Fu is virtually promising that , | E 


his style will be carried on by the second- 


generation Singaporean leaders. 


It seems the People's Action Party 
(PAP) government hasn't (or has re- 


.| fused to) learn a lesson from the last 
4 general election. The anti-PAP votesin- | 
creased because voters were sending a` 


message to the government. Many who 


| voted for the opposition were not doing 


so because thev thought the opposition 
offered a better candidate, but they 
were voicing a protest. 

Most of us who do speak out against 
certain policies adopted by the govern- 
ment are still patriotic Singaporeans. 
We are not seeking to overthrow the 
government through Marxist theories. 
We don't profess any particular ideol- 
Ogy — not even a belief in adopting a 

estern-style democracy, lock, stock 
and barrel" as mentioned by Seah 
Chiang Nee [THE STH COLUMN, 21 
May]. What we want from the govern- 
ment (and. its FL e DA is a sense of 
fair play. 
Singapore . 


Litter columns? 


Over the past few weeks, I have been 





‘Croak’ 


watching with growing dismay the clut- 


ter in your letter columns, and your 
side remarks regarding the actions of 


_ the Singapore Government. 


Having known most leading politi- 
outheast Asia during the past 





-40 years, not to mention most members 
of your reportorial team, I consider this 
[type of s e to be juvenile, irresponsi- 
| bleand 


emeaning. 
The good work you have put into the 
building of a magazine which I have re- 


| commended all over the world, in the 


view of many of my friends, is becoming 


self-destructive. 


William R. Liley, in your issue of 30 


i July, might have put the matter into 


proper perspective. Have the last word, 
if you wish. But stop insulting your 
readers' own intelli peace. 


M.K. B. Nair [L RS, 30 July] would 





ness daily is neither Business Day. of 
Manila aor. The Economic Times. of 
Bombay. Tol oS Nihon Keizai Shim- 





bun was founded i in 1876 soon after the 





-Japanese industrialisation. | 
Japan has several other business dailies | 
which are older thar -those launched in 
recent decades in tlie rest of Asia. A bit 
of perspective should have told us that 
the growth of. ness journalism fol- | | 
lows the flag of istrial development. | 
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he sudden and dramatic accord between New Delhi and 
x Colombo, which transformed India from a mediator into 
| aguarantor of peace, has raised hopes of ending the brutal |: 

| civil war that has wracked Sri Lanka for four years. As the | pim 
| Indian army moved in to disarm Tamil militants in the Jaffna | ' 
i| peninsula, there were widespread accusations from the | ` 
| Sinhalese that the accord was a sell-out both to India and | | 
j| the Tamil separatists. Chief correspondent Rodney Tasker, | .. . accord opposed . 
i|. with correspondents Manik de Silva and Narendra Reddy |- China: Old soldier: 

| look at the vital question: will the Sinhalese and the Tamils | P! 

ae accepta an enforced peace or a return to blood-letting.; . |- 
| Cover illustration by Andy Tang. at 


























US; pressure fora sharp revaluation of | ™ | 
the Taiwan currency increases t 
volatility of the local stockmai 
| which has risen 100% sinc 
ofthe year. > | 


: Environmentalists say 


State decision to turn a lar eo 
"threatened forest into a. park. will n not 1 lE: TE behind 


stop indiscriminate logging. -3 f - Pioneer who sho bre pret — 4 








































| China' s old military guard prepares to 
| step down- while debate develops. 
^over the need for modernising the 
armed forces. Ea OF 


Page 16 
Secretary for Local Govemment Ens 
Ferrer becomes the highest Philippine 
minister to -be assassinated, as | 


analysts examine the massive list of Thailand's. sugar pl ante ers an nd miliers | 
President Aquino’s aai vainute i rush | 


| renew an old battle over a revenue- | M i 
of executive decrees. | sharing price-support scheme. br 
Page 18 | 


PE m" E peat qon 
China moves to consolidate power in | 


| industry: China in sheep’ sdothing - 
| Furniture makers around i tie world | Policies: 
Hongkong’s future executive, at the Policies: Fruit ofthe vine in Jakarta 
expense of the legislature, as it puts 


are hit hard by Indonesia’s deci- | Companies: The end ofthe Word 
h sion to ban the export ofrawrattan in |. in Ees 

together the Basic Law, a mini-con- ( anspor 

stitution for the territory when it. be- 


a bid to encourage a domestic. Po 
cessing industry. 

| comesa special administrativo bocca | 

| e Chinai in mid- 1997. | 

















Hongkong' s economic boom has. a 
_created a labour shortage which is UTE 
forcing up the wage bills of manufac- D LÀ 
turers and builders. / c3 















































Thailand's - only English-language » LUE 














| Page20 evening daily newspaper is to close | c. ee si rala 
P Se lU Korea's s. army chief of staff | after. 30 years because of mounting | ' acourshipi 
I makes a veiled threat against any fu- | losses caused by soaring mores ra 





` prices. 





; re. administration led by dissident |. 






[Pagen —— NE 
T India’s debt-ridden Scindia Steam | ^ 

| Pakistan believes that US ee and : J Navigation Co. may be rescued from Lett 
| picada aid will be forthcoming bankruptcy by First Consolidated | Pv 
 despi Lines, which is owned by a British- | the mene 
















abad's "nuclear-weapons- pro- > based 3 Non-Resident Indian. | Travellers Tales 
_ | gramme, but US congressmen are | n Books 
T i losing patience. i | The 5th Column. 
i four S infant space programme, Economic Monitor: nen 
Page 31 once dependent on US know-how, | Shroff - 






“Sweden might initiate new. egal ac- 

E | tion. against arms manufacturer 
| Bofors after a prosecution of an offi- 
cial i in Singapore and more questions 

in India. : 


_has set its sights on self-reliance and | 
"hopes to make space pay by entering 
the lucrative satellite laurching busi- 
ness after 1992 cu a | home-grown 

ron. ee | 







































ietnam has agreed to jussi 
fforts to determine. the. fate of | 








ietnam War in exchange for 
S willingness to address Viet- . 
am's "urgent humanitarian | 

Aces.” ^ 
In a brief joint statement on 
August at the end of three. 
ays of talks in Hanoi, Viet- 
m and the US agreed that | 
heir experts would meet in the | 








es. Before leaving Hanoi, 








nd constructive:” 











donesia's Legal Aid Insti- 








three years' study at Har- 
ward Law School. His depa 
ture on 2 August comes after a 








travel bans which prevented 
Lubis from attending. various 
Garuda 


Abdul Nusantara - 





: Wstitute s director. 
— Vaudine England | 


Wingti wins 
office again | 
apua New Guinea Prime 
Minister Paias Wingti was re- 
lected to office when the | 
untry's parliament met on 5 

















ecent general elections, de- 
eating former prime minister 
Michael Somare 54-51 in an 





ed he would soon be in a 
iosition to challenge Wingti's 
shakey” coalition after the re- 
s. are known of three immi- 
ient by-elections caused by the 
€ cdths of candidates. . 














4 council bill 

tant opposition ‘and riots 
- forc ed Bangladesh's Pre- | 
E. M. Ershad to send | 
‘back to parliament the con-. 






















passed on 12 July, would allow 
the military to sit on district | 
ouncils along with civilian of- | 






ome 1,800 US servicemen | 
lissing since the end of the. 


near future” to discuss these | 


irmer. executive "director of pi 


te, Mulya Lubis, has left In- 
donesia with his family. for- 


series of government-imposed | 


conferences (REVIEW, 2 July). 


-Hakim replaced Lubis as. ine. 


ugust for the first time after 


ballot. Somare; however, ; 


— Hamish McDonald | 


‘troversial district council bill | 
for reconsideration. The bill, 








l | ficials, but as non-voting? mem- 


| bers. Opposition to it has 
. turned into an .anti-Ershad 
campaign. But. the failure of 
the much publicised 30 July 
march on Ershad's secretariat . 
to besiege it and demand his. |. 
‘resignation underscores the in- 
ability of the Awami League-led 
"opposition to unite even orrthis 
single demand. —S. Kamaluddin 


Privy Council tums down 


n's appeal : 
The. judicial committee of the | 





Privy Council in London dis- 


missed the petition of. the 
_ secretary-general of Singapore’ S 
‘Workers’ Party, J: B. Jeyaret- 
nam, to appeal to the full Privy 


Council against a High Court 
> US team leader, retired |. RON M eens NN 
neral John Vessey, said the | 
alks were. "detailed, .candid. 















parum shiek cost him his par- ` 


hamentary seat last year. 
Jeyaretnam submitted that the 
judge had acted on “an improp- 
er motive" aüd with "bias" in 
‘raising a lower court fine to 
more than $$2,000 (US$947) 
which p him as an 
MP. — A Correspondent | 


New Words but little . 

ress on Korean talks 
Seoul has proposed a meeting 
of foreign ministers from North 


| and South Korea at the UN in 


September to discuss “confi- 


-dence-building” measures, in- 


cluding their. simultaneous 
. entry to the UN and a.cross- 
. recognition of the two Koreas 
by the US, Japan, China and 
the Soviet Union. | 

Seoul's statement came: in 
response to a 23 July proposal | 
Red Pyongyang. for three-way | 
| negotiations in Geneva with 
| US participation to achieve a 
"phased reduction" of each 
other s armed forces to a level 
of about 100,000 until 1992.. 
“South Korea, "however, has in 
"turn declined this offer. “We 
a opposed to foreign influ- 
meaning the US] in the 
ess of South-North talks,” 

statementsaid..  . 
i I Shim Jae Hoon 


pro 
(UJ 











| money-supply gr 


BUSINESS 


Tax-cut plan sent 
to Japanese Diet. 


The Japanese cabinet has sub- | 
mitted to the Diet a new tax-re- |. 
form package which includes a 


* 1.3 trillion (US$8.6 billion) 


cut in personal-income tax in| 


the current fiscal year (ending 


| March 1988), and partial aboli- 


“tion of the maruyu tax-exempt 


savings scheme. The bills con- 
tain no plan to impose a sales 


tax. opposition to which forced 
Prime Minister Nakasone to 


-withdraw his original tax pro: 


posals last April. The govern- 


ment also set a * 32.6 trillion | 


ceiling for general government 
spending in the fiscal year end- | 


| f ing March 1989 — 1.996 above | 
.| the current year's budget. The | 
| | Finance Ministry has agreed to | 
| | 26.2% rise in defence spending |. 


and an 8. 6% rise in overseas | 
aid. : 





South Korean monetary au- 


sea! plan to. float at least 


Won 1.5 trillion (US$1.9 bil- 
lion) of bonds. this month to 
soak up the cash from the coun- 


| try's mounting current-account | 
surplus. About two-thirds: of | 
| the total will come from the |. 
sale of monetary-stabilisation | 
bonds, which the government. 
will force securities houses and . 
| institutional investors to pur- | 


chase. Seoul periodically uses 
such bonds to cool off the 
stockmarket, and the au- 
thorities also hope to keep M2 | 


So far this year, 
the bondshave beensold. Some 
government ministries, how- 
ever, reportedly oppose major 
new bond sales because of the 
interest costs - currently 
around 12%. 


| seek NY listing 


| The manager of the US$217 


million Tarwan (ROC) Fund, 
the oldest and largest of four | 


funds for indirect foreign in-. 


vestment in the Taiwan 


stockmarket, said on 3 August | 
that it will seek a listing on the | 
New York Stock. Exchange. 


The Taiwan Government for- 


bids direct foreign investment 
in the local market, so listing in 
New York would: significantly | 
widen foreigners access tof 

ORI 
| economy. The New York firms. 
and 


Tatwan’s booming 


Lazard Freres. & Co. 


— Nigel Holloway 


rowth at 18%. E 
/on 8 trillion of 


 —Mark Clifford | 
| Taiwan fund plans to | 
























































lona Por Invest-* 
-ment Trust Co. , as financial ad- 
visers for the listing, which will 
require the approval of both. 


.and Exchange Commissions. 
— Carl Goldstein 


Hawke wins a delay - 

in coal strike | 

At a conference chaired by 
Australian Prime Minister Bot 
‘Hawke on 29 July, coal-mining. | 
unions agreed to suspend strike 
plans for one month while mine 
owners gave conditional agree- 
ment to delay further retrench- 
ments, pending discussions on 
| cost-cutting measures to cope 
with a slump in export markets. 
‘Subject to mass meetings of 
union members, the truce lifts 
the. threat of a st rdi an 









dude ime unions "have 
also lifted Strikes in the key ex- 
port port of Newcastle. - 

— -Hamish McDonald 


forges peolect 

The World Bank unit, the In- 
ternational Development As- 
sociation, has extended a 
-US$63 million credit to Burma 
to support. a natural-gas deve- 
lopment project. Altogether, 
12 wells will be drilled at the 
onshore field at Payagon, 64 
miles northwest of Rangoon. 
Five appraisal wells will be 
sunk to establish sufficient re- 
serves.to meet projected natu- 
 ralgas demand beyond the 
1990s. The project also in- 
cludes installation of a 
liquefied petroleum gas and 
compressed natural gas pilot 
plant. mM M C. Tun 


Ansett buys rival 
East-West Airlines | | 
Australian domestic carrier 

Ansett Airlines has bought 
smaller. rival East-West Air- 
lines from Perth businessman 
Stan Perron for an undisclosed 
sum only 10 days after Perron 
-bought East-West from the 
Griffin: group for a r ported 
A$150 milion (US$105.3 mil- 
lion) (FOCUS, page 61). This 
brings Ansett'sshare of domes- 
a passenger traffic from about 
50% 
owned Australian Airlines 
handling 40%. Ansett co- 
‘chairman Sir Peter Abeles said 
he would keep East-West as a 
separate entity specialising in 
budget tourism. 

— Hamish McDonald 








the. US and Taiwan Securities d 


to 5695, withgovernment- | © 

















?akistar ainsi intelligence agencies have | 
| enlist d the support of Afghan 






arrived refugees from Soviet- 

.. | occupied Afghanistan. They believe 

* | the new arrivals are infiltrated by _ 
| Khad —the Afghan secret service — 

| Id were responsible for the wave of 

orist bombings in Pakistan. 

eral alleged Khad agents were 


















een but officials have so far 
sistance groups’ role. 

st investigations for fear 
ight use this opportunity to. 
ical Ropponen, 


pected to delay expansion of the 

“Rangoon airport. Work began 

> recently after the Burmese authorities 
resolved a hiccup in the complicated 
bidding process, which involved  .- 
allegations of kickbacksbythe ..- 
competing Japanese firms. However, . 
the tractors and other heavy. . 

equipment now clearing the ground - 

next to the existing airport are getting 
less than half their petrol needs. ee 


DISSIDENT UNIONIST: 
Coordinated blacklisting of South 
Korean dissident trade unionists by — 
employers and jogal authorities 








BANGLADESH 


Opposition leader Sheikh Hasina said she 


will defy a government ban and lead a march 


on President Ershad’s pffice calling for his. 


bin acad (30 July). 


] = President Li Xiannian said he plans to 
m step d down from the politburo standing com- 


oo} mittee later this year (30. July). Deposed 1. 
— | party leader Hu Yaobang’s. resence at a 
-.| People's Liberation Army 60th anniversary - 

|. rally in the company of other leaders raised - 
speculation about a comeback. Some 40 









ian and Chinese scientists will gather 
Gobi desert next month for a dinosaur 
: d aat (7 Aug: | 


| "The High Court banned the Sunday 
. Morning Post newspaper from continuing its 


-serialisation,of Spycatcher, the controversial. 


| book by former MIS agent Peter id (1 
Aug.). 









"The army went on alert in New Delhi 
after 
; cted Sikh terrorists. A bomb exploded 
us near the India Gate, and two bombs 


were found at the main railway station —no |. 
" stitution before its Tin session. (37 July)... 


casualties wel ; eport rted ed Tube 


appears to have collapsed since the 


sistance groups in screening newly : 


-blacklisted workers, who are a major 
source of strength for the unofficial 
‘unions trying to win the mantle or 
labour leadership fromthe.  - 
| Federation of Korean Tra 
` Meanwhile, the Labour N 


fter being identified by the - . reversed its earlier opposition ai 


BY THE RULES 


10 sening oil shortage in Burma is” | 


‘servicemen demonstrating at KMT - 





' MALAYSIA 


Filipinos living in Sabah is being. drafted by 
. the Philippine Government, the official Ma- 


| macost arrived on a two-day visit to'seek as- 
“surances that Pakistan is not. developing : a 3 
“nuclear bomb (3 Aug. ^ | RE 
ae PHILIPPINES 

i telligence chief with plotting fo overthrow : 


: ment Minister Jaime Ferrer wes killed by un- . 
identified gunmen in a’ Marila suburb. (3... 


| men while Aquino met her cabinet crisis 
committee. Communist rebels killed five sol- 


two Hindu politicians were killed by _ 


; san committee formed to dreft a new. con-. 













































the. esrack own But the dufhorit c 
main worry was that the station's. 
foreign staff were not obeying . 
unwritten rules which guide other 
radio stations’ news coverage. 


A MORE PUBLIC HOTEL 


.lhe Hyatt: Central Plaza Hotel it 
| Bangkok is expected to be listed s 
| on the Bangkok stock exchange, 
| makingit the second hotel to go 
public. Its proprietors, the - 

-| Chirathiwat family, also run the 
| largest department-store chain in 
.| Thailand, but initially only the hote 
b operation will be listed: The hotel 

Despite the’ - | now running at a book loss, buta 

liberalising .— | capital restructuring and a planne: 

trendsin Taiwan | Baht 400 million (US$15.4 million 
| politics, the ruling ` _sharesi issue is likely to enable it to 
g Start paying dividends. ! | 


j | BUSIN SS OPENING 

| A group of Thai businessmen who 
| English-language | | visited Hanoi and Ho Chi Minh C 
E radio | station. E e | inearly July made a side trip to 
| local newssection | Phnom Penh where they discussed th 
| pu International | possibility of trade with officials of th: 
| pro-Vietnamese Heng Samrin o 
m | regime. They were warmly received 3 
| by the Cambodians, though the. . 
initiative may cause diplomatic. 
KMT depu e ud ; ames embarrassment because Bangkok 
Soong..A report on disgruntled ex- - |, does not recognise the Heng Sami 
-| governmentand has no policy to — 
pranoue trade with. Vietnam: 




















democratisation announcement on 29 
June. The dissident unionists also 
have organised to fight for the 
reinstatement of politically active 


spprved the setting up of m 
) new trade unions in July a 
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headquarters i in early July touched off 






























2 "Two underground nuclear tests were € 
a in the, Central Asian republic 
d Kazakhstan, bringi ng to 14 the number 
blasts since the Kremlin ended its te 

l moratorium on 28 j (3 Aug. ). 

A plan to repatriate.. about /50,000 de 


JAPAN 

Tokyo's High Court uphe: d the convic- 
tion of former prime minister Tamia for. 
taking bribes from Lockheed Go M 












‘dent J ayewardene signed a peace aurea 
to end four years of ethnic violence. At 
15 people died and 40 were injured in vi 
protests against the agreement (30 Jul 
fore than 3,000 Indian troops landed c 


laysia newsagency claimed UMS 


PAKISTAN DE 
Us under-secretary of state Mic ael Ar- 









fna ‘peninsular for peace-keepi 
| poses. Further violence claimed 40 liv 
.| scores injured in Sinhalese protest: ag 
-.J:the-agreement. The US of fered logis 
support to help implement: the agreem 
- Gandhi escaped injury when a member 
..naval honour guard struck him with a 
(31 July). Velupillai Prabhakaran, leader 
-the Liberation Tigers of Tamil Eelam, à 
ed with assurances his rebels would hand ove 
their weapons (3 Aug.). More than 4, 000: : 
dian troops took up positions. to superv 
the surrender of the weapons ne (5 Aug. Janos’ 















‘The military charged Marcos’ others in- ! 






President Aquino (/ Aug.). Local Govern- 





Aug.). Police scoured Manila for the: gun- 


Sieni in clashes south of Mania is A 5 


"Factional fighting Gm cowna abipari d 


aus ip 
















































1t Tod So fast 
| that there was no time 
for cheering Or pro- 
test. The arrival of 


' | peninsula and two fri- 
ff Colombo on 30 July — with the 
on the: ‘previous day’ s peace accord 












both. the. majority Sinhalese and 
"Tamil communities totally by 










round. of noa is the crucial 






ifficult to break in the near future. By 


wh 


tively. pledged New Delhi to ensure 
him of the threat posed by an armed 


lese backlash. 
In return, Jayewardene has allowed 


beyond its shores. In an exchange of let- 
ters between the two leaders attached to 


strategic stance — including any foreign 
military presence on the island. Both 


y Narendra Reddy in New Delhi 


“the accord, Prime Minister Ra 









Vence | 





al to Indian interests. New 
cause it feared that the US was tryjh 





ie two countries barely dry — | 


I cartyboet in Indo- S Lan- of | 


will ev eve bied, ii ‘provoke another | 


Junius echas have thrust their r | 
governments into a bond which will be | 


signing a sweeping peace accord backed. l 
by i military. might, Gandhi has effec- | 


yewardene's survival by both ridding | 


'amil rebellion and a dangerous Sinha- 
| Gandhi to extend Indian hegemony | 


poe accord, Jayewardene has granted | 
1 New Delhi the right to vet his country's | 


into non-alignment - 


“he Indian Government considers the recent agreement 
with Sri Lanka as a “major contribution to peace, r 
urity, and non-alignment." After his Colombo trip to 

Rajiv Gandhi told parlia- 
ent that Sri ropa had es to be Sen to India’s 


exchange si following à the accord, Co- 
Iri e y concerns, 


an | ploym 
m military na Since. 1983, Sri 
has sought such elp from Pakistan, Israel and South 
ica in its fight against the ethnic Tamil insu 
Secondly, Sri Lanka will not permit 
rincomalee or any of its other | by any country prejudi- 
: Delhi Ns sted on this clause be- 
p to develop: a naval faci- 








| the trade-offs could prove risky as the 
| two governments move to consolidate 
their gains from the agreement. The In- 


| suading by far the most powerful Sri 
i Lankan militant group, the puri 
| Tigers of Tamil Eelam (LTTE), 


| requires them to lay down their arms 
| and denies them use of the south 
Indian state of Tamil Nadu as a safe 
| haven. 

|| Amore accurate term for the process 
| could be coercion. LTTE leader V 





with a Sin 


dians had a. great deal of trouble per- 


go along with an agreement which | 





i Prabhakaran was refusing to order his 
3,000 guerillas to lay down their arms 
| throughout his enforced stay in New. 
Delhi, where he was taken by Indian of- 


ficials from his Jaffna base on 24 July. 


But then, according to Tamil sources, 
Indian Foreign Secretary K. P. S. 
Menon pointed out to him that while his 
forces were more than a match for the © 


Sri Lankan army, there were now .4,000- 


000 Indian troops fanning out in 


| affna to make sure his men complied 
with the accord. 


t was only on 4 ABE two days 
after his return to Jaffna, that 
Prabhakaran announced that in the in- 
terests of peace he was ordering his men 
to hand over their weapons. Prabhaka- 
ran told the Jaffna rally that he was 


forced to toe New Delhi’s line and 
wanted to avoid a confrontation with | 
| the Indian army. However, he added 


that he was stili committed to a separate 
Tamil state, “without which there will 
be no lasting peace.” 

Even if Indian troops do manage to 
pacify the LTTE for the moment, the 
militants will be restless politically. Co~ 
lombo has made it clear that neither 
Prabhakaran nor any of his colleagues 
will be able to take part in an interim ad- 
ministration in Jaffna in the run-up toan 
election, under the accord, for a joint 
provincial council of the northern and 
eastern provinces. Even in this election, 
which has to be held by the end of the | 
year, the disarmed LTTE will be chal- 
lenged by other militant groups, whom 
they despise and have fought, and possi- 


| lity at Trincomalee. As a "— to this concession, Sri 
' Lanka is understood to have a 


eed to terminate the contract 


gapore-based firm for the development of an oil- 


storage depot at Trincomalee and to promote it as an Indo- 


ion: 


the Voice of A 


military 





the he rallite y u use of 


power. Soon after signing the ary | - , Ja: 
assistance i at from hel si | 


the bilateral accord. On its part ered t | 
$ nthe aid, including hardware and PONAT of troops, to Sri 


In return, Sri Lanka has secured fro 
ment not to allow its soil to be used foi 
aimed at Sri Lanka. New Delhi ha 
Lankan nationals found to be eng: 


Sri Lankan joint venture. — 
Thirdly, Sri Lanka has also agreed to review v its existing 
| agreements with foreign broadcasting. organi 
had e Tem that the installations ren eed for mH mili | 










ations. India 


d this a violation. of : 
as offered mili- 












d fre di In diss oiai 
-f ist activities 

agreet to deport all Sri 
ze lin terrorist activities. 

















zal | lives in the 











arty, | 
mo qp. ii A" 

The TULF, *, whieh the LT E hs said. 
futur * political role in 

he Tamil iun had 16 seats in the na- 
“tional parliament until its MPs were 

~~ | forced to withdraw by popular pressure 
after the 1983 anti-Tamil riots in Colom- 

bo. Since then, most of the TULF lead- 

| ers have. lived in self-imposed exile in 
Madras. As one former TULF MP, 
lan Tiruchelvam, told the REVIEW, 
party. will now have to reorganise 
s its position in Tamil areas 
x, been: revolutionised by the 










of rioting. 



















hey pl ary in Jaffna. In 
y were obstructed as they | 
ards the militant stronghold. . 
town. By contrast, some 300 
'ho escorted Prabhakaran to his - 
E. sadquarters after his arrival in Jaffna | 
=} on 2 August were cheered all the way 
| back to their camp. But unless the In- - 

| dians manage to mop up all the milit- 
ants' weapons they face the prospect of 
being drawn into the quagmire of 

| a confrontation with still- -rebellious 

| Tamils. 

| — The Indian High. Commissioner in 

|. 1Colombo, J. :N.. Dixit — nicknamed 
“ironically. in. Sinhalese intellectual cir- 

| cles “the Indian Viceroy” - — has said 
j| (that Indian troops will remain in. Sri 
JLanka, as provided under the accord, |I 
only as long as Colombo wishes. The |i 
Jayewardene government may want 
them to remain for some time, because 
they.already have allowed Colombo. to 
withdraw about 1,500 of its own 6,000 | 
troops from Jaffna to keep the peace in 
-the south. The Sri Lankan soldiers | 
proved essential as a back-up force 
for the police in quelling widespread 
violence among Sinhalese who ac- 
cuse Jayewardene of a sell-out to 

India. 

‘Violence in the south claimed 59 


The understanding covers deportation of those who are “ad- 


.'vocating separatism or secessionism." It is likely that the two 


© | sides will enter into an agreement to extradite terrorists, 
_. | along the lines of the covenants signed by India with Britain 
 |tand Canada. More important, the two sides will set up 
mutual consultative machinery to review any issue which in 

re could militate against each other's interest of unity, - 
j territorial integrity and security, 








I : "hus, i ina span of four years, India which was merely a- 


mediator in the ethnic conflict has become a tor of 
peace on the island. In the event, New Delhi has had to give 
m guaraatcer to Colombo as well as Tamil militants, who have 
3h | little. faith in each other. To overcome the 
. Tamils, Indian officials had a series of meetings with all the 
ilit: mt groups. The leaders of these groups including V. 
haksran of ~ Liberation Tigers of Tamil Eelam 
» New Delhi for consultations, a few days before 
he agreement. 
web he annexure to the agreement sets out the ways to over- 
come: + the: susp cions of the Tamil minority. The six-point 












zal C lombo area a one, and. t 

ion | damage to government pro 
mated at US$160 million. 
rival of the troops, as well as the appear- 
ance of the two Indian frigates off Co- 
lombo, enabled the government to get 
on top of the situation after three days 


,  Butresentment against Jayewardene 
| personally remains widespread on the 
| streets. Many Sinhalese be'ieve that the 
| Indian-dictated clauses in the peace ac- - 
| cord and the huge Indian military pre- | 
i sence in the country amount to a virtual 
| surrender of sovereignty te New Delhi. 
| "We have been reduced to little more 
| than the status of Bhutan," a senior gov 
i ,ernment official commented. 
The two frigates arrived ostensibly to 
|carr -out a command and control role, 
liaising with the Sri Lankan Davy and to 
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sion. 


| Indian military contingent was despatched to Jaffna. The 
| representatives of the Indian and Sri Lankan Red Cross 
would be present at the time of surrender of arms by t 





of the 













rty is esti- rsb 
‘he timely ar- | ily a “gunboat” way of ent ng 
Delhi's support for. Jayewardene, a à 
an implied threat to those forces wh 
now oppose him. On board the ipe 
there are thought to be troop 
could be quickly landed i 
emergency. Dixit, who was activel j: 
volved in forging the accord, candidi 
told newsmen that “there are enoug 
men on board to eee me if lar 
tacked. i EC 































>a ti-governme 
| campaign -are the. mai oppositi 
I the Sri Lanka Freedom Pa 
ASLEP), the. Buddhist. clergy 
.underground Marxist movement, th 
- Janata Vimukthi Perumana. Gover I 













































































party also ond the protests. Muci 
pends now-on how Jayewardene is ab 
-to sell the accord to his Sinhalese co 
munity as the only way to stop the 
loodshed and appease the Tamils. He 
will also have to explain why India, 
which until recently even he treated 
$| with dark suspicion, should be now re- 
garded as something of a saviour. Even 
some: government leaders agree that 
most Sinhalese are unhappy about th 
‘accord, but that the government had no 
-other option. 
At the same time, despite Gandhi's 
apparent sincerity in honouring his role 
in the accord to the hilt, some moderate 
Sinhalese question. how long India will 
continue to help Jayewardene to main- 
tain stability if it feels it has achieved 
what it wants in terms of foreign-policy 
goals. 
— But most foreign diplomats in. Co 
«| lombo tend to take a sanguine view of 
| the new closeness between India and Sri 
Lanka. To Sri Lanka's friends; almost. 
| anything is preferable to the situation 
before the accord, when the country 
<, | was in danger of sliding ai into 
brutal civil war. 


ment as i radi more Inc. 
force would be stationed “to oct 

sation of hostilities.” There w indo- 
kan ebserver group to monitor the cessation of ho 
| Even before the agreement was signed the Indian ari 

| forces had been alerted to take up the peace-keepin mi: 








On the request of the Sri Lankan president a 6, ,000-strong | 


Tami — "a its part, Colombo ed to disband the 


home. paramilitary forces earlier deployed to 
the buf in nthe eastern and northern provinces. is 


The Indian presence would not end with the cessatio’ 
hostilities. Representatives of the Indian Electi 


sion will be present during the polls to be held vithin 
three months for the joint council for the. orth: dmi 
and also at the referendi be hi 

by 31 December 1988. 













^ Despite Sinhalese 
riots and strong oppo: | 
sition from members 





















JA dene has so far been 
"17 able to prevent a 

di ^| màior - revolt against 
he Indian- guaranteed Tamil agree- 


| 
| President Jayewar- 
| 


his full constitutional powers to make 
the deal work. 

-` The 82-year-old A araa who has 
wo more years in office, has gone on re- 
cord as expressing his confidence that 
there will be no political revolt within 
his United National Party (UNP), de- 
spite rumblings, especially from Prime 
‘Minister Ranasinghe — Premadasa. 
ayewardene has made the point that 
y revolt must be expressed by oppos- 


d to be presented in parliament. 


ions which would have to be called 


," he said. 


ox 










vill dissolve them 
ve them of an 
their seats if elections were called. 


spite Premadasa's opposition, the 
cabinet itself mandated Jayewardene on 








of his. own cabinet, 


ment, and has made it clear he will use. 


g the legislation to implement the ac- 


If that happened, he. would use his | 
ower to dissolve the assembly and- 
ould rule without it pending new elec- | 


lo. without Bw. 1 will do: Whatever S 
can do with laws, I must do through par- - 
iament. And if they are not with me, ! | 


"The threat to iting MPs would de- 
'Athulathmudali — a 


-to.succeed Jayewardene —— pointedly | 
said that he was not responsible for the | 


pana of them would be likely to | 


7 July to go ahead with the accord and | 
though it is fairly well-known that sgme 
-other ministers were opposed, it is how | 
clear that the majority of them wilftow | 

H | 





ivevanisne is optimistic that once | 
the majority of the people of the coun- | 
f the ac 

. cord, they will go along with it. He attri- | 








try understand the provisions o 


butes the rioting, which cost 59 lives in 


Colombo and its outskirts, to ignorance | 
and the inflammation of the 
majority by what he called *a Sinhalese | 
terrorist group working: among, the 


Sinhalese 


Sinhalese.” 


Heis bitter ábout o opposition to the - 


accord from. former prime minister 
Sirima Bandaranaike and her Sri Lanka 


Freedom Party (SLFP) organising pro- 
tésts against the agreement which the 
subversives were able to use to unleash | 
violence. The massive presence of In- | 


dian troops is a deterrent to street vio- 
lence in the coming weeks. But after 
the Indian army pulls out, Sinhalese 


resentment could resurface and strain 
the government's ability to maintain | 
| tacked and Jayewardene's 
| home at Mirissa was badly damaged. 
trains witha’ the cabinet, despite | 
| discussed their personal security with - 


order, 


> their endorsement of the accord, 


soon became clear. Finance Minister | 
+- Ronnie de Mel called for the resignation 
of National Security Minister Lalith 
.Athulathmudali over the attack on 


Gandhi by a sailor with his rifle butt. 


But Athulathmudali, whose initial re- | 
sponse to the accord was lukewarm, has | 
no intention of resigning and Jayewar- | 


dene is not likely to push him out. 
sible candidate 


navy: Jayewardene himself, as defence 


minister was: 


What Premadasa' S eventual stand 


will be remains’a matter of wide specu- 
lation. Jayewardene has been working | 


“hard to win him round: But Premadasa, 





et liamentary group, has noti 
“indicated that he will throw his 


| be given the: status.and p 


which prevents. Sher 
. from expressi hei vii 








behind Jayewardene to make the accorc 

work. If he does, at least some ofe 

Jayewarc ene 's problems would be over. . 
Bandaranaike and her SLFP have 





. gone on record as urging Premadasa to 


pes on with his opposition, promising | 
im their backing. But the prime minis- | © 
ter understands very well that his future 
lies with his own party, the UNP, and 
any cheering from the SLFP is clearly 
for its own purposes. 

De Mel, who has long been one of 


| the staunchest advocates of peace, is 
| credited by knowledgeable sources with 


initiating the Indian military assistance 


| which enabled Sri Lankan troops to be 


moved from the Jaffna peninsula for in- 


| ternal security duties in the south from 


30 July. De Mel, apparently without 


clearance from the president, had told 


Gandhi when he welcomed him at Co- 
lombo aírport that unless military assist- 






| ance including troops was immediately | 
| provided, the consequences of the riot- | 
| ing would be frightening. | 


This discussion was formalised at the 
president's house with Gandhi present- 
ing de Mel's proposition to Jayewar- 


dene, who concurred. Senior gov-/|- 


ernmental sources agree that if de Mel. 
had not done what he did and Colombo : 
had to take a formal decision on re- 
questing the assistance, by the time the . 
request was made “the match would ' 
have been over." In the event, the first 
1,500 Indian troops were in by 4.30 a.m. | 
the next day, with a second contingent ` 
landing six hours later. Indian Air Force 


transport aircraft were also used to ferry 


Sri Lankan soldiers out of Jaffna for 


| que deployment in the south to stop 


e rioting and re-impose law and order. 
The ruling party MPs are under pres- 
sure, particularly by subversives, not to. 





| back the. accord. One MP, Jinadasa 


Weerasinghe, was shot dead by a mob 
as he drove to his constituency. The 
homes of some other MPs have been at- - 
holiday 


The president told a group of MPs who 


him that if they so desired, they would | 
wers. of re- 
serve superintendents of police. — 
"The SLFP argues that the accord was 
“hatched under a veil of secrecy and | | 
signed in hasté ünder a nationwide cur- © 
few followed by tight press censorship, à 
ban on meetings and a military presence 
flected by it 


ent 











nee due ‘Tamils 
- mercy of a Tamil 
administration. i 


uud : ) Ue e : 
there, will be 
terrorist-don 1 
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When you need advice ona When you need counselling 
very rare chronograph, one on internationa! money 

of the best sources of infor- matters, UBS investment 
mation is Edgar Mannheimer, advisers are the experts. 

a leading Zurich expert on 

watches. 
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t EAP — Experimental Aircraft Programme demonstrator, Britain's most advanced fighter aircraft, that will prove much of the technology for the new 
— European Fighter Aircraft- EFA. M 
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High 
Performance 


British Aerospace's new Experimental Aircraft — EAP — 
exploits technologies at the frontiers of knowledge to achieve 
levels of aerodynamic agility and pilot control not previously 
considered possible. 

EAP will prove much of the technology for Europe's new 
Fighter Aircraft — EFA. Some 80C EFAs are required for the defence 
of Europe in the 1990s and beyond, demanding a work commit- 
ment from British Aerospace anc its European partners well into the 
21st century. 

These projects require experience, skill, and vision — the very 
qualities that helped British Aerospace create supersonic 
CONCORDE, V/STOL HARRIER, RAPIER low level air defence system, 
GIOTTO satellite which intercepted Halley's Comet, 146 the world's 
quietest jetliner and the exciting reusable spaceplane — HOTOL. 

British Aerospace today designs and builds more types of 
aircraft, defence weapons and space systems than any other 
company in the world. 

EAP is the latest in this long and distinguished line of products 
designed and developed to explore the best of today’s technology 
for the needs of tomorrow. 
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British Aerospace pic, 11 Strand, London 






















E'VE CHANGE 
THE FACE OF JAKART 


When the Jakarta Hilton International first 
opened it was a little wav out of the city. This 
gave us more room, so our guests could relax 
in our private grounds. 

Over the vears however, things have 
(panged Not our spaciousness, we still have 
our 32-acre gardens, but the face of Jakarta 
itself. The city has moved to us so we are now 
right in the heart of the new business districts. 

Perhaps it's the attraction of our tranquil 
luxury, impeccable service and superb 
business amenities. Or could it be our 
splendid array of recreational facilities. 

Whatever it is, when you come and 
experience Jakarta's premier hotel you ll 
realise that it was a smart move. 







For reservations, call your travel agent, 
any Hilton International botel or Hilton 
Reservation Service. 
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Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE HEPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained ir each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 








Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment . 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


' Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| i enclose a cheque/money order of 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one): 
| American Express (1 Diners Club C 








MasterCard Lj Visa O 
| {Please print in block letters) 
| Card No: 
Exp. Dete: 
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| Annual subscription rates: HK$2,310 US$300 
Sent airmail e in the world. 
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Old soldiers fade away 


As elderly leaders prepare to step down, PLA looks to new era 


By Robert Delfs in Peking 


i- People's Liberation Army (PLA) 
celebrated the 60th anniversary of 
its founding on 1 August with the entire 
standing committee of the politburo, in- 
cluding former general secretary Hu 
Yaobang, attended the congratulatory 
rally, sitting together at the centre of the 
front row in Peking's Great Hall of the 
People — probably the last appearance 
of these five a party leaders as a group 
before the 13th Congress, when all but 
Premier Zhao Ziyang are expected to 
stand down. 

Zhao presided over the rally, but the 
star of the proceedings was Yang 
Shangkun, 80, vice-chairman and sec- 
retary-general of the Central Military 
Commission (CMC). —— 
Yang delivered a half- 
hour key speech at the |. 
rally, lending support to | 4 
rumours that he will | 
succeed Deng Xiaoping 
as CMC chairman after | 
the 13th Congress and | 
take Deng's seat on the 
politburo standing com- |- 
mittee — as required |- 
by the party constitu- |- 
tion. 

If so, Yang will be the | © 
first CMC chairman who | — 
was not a key party 
leader at the time of his 
appointment — Deng's 
predecessors were Mao 
Zedong and Hua Guo- 
feng, both party chair- 
men — despite recent ef- 
forts to heighten his visi- 
bility. 

Yang is a commissar, 
not a military officer. Born to a wealthy 
landlord family in Sichuan province, he 
joined the party in Shanghai in 1926, 
studying and working in Moscow from 
1927 to 1931. Yang was director of the 

litical department of the Ist Front 
Red Army before the Long March, and 
head of the party's central committee's 
general committee from 1945 until he 
was purged during the Cultural Revolu- 
tion. 
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Presumed totally loyal to Deng, 
Yang's appointment would make it pos- 
sible for [geng to stand down from the 
politburo standing committee, putting 
pressure on other elderly leaders to join 
him. 

State President Li Xiannian, 82, told 
a visiting Japanese politician in late July 
that he wanted to step down from the 
standing committee and resign from the 
politburo. Chen Yun, 82, head of the 
party disciplinary inspection commis- 
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sion, is ailing and is expected to retire as 
well. 

Yang's 1 August speech was unex- 
ceptional, beginning with a paean to the 
PLA's past victories, and following up 
with an exhortation to continue building 
a "modernised, regularised revolution- 
ary army." The military must support 
the concentration of state resources on 
the task of economic construction, 
creating a better future base for defence 
modernisation, Yang said, and do its 
best at army building “under the condi- 
tion that no large increase in defence 
spending is possible." 

Official defence spending is only 
Rmb 20.4 billion (US$5.5 billion) this 
- ! ear, 8.2% of total 

udgetary outlays, down 
from Rmb 22 billion in 
1979 which was 17.5% of 
budgetary expenditures 
that year Defence 
spending would proba- 
bly be about twice the of- 
ficial figure if calculated 
according to Western 
formulae, but this is still 
less than 5% of GDP to 
maintain the world’s 
largest standing army. 

A less sanguine 
analysis appeared in an 
article by Defence Minis- 
ter Col-Gen. Zhang Aip- 
ing, 77, in the People's 
Daily on 24 July. A con- 
sistent advocate of mili- 
tary modernisation, 
Zhang made his strong- 
est ever plea for a PLA 
which can survive a war 
of the future fought *under nuclear con- 
ditions, simultaneously ranging from 
the ground to outer space, from the land 
to above and below the surface of the 
sea." 

"We must face the reality," Zhang 
said, that "though the modernisation 
level of our army is relatively higher 
than in the past, compared with 
Mure erg ud advanced countries of 
the world, the gap is still very big." 


hang warned emphatically that the 

danger of war still existed. His as- 
sessment of the dangers of war and 
China's military potential was the most 
negative that has vice in a public 
statement by a military leader in the 
past two years. 

At the enlarged CMC meeting in 
June 1985, Deng held that though the 
threat of war exists "the forces of peace 
are outpacing the forces for war" and “it 
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is possible that no major war will occur | — 
for a relatively long time." The | 
Jiefangjun Bao (PLA Daily) called this 
judgment “an important basis for our 
army's structural reform, streamlining 
and reorganisation.” Deng’s judgment 
effectively justified the decision to re- 
duce the PLA by a million troops, or 
nearly one quarter. 

Yang Shangkun, among others, has 
since referred to the 1985 CMC meeting 
as marking a historic strategic change 
from preparing to fight an “imminent, 
major, nuclear war” to peacetime arm 
building ‘pabogsinatae te the overall 
economic construction.” 

According to Zhang, however, the 
present situation of relative peace is “by 
no means stable, but rather a peace 
fraught with the smell of gunpowder 
under the contending balance of US and 
Soviet forces . . . Local wars still 
ceaselessly break out. There are many 
elements of insecurity in our peripheral 
environment. Our land and territorial 
seas are subject to threat, and are violat- 
ed by Vietnamese regional hegemon- 
ism." 

Renewed tensions on the Sino-In- 
dian border this year may be one factor 
in Zhang's more pessimistic assessment. 
India is now equipped with modern 
weapons including advanced Soviet MiG 
fighters. In the event of hostilities, 

ina could not expect a ati of its re- 
latively easy victory over India in the 
border clash in 1962. 

Zhang's speech does not imply a 
basic change in China's definition of its 
strategic environment or the basic judg- 
ment that a world war is unlikely, West- 
ern analysts say, but rather a growing 
concern that China needs the capability 
to deal with military contingencies 
other than Soviet invasion or a major 
war. 

The multi-dimensional integrated 
battlefront Zhang describes reflects 
Chinese aeree analysts’ understand- |. 
ing of new fundamental changes in the | — 
nature of warfare, and a further evolu- | - 
tion of Chinese strategic doctrine. 

Chinese military analysts see the 
Anglo-Argentine Falklands war and the 
US raid on Libya as prototypical exam- 
ples of “high-technology weaponry 
war," deciding vital issues of national 
interest and prestige in a brief and in- | 
tense conflict. The PLA’s traditional 
doctrine of protracted defence in depth 
is irrelevant and useless in such a con- 
flict, as it was in the costly and embar- 
rassing attempt to "teach a lesson" t 
Vietnam in 1979. + 

Although comprehensive moderni- 
sation of China’s military forces can 
take place only gradually, over a period 
of decades, on the basis of overall eco- 
nomic and technological development, 
Western analysts say there is an eme 
ing military consensus in favour of ar 
for rapid-deployment elite forces equip- 
ped with modern weapons which can re- 4 
spond flexibly to unforeseen threats. EP | - 














15 





PHILIPPINES 


Death stalks the cabinet 


By James Clad in Manila 
; je murder of 





for 


Free Elections, 


” After 


Cory’s paper chase 


A blizzard of decrees are signed as her ‘dictator’ era ends 


he 27 July opening of the Philip- 

pines' two-chamber congress ended 
an unusual experiment in benevolent 
dictatorship. Despite complaints that 
President Corazon Aquino either did 
too much or toc little during her unfet- 
tered "revolutionary" phase, the 16- 
month period revealed much about her 
management style and about the advice 
on which she relies. 

In March last year, Aquino opted to 
abolish the compliant, one-chamber na- 
tional assembly which was a survival 
from the Marcos era. Following her 
"people-power' revolution, she estab- 
lished her own legitamacy by decreeing 
instead a “revolutionary government" 
to last until a new legislature was elected 
under a new constitution. In the mean- 
time, she kept decree-making powers 
similar to Marcos’, but promised to use 
them sparingly. 

With the new constitution ratified by 
referendum and the congress elected 
and in session, this phase has now con- 
cluded. With :t also has ended any 
chance of ordering sweeping, like-it-or- 
lump-it reforms while avoiding the 
bnilt-in delays of the Philippines’ US- 
style system, with its checks and bal- 
ances between the legislative, executive 
and judicial branches. 

But the ingxperienced politician who 
ousted Marcos 18 months ago is not 
sorry to lose her wide, self-granted pow- 
ers. She proncunced satisfaction with 
the closing of her revolutionary era, tell- 
ing a 27 July joint congressional ses- 
sion that the democratic restoration 
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launched during the February 1986 rev- 
olution against Marcos had now been 
completed. 

Some members of the 224-member 


legislature elected on 11 May im- 
mediately announced their intention to 
review the 302 executive orders issued 
by Aquino during her 478 days of 
power. This was not surprising. Despite 
media talk of a passive presidency, 
Aquino in many policy areas almost 
pre-empted the congress in a last-mi- 
nute blizzard of decrees. 

However, Aquino's first executive 
order remains probably the most rev- 
olutionary of all steps her government 





Magsaysay win office in 
ommission on 


helped 
1955. He also served as the chairman of the C 
Elections and, some us 
accen neris ddr o 


has taken. Issued less than 24 hours 
after Marcos fled the country, it set up 
the Presidential Commission on Good 
Government (PCGG ), which since then 
has chased varying cases of al- 
leged ill-gotten wealth amass- 
ed by Marcos “cronies.” 
Apart from decreeing 
her revolutionary govern- 
ment into being, most of her 
later orders had a narrow 
focus — such as tidying up 
civil servants' pension plans. 
Initially she avoided issuing 
all but the most legally press- 
ing orders, such as revising 
tariff rates. But after a while 
her measured pace prompt- 
ed calls from advisers for 
more action while she still 
had the formal powers to 


order change. 
In the last month before 
congress convened, she 


yielded to this pressure. By 
the last few days of her one- 
woman rule they were com- 
ing thick and fast. Indeed, 
the blizzard of decrees blowing out of 
Malacanang, the presidential palace, in 
the final countdown to 27 July seemed 
completely at variance with the percep- 
tions of her government as passive or 
vacillating. 

To be sure, even these lgst-gasp di- 
rectives covered a lot of mundane 
ground: social welfare and tax adjust- 
ments, even an order incorporating the 
Girl Scouts organisation. Nonetheless, 
a decree for a Comprehensive Agrarian 
Reform Programme emerged on 21 
July, giving the congress a 90-day dead- 
line to finish drafting legislation for land 
reform. In her final days as lawmaker, 
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Aquino also promulgated a new over- 
seas investment code, a family law code 
and reorganised the country's Overseas 
Employment Administration. 

During her last weeks of absolute 
power, Aquino also signed orders giv- 
ing form to a constitutionallv mandated 
ombudsman and increasing legal penal- 
ties for subversion and rebellion — a 
change long sought by the military. She 
lifted pay scales for some military cate- 
gories and revamped, after months of 
delay, the National Intelligence Coor- 
dinating Agency, after sacking its chief, 
former Brig.-Gen. Luis Villareal in 
June. She also extended an amnesty 
deadline for communist New People's 
Army rebels. 


he paper chase turned into a sprint in 

the last two days before the 27th. The 
president reorganised both her own 
presidential management staff and also 
the Labour Department. She ordered 
officials not to hold more than two gov- 
ernment ee at any one time. 
Another decree added substance to her 
agreement to bestow a form of local au- 
tonomy to tribal areas in northern 
Luzon. 

The media here gave this avalanche 
of orders the tag "midnight decrees," 
and editorial cartoons showed a fretting 
president signing documents in a five- 
minutes-togmidnight rush. And there 
was some truth to this idea of a slightly 
panicky race against time. 

On her last day with decree powers 
alone, Aquino signed 42 executive or- 
ders. One created a Sequestered Assets 
ocn: Authority, whose jurisdic- 
tion could clash with the PCGG. Perhaps 
the most- important of her last decrees 
set 9 November as the date for local 











elections to choose nearly 1,600 govern- 
ors, municipal mayors and lesser town 


Officials around the country. 


Analysts are now busy nct only exam- 
ining the details of the decrees signed, 
but examining the Marcos-era policies 
left untouched by Aquino. For exam- 
ple, she left alone rules exempting the 
military from normal criminal liability 
in civilian courts. To remove the mili- 
tary's jurisdiction to try its own, a cum- 
bersome presidential waiver procedure 
needs to be invoked. Sources said 
Aquino has done this once — for a mili- 
tary man charged with murdering 
labour leader Rolando Olalia last 
November. 

But human-rights lobbyists are asking 
why rules like this remain on the books 
while others, such as the Marcos decree 

“requiring the planting of one tree every 
month for five consecutive years by 
every citizen” got repealed in the presi- 
dent’s last day as nominal dictator? 

The last-minute decrees from 
Aquino paralleled a frenzy of activity by 
the PCGG, also working to a constitu- 
tional deadline to file lawsuits against 
alleged offenders by 2 August or give up 
the chase. Thirty-five suits reached the 
courts by the cut-off date. 

The arguments about “missed 
chances” for dictatorial use of power 
missed a vital point. Aquino's advisers 
reckoned that the post-Marcos govern- 
ment apparatus was not likely to get 

uickly into gear — with or without a 

ictatorial spur. Moreover. while fast- 
enacted land-reform or human-rights 


decrees might win points from special: 


constituencies, they were also justas 
likely to engender new problems for a 
government that. had altogether too 
many on its plate. 


- servers admit the. success of that advice. 





























The main objective of such close ad- 
visers as executive secretary Joker Ar- - 
royo and Teodoro Locsin has remained | 
the government's consolidation, not its 
exposure to further dangers by creating — 
new enemies. Already the somewhat ill- 
defined timing of agrarian reform has 
embittered landowners around the 
country. ae 

The president’s control over the mili- 
tary seemed spotty at best for most of © 
her time as a single-handed govern- 
ment, though changing promotion pat- 
terns are slowly weeding out recalcit- 
rant officers. But her advisers reasoned 
that there would be little purpose in un- 
enforceable decrees on social reforms, 
except immediately to alienate further. 
groups within the military already feel: 
ing estranged. 

With the exception of clearing many 
back-logged draft decrees at the end o: 
her dictatorial phase, Aquino's style ol 
presidential management seemed al 
most lethargic to some. Within her of- 
fice she had tolerated considerable inef 
ficiency while cementing a reputation 
for taking a long time to make decision: 
But when she makes them, they usually 
stick. Cabinet members comment on. 
her talents in chairing their meetings. 
She will listen and silently hear all the: 
arguments. All this does not make for a: 
tear-away presidency, with or without-à 
congress now grabbing the centre of the | 
political stage. 

. But it is arguable whether governing 
the post-Marcos Philippines could have. 
been achieved by any other method. 

Her advisers have usually counselled. 
caution, if only not to jeopardise the. | 
government's consolidation. Most ob- 
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Hail to Peking’s chief 


China seeks more power for the territory’s future executive 


By Emily Lau in Canton 


s the Basic Law, or mini-constitu- 

tion — under which Peking will 
eventually govern Hongkong — takes 
shape, China is moving steadily to con- 
solidate and expand the powers of the 
territory's future Peking-appointed 
chief executive and to restrain the pow- 
ers of the elected legislature. Two sub- 
groups of the Basic Law Drafting Com- 
mittee (BLDC) met in Canton from 31 


July to 4 August to hammer out parts of | 


the Basic Law, which is to be completed 
by 1990 and will serve as the legal basis 
for the governance of Hongkong when 
it becomes a Special Administrative 
Region (SAR) of China in mid-1997. 

A key provision of the 1984 Sino-Bri- 
tish joint declaration on Hongkong’s fu- 
ture says the SAR legislature “shall be 
constituted by elections. The executive 
authorities shal! abide by the law and 
shall be accountable to the legislature.” 
The provision has been used by Hong- 
kong proponents of democracy in their 
push for a Western-style, parliamentary 
system for the future SAR. 

China, however, wants to preserve 
the present British colonial system of 
government, though it would remove all 
other trappings of colonialism. During a 
BLDC political sub-group meeting in 
June, Chinese co-convenor Xiao 
Weiyun proposed the formation of an 
“executive meeting,” modelled on 
Hongkong's present Executive Council 
(Exco), the policymaking body. 

Members of the executive meeting 
would be nominated by the chief execu- 
tive and appointed by Peking. They 
would include senior government offi- 
cials, members of the legislature and 
prominent members of the community. 
Since the Sino-British joint declaration 
stipulates that the chief executive and 
his principal officials are to be ap- 
pointed by Peking, the executive-meet- 
ing proposal would complete the pro- 
cess of putting the executive firmly 
under Peking’s control. 

To further strengthen the chief exe- 
cutive's position and to whittle down the 
powers of the legislature, the majority 
of political subgroup members agreed 
to BLDC deputy sapmetaei-aenerst Mbó 
Junnian’s proposal that a motion to im- 
peach the chief executive could only be 

assed if approved by 75% of the legis- 
ature, thus making impeachment al- 
most im jble. This overturned an 
earlier decision that would have re- 
quired only a two-thirds vote. X 

The political subgroup also agreed to 
further restrict the executive's accoun- 
tability to the legislature. Most of the 
members agreed that would only mean 


that the executive would have to exe- 
cute laws passed by the legislature, 
make periodic reports to it, answer 
questions put forward by legislators and 
obtain the legislature's approval for tax- 
ation and public expenditure. 

All of these proposals were sup- 
ported by Hongkong political subgroup 
members Maria Tam, Simon Li, Louis 
Cha, Cha Chi-ming and Liu Yiu-chu. 
The only dissenters were Hongkong 
members Szeto Wah and Martin Lee. 
Lee said the definition of accountability 
was in breach of the Sino-British joint 
declaration. He said the executive 
should also be subject to legislative 
supervision and to criticism in the form 
of a vote of no confidence. 

Lee also accused the subgroup of de- 
liberately stalling discussions on the 
selection of the legislature and the chief 
executive. Lee's criticisms were refuted 





by fellow BLDC members who said 
they were incorrect. 

There is widespread feeling in Hong- 
kong that these two sensitive subjects 
will not be dealt with until much later. 
China is afraid that should the Basic 
Law provide for direct election of legis- 


lators, the Hongkong Government 
would have the necessary pretext to in- 
troduce direct elections to the terri- 
tory's Legislative Council (Legco, the 
lawmaking body), one of the options in 
a government green paper now before 
the public. But if direct elections are re- 
jected, China may incur the wrath of 
many Hongkong people who are in 
favour of at least a part of Legco being 
directly elected. 

Cha Chi-ming proposed a blueprint 
for the formation of the first SAR gov- 
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ernment. During the first BLDC ple- 
nary session in July 1985, Cha submitted 
a plan for a SAR government ap- 
pointed by Peking. His latest proposal 
calls for an advisory council of not more 
than 50 people, appointed by Peking, to* 
be formed in 1990. In 1992 it would 

articipate in government affairs and at- 
tend Exco and Legco meetings. 

In 1994, Cha proposed that the chief 
executive be selected by consultation 
between the advisory council and Pe- 
king. In 1995, the chief executive-desig- 
nate would move into Government 
House — now the residence of the Bri- 
tish colonial governor — to observe the 
governor's operations. He would also 
nominate his principal officials then. 

Also, if there was no “convergence” 
of the Basic Law and political reforms 
instituted by the Hongkong Govern- 
ment, Cha said, the chief executive 
would dissolve Legco on 1 July 1997 and 
its functions would be taken over by the 
advisory council until a legislature was 
formed — within one year. 


M eanwhile, the majority of members 
of a combined meeting of the 
BLDC political subgroup and a sub- 
group dealing with the relationship be- 
tween the future SAR and the central 
government, agreed that the SAR 
judiciary should not be allowed to hear 
cases concerning Hongkong’s defence, 
foreign affairs or cases concerned with 
Peking's “administrative acts” — 
thereb IE Peking’s actions im- 
mune from SAR judicial review. 

Discussions on the jurisdiction of 
SAR courts first took place in BLDC 
subgroup meetings held in Kunming in 
February, in the context of the SAR's 
right to interpret the Basic Law. Hong- 
kong subgroup members felt the 
judiciary should have the power to in- 
terpret the entire Basic Law, but 
Chinese members argued that SAR 
courts should not interpret sections of 
the Basic Law dealing with China's 
sovereignty or national interest. 

Political subgroup co-convenor 
Louis Cha conceded that the term “ad- 
ministrative acts” — which would in- 
clude Peking’s appointment of the 
SAR'S chief executive, dissolution of its 
legislature and troop deployment in the 
territory — has broad meanings and 
said that the wording of the Basic Law in 
this area would need refinement. 

Cha said SAR judges would decide 
whether cases were within their jurisdic- 
tion. If in doubt, they could consult the 
chief executive, who would seek in- 
structions from either the stagding com- 
mittee of China's National People's 
Congress or the State Council. Cha said 
the provision did not mean that none of 
Peking's actions could be challenged in 
court. He said, for example, that SAR 
courts should be allowed to try cases in 
which the central government was ac- 
cused of infringing upon Hongkong 
residents' human rights. 
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By John McBeth in Seoul 
F hether it was a warning, a bluff 
FW or, more likely, an effort to influ- 
ence the electorate, army chief of staff 
ien. Park Hee Do's remark that 
“something unhappy might happen" if 
oppositionist Kim Dae Jung runs for the 
presidency has caused a major stir in 
South Korean political circles and 
brought renewed calls from opposition 
leaders and outspoken editorial writers 
for the military to stay out of politics. 
. Ithas also sharpened the focus on the 
burning question of the moment in 
South Korean politics: who will stand 
for the opposition in the year-end elec- 
tion? Kim, still playing word games 
about his intentions, opposition. Re- 
unification Democratic Party (RDP) 
president Kim Young Sam — or both? 
. New Defence Minister Chang Ho 
Yong moved quickly to try and dispel 
the fallout from Park's statement, made 
during an off-the-record session with 
South Korean reporters. But the dam- 
"age had already been done. The coun- 
-try's conservative generals have never 
made any secret of their unsubstan- 
‘tiated conviction that Kim ts a danger- 
` ous leftist because of his links with anti- 
government dissidents. 
|]. Sources familiar with the early July 
| conversation quoted Park as saying: 
| “Kim Dae Jung hasn't changed and 
. neither has our attitude towards him” — 
-a pointed reminder of the army's long- 
held perception of the burly opposition 
| leader, who until his recent amnesty was 
under a suspended 20-year prison term 
«for allegedly inciting the bloody 1980 
. Kwangju uprising — however dubious 
-that charge may have been. 

















































ords of warning 


The army chief of staff makes clear his opposition to Kim Dae Jung 


Park was serious, though diplomats 
doubt whether the statement was meant 
to come out in the form it did — through 
leaks to the foreign press. In their view, 
it was probably designed to plant a seed 
in reporters’ minds that they would then 
pass on indirectly to the electorate: that 
the military frowned on Kim and if he 
did succeed in winning the presidency 
there would be a danger of confrontation. 

Chang summoned reporters to the 
Defence Ministry on 16 July and is said 
to have outlined his “personal views” on 
the political situation. Press reports said 
the former army chief of staff made it 
clear that the military would remain 


aloof from the rapid political and social 


changes that have taken place over the 
past weeks — changes which could very 
well accelerate further in the lead-up to 
the year-end presidential election. 

A classmate of ruling Democratic 
Justice Party (DJP) chairman Roh Tae 


Woo, Chang is credited with playing a 
significant role in clearing the way 


for the presidential hopeful’s 29 June 


democratisation package. His recent 
appointment to the defence portfolio 
was seen as a move to restrain the more | 
conservative elements in the military 


hierarchy. Said a Western diplomat: 
^He's an important figure for the ruling 
side because he has the confidence of a 
lot of military people and can keep op- 
ponents of Roh at bay." 

South Korean and Western analysts 
maintain that old attitudes and percep- 
tions will be difficult to change among 
the current military leadership. Con- 
versely, while many of the younger mili- 
tary officers are reputed to be demo- 
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| ards Kim. | 
Park, 53, assumed the army's top 
post from Chang in December 1985 and 

could be expected to hold it until at least® 
the end of this year and possibly until 
after the 1988 Seoul Olympics. A native 


+ 


ofthe Kyongsang region, like many past 


and present powerholders, Park is a 
Special Forces-trained Class 12 gra- 
duate of the Korean Military Academy 
(KMA) who backed President Chun 
Doo Hwan's rise to power in 1980. 

He is consicered to be much closer to 
the president than the other two promi- 
nent Parks in Class 12 — Seoul Olympic 
Organising Committee chairman Park 
Se Jik and DJP legislator and 
one-time 20th Division commander 
Park Jun Byung — but the least politi- 
cally astute of the three. 


his is not the first time the chief of 
staff has been at the centre of a row 
with politicians. During a drinking party 
he threw for members of the national as- 


sembly’s defence committee in April 


last year, two senior generals allegedly 
punched several DJP legislators pre- 
sent. The government sought to hush up 
the incident, but some accounts 
suggested the officers involved were 
angry at the ruling party for being too 
soft with the opposition. 

Whatever the circumstances, it left 
the impression that the military leader- 
ship was disdainful of elected civilian 
politicians — a not unfamiliar attitude 
but one which has become much more 
sensitive at a time when South Korean 
leaders have been demonstrating a seri- 
ous approach to democratisation. 

Several days after Park’s quoted re- 
mark, the Korean-language Jungang 
Ilbo newspaper daily reported that the 
DJP had decided to cut back “to the 
maximum extent possible" a practice 
under which military academy 
graduates are specially appointed to 















high posts in the public sector. The 
newspaper said more than 100 KMA 
graduates a year were accorded this 
privilege between 1977 and 1984 — 
bringing the total number to 700 — but 
n the past three zeae the annual intake 
has dropped to 50. 

Interestingly, the opposition was 
openly divided over how to respond to 
the chief of staff, another symptom of 
the tensions which have been created in 
the RDP over the presidential candi- 
date issue. A member of Kim's faction 
told newsmen: “One would be making a 

rave mistake if he still thinks he can 
dictate] who should or should not be- 
come president, as in 1980." Other sup- 
porters called for Park's immediate dis- 
missal, describing his statement as “de- 
plorable" and “a slur on the ardent de- 
sire of the people to put an end to mili- 
tary involvement in politics.” 

Kim Young Sam, however, counsel- 
led a more cautious approach and said it 
would be unwise for the opposition to 
give the impression it was antagonistic 
towards the armed forces. In the end, 
the RDP issued a carefully worded 
statement saying that “under all cir- 
cumstances, the military should always 
be on politically neutral ground and de- 
vote itself solely to its duty of the de- 
fence of the country.” 

The subject was also discussed at a 
later meeting of the Council for the 
Promotion of Democracy, which the 
Kims co-chair. Kim Dae Jung, who 
left the meeting early after saying there 
was a difference of opinion between the 
two over how to handle the affair, was 
quoted as saying he took Park’s com- 
ments seriously and found them surpris- 
ing. At the same time, he said he did not 
believe they represented the majority of 
opinion in the 600,000-man army. 

During the subsequent vetting of a 
second statement, Kim Young Sam is 
reported to have deleted part of the 
original draft which read: “. . . Political 
soldiers have trampled upon a free 










democratic system through two coups 
d'etat and they will be sternly judged by 
history." In its place, he inserted the 
sentence: "Our armed forces should 
stand stalwartly, based on the firm trust 
of the people." 

However, the military was not Kim 
Dae Jung's only worry. Experienced 
Observers say he could be deeply embar- 
rassed by a recently published book, “24 
Hours at Tonggyo-dong," a reference to 
the Seoul suburb where his home is lo- 
cated. Written by his disaffected former 
bodyguard, Han Yun Sik, the 300-page 
tract is the first insider's account of 
Kim's life, which includes personal and 
money matters. 

In the meantime, the guessing game 
over the presidential nomination carries 
on unabated. By the opening days of 
August, Kim was still delaying a long- 
planned, popularity-sampling trip to his 
native Cholla region — though this may 
have had as much to do with recent 
flooding as anything else — and had 
made no decision on whether he would 
join the RDP as senior adviser. 

Some analysts suggest that at this 
point anyway, Kim might not be an- 
xious to raise the expectations of his 
supporters to a level where they cannot 
be met, particularly over such a poten- 
tially volatile issue as Kwangju. But 
they also feel he does not want to make 
any hasty political moves until his posi- 
tion in the RDP is stronger and the 
groundswell of popular support that he 
has always insisted he has is a lot more 
visible. 

Some analysts say that if he is intent 
on running, he may also be caught in a 
dilemma. In seeking to fashion a plat- 
form that is more progressive than Kim 
Young Sam and which will appeal to 
labour and his Cholla constituents, he 
risks losing a significant number of mid- 
dle class voters who may be wary of 
what changes he will bring and how his 
election might impact on an already de- 
licate balance of power. o 
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PAKISTAN 


Nuclear soft- 


peddling 


Pakistanis expect to get aid 
despite US nuclear concerns 


By Husain Haqqani in Islamabad 
espa officials seem convinced 
that the US will not suspend econo- 
mic or military assistance despite the fu- 
rore over the country’s nuclear pro- 
gramme. Geopolitical considerations — 
particularly the Soviet occupation of 
Afghanistan — are expected to out- 
weigh nuclear-proliferation concerns, 
and the Reagan administration is ex- 
pected to fight Pakistan’s battle against 
anti-nuclear critics in the US Congress. 

Michael Armacost, US under secret- 
ary of state for political affairs, arrived 
in Islamabad on 2 August for a three- 
day visit, mainly to discuss Afghanistan, 
the Gulf situation and the nuclear issue. 
While talking to newsmen at the end of 
his visit, Armacost described Afghanis- 
tan as “the centrepiece” of his discus- 
sions and matters relating to aid and nu- 
clear policy were apparently played 
down. But sources told the REVIEW that 
the US official sought and received as- 
surances over the prosecution of Pakis- 
tanis accused of violating US laws re- 
garding the export of nuclear weapons- 
related equipment. 

But Pakistani officials say differ- 
ences over the nuclear issue will be 
papered over at least for the moment due 
to US preoccupation with Afghanistan 
and the Gulf. Congressional leaders 
want to tie aid to Pakistan's acceptance 
of full-scope safeguards for its nuclear 
facilities and would like an immediate 
on-site inspection of these facilities to 
verify assurances regarding the peaceful 
nature of the nuclear programme. But 
the administration is prepared to ac- 
cept lesser measures as long as these 
placate congress at least for another 
year, provided no further damaging evi- 
dence relating to Pakistan's nuclear in- 
tentions comes to light. 

In the Pakistani view, the US admin- 
istration does not want to jeopardise 
supplies to the Afghan resistance at a 
time when it is performing remarkably 
well on the battlefield and when the 
Soviets appear willing to withdraw their 
troops due to this rising military cost. Ht 
would also not serve US interests to 
break with Pakistan at a time of 
heightened tension in the Gulf, consid- 
ering President Zia-ul Hag's regime is 
the only effective US ally in the region. 
Reflecting these calculations, 






















































































































Pushed to the edge: page 22 



































































Foreigt Minister Sahibzada Yaqub 
Khan rejected congressional criticism of 
the nuclear programme, terming it "ill 
conceived 4nd emotional." Khan told 
the Pakistani senate that Pakistan would 
not change its stance linking its nuclear 
policy to India's acceptance of nuclear 
restraints, and he said US pressures 
for unilateral restrictions were "fraught 
with tragic consequences for the com- 
mon goals and interests of our two coun- 
tries." Khan insisted that neither the 
Pakistani Government nor any of its 
agencies had sponsored any violation of 
S export laws and therefore the ques- 
tion of aid suspension did not arise. He 
. also threatened a review of bilateral re- 
lations if pressures on the nuclear issue 
did not cease. 


un nuclear question was revived re- 

cently after the arrest in the US of a 
Pakistani attempting to illegally export 
a special steel alloy, allegedly intended 
for use in Pakistan's nuclear-weapons 
programme. Although Islamabad dis- 
avowed any connection with the opera- 
tion, US congressmen and newspapers 

. demanded punishment of Pakistan in 
the form of suspension or reduction of 
aid. The Reagan administration joined 
congress in expressing concern over 
Pakistan's nuclear ambitions but with- 
held judgment on the specific case. 

When the foreign operations sub- 
committee of the US House of Repre- 
sentatives’ a riations committee 
eros on 29 July a recommendation 
that disbursement of a 1987-92 US$4.2 
billion aid package to Pakistan be sus- 
pended until 15 January 1988 to indicate 
disapproval of Islamabad’s nuclear po- 

- licy, the US State Department express- 
ed regret over the resolution. 

During Armacost’s visit, Zia and 
Prime Minister Mohammed Khan 
Junejo repeated the position that sus- 
pension of aid or any other punitive ac- 
tion could jeopardise Pakistan's resolve 
to continue supporting anti-Soviet 
guerillas in Afghanistan. 

The US administration understands 
the Pakistani position and is willing to 
accept measures which might subdue 
pressure in congress without Pakistan 
actually having to give up its nuclear 

rogramme. Cooperation in prosecut- 
ing Pakistanis involved in the steel-ex- 
port scandal is seen as one possible way 
of reconciling US foreign-policy objec- 
tives with nuclear non-proliferation 
concerns. Congress would then be made 
to accept the view that those accused in 
the steel-export case — described by the 
Pakistan Foreign Office as “rogues” — 
were acting as individuals and were not 
backed by their government. 

The US also accepts Pakistan's posi- 
tion that nutlear non-proliferation in 
South Asia should be seen in a regional 
context, and Armacost called for agree- 
ment between India and Pakistan to 
keep the Subcontinent free of nuclear 


weapons. Oo 





ee ee o-- = - = = c a- p- --" > — > ^ 
PO eee i HC "WC in T => Gea le B ELS 
"^ C 2 SANI LIE uou Rt dd oa! ee Rat 





Pushed to the edge 


US concern over Islamabad's nuclear programme intensifies 


By Robert Manning in Washington 


he inconclusive outcome of US 
under-secretary of state Armacost's 
trouble-shooting mission to Islamabad 
leaves the clock ticking on the new 
US$4.2 billion aid programme to Pakis- 
tan, due to begin after 30 September 
when the current aid package runs out. 
A senior US official said the Arma- 
cost trip was aimed at "producing con- 
crete evidence of Pakistani nuclear re- 
straint." The US is asking Pakistan to 
open its secret uranium-enrichment 
facility at Kahuta to international in- 
poro. or provide some other proof 
that it is not enriching uranium beyond 
5% — an assurance President Zia gave 
Reagan in 1984. These demands were 
openly rejected by Pakistani Foreign 
Minister Yaqub Khan during Arma- 
cost’s visit, fuelling US congressional op- 
position to continuing aid to Islamabad. 
Despite Pakistan's apparent view 
that the US will once again bend on the 





nuclear issue and come forth with aid, 
congressional outrage over Islamabad's 
clandestine efforts to obtain nuclear 
weapons has reached new heights in the 
aftermath of the 28 July indictment of 
Pakistani Arshad Pervez, who was ar- 
rested in July in Philadelphia. Pervez is 


charged with trying to illegally export 
50,000 Ibs of maraging steel, which is 
used in centrifuges to enrich uranium to 
weapons-grade quality. 

Pakistan has denied any connection 
to the incident. But in July, in an unre- 
lated case, two Americans and a Hong- 
kong businessman were indicted for il- 
legally exporting electronic equipment 
for possible use in detonating a nuclear 
device. These developments are widely 
viewed as part of a continuing pattern of 
behavior by which, according to assist- 
ant US secretary of state Richard Mur- 
phy, “Pakistan has proceeded to the thres- 


hold of nuclear-weapons possession.” 

Even as Armacost was meeting with 
Zia, the US House of Representatives 
unanimously adopted a non-binding re- 
solution to cut off military aid to Pakis- 
tan unless Islamabad produces “verifi- 
able” evidence to show that it does not 
intend to produce weapons-grade nu- 
clear material. 

But if the full US Congress adopts 
a 29 July move by the house appropri- 
ations subcommittee on foreign opera- 
tions, which roved a recommenda- 
tion to suspend fiscal-year 1988 military 
and economic aid to Pakistan until 15 
January, at which time Reagan would 
determine whether to resume the aid, it 
would remove another possible sanc- 
tion against Pakistan. This sanction, the 
1977 Symington Amendment, calls for 
an aid cut-off to any country importing 
enrichment materials for a facility not 
under international safeguards. 

The amendment has been waived in 
the case of Pakistan and would have to 
be waivec again in order for the aid 
package to go through. But the appro- 
pene approach calls 
or a continuing resolution instead of a 
new foreign-aid bill. If this occurs, no 
vote on waiving the Symington Amend- 
ment would take place. 

Another sanction, the Solarz 
Amendment, requiring an aid cut-off to 
countries illegally exporting nuclear 
material, cannot be put into Esos until 
proof emerges that the Pakistani Gov- 
ernment was involved with Pervez or 
with others allegedly engaged in such il- 
legal activities. The Pervez case is ex- 
pected to go to trail in October. 

The Pakistan-aid controversy will 
simmer until after congress returns in 
early September from its summer re- 
cess. In the past, efforts to penalise 
Pakistan for its nuclear efforts have 
failed because of Islamabad's vital role 
in US efforts to aid Afghan rebels fight- 
ing the Soviet occupation of their coun- 
try. But this time, analysts say, key 
legislators who have sought com- 
promises to keep aid to Islamabad flow- 
ing, such as Stephen Solarz, have *been 
pushed over the edge," as one analyst 
put it. 

A congressional source hinted at a 

ssible compromise. US officials be- 

ieve that Pakistan has enriched enough 

uranium to the 90%, weapons gi 
level to produce several nuclear bombs 
but has stopped short of actually as- 
sembling a bomb. If Islamabad is willing 
to keep its bomb in the *basement," it 
could agree to retool Kahuta to keep en- 
richment to the 5% level and agree to 
relatively unobstrusive verification 
methods. 
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"Buildings inevitably 
bring out a sense of pride 
in people." 


PAUL RUDOLPH 


Late 1987 will see the opening of a 
new landmark in Hong Kong. An office 
building of extraordinary design featuring 
twin octagonal towers of 42 and 46 floors, 
designed by one of the modern masters of 
American architecture, Paul Rudolph. 

Bond Centre at 2 Queensway, Central. 
Currently Hong Kong's fastest growing 
business location and a focal point of 
Central's pedestrian and vehicular traffic 
system. 

Just minutes away are the Mandarin, 
Furama and Hilton Hotels. While on its 
doorstep, shops, taxis, buses and the Mass 
Transit Railway. 

And although Bond Centre will surely 
rank as one of Hong Kong's great buildings, 
monthly rentals represent excellent value for 
money. 

If your company is considering 
relocating within Hong Kong, or starting up 
in Hong Kong, Bond Centre offers individual 
floors ranging from 6,450 square feet to 12,500 
square feet net. Ideal sizes for single floor 
tenants. 

Bond Centre is now available for 
lease exclusively through First Pacific Davies. 
For more information or a detailed brochure, 
call or write to Mr. Michael Laven or 
Mr. Simon Haynes in Hong Kong. 


e» 





CENTRE 


Central, Hong Kong 


Sole leasing agents: 


FIRST PACIFIC DAVIES 
FIRST 23rd Floor, Two Exchange Square, Central, Hong Kong. - 


IFKKCJ Tel: 5-8104838 Th: 61851 HX Fax: 5-8104313 


As the airline with the world's most modern fleet, we are eagerly following the development of this experimental hypersonic passenger aircraft 
which could be operating by the turn of the century. Travelling at twenty five times the speed of sound, it would enable us to fly you from, say 





WHEN THIS HYPERSONIC PASSENGER AIRCRAFT BECOMES REALITY 
IT WILL FLY AT 25 TIMES THE SPEED OF SOUND. 


BUT WE'LL ENSURE THE CHATEAU PICHON LALANDE 
TRAVELS WELL. 
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London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour. But rest assured our standard of inflight service 


will not change. We'll still find enough time for the Chateau Pichon Lalande to breathe before being poured. SINGAPORE AIRLINES 





EXACTING STANDARDS Key components of 
every Cross writing instrument are machined to 
the same degree of accuracy: one one-tbousandtb 
of an inch. Craftsman shown inspecting 14 karat 
gold fountain pen. 


The result of over 140 years of 
dedicated craftsmanship in the art of 
creating fine writing instruments is 
readily apparent in every Cross, 

Our writing instruments meet 
standards of care and precision that 
are usually only reserved for the 
making of fine jewelry and time- 
pieces, While there certainly are many 
other brands of writing instruments 
from which to select, there is only 
one Cross. Timeless design. Meticu- 
lous finish. Flawless mechanical 
function. Since 1846, our testament 
to quality guarantees that a Cross 
possession is one for a lifetime. After 
all, at Cross, quality means forever. 


CROSS 


SINCE 1846 


NES 
Shown above: Our 14 karat rolled gold ball point pen and mechanical pencil. 
All Cross writing instruments are unquestionably guaranteed against mechanical failure, regardless of age. 









































books in my possession give me a pang 
of guilt: they are the volum 












| bed A 


. Fleet cartoonists (Joss of The 









tracted a promise from him to undergo 
psychiatric treatment, so he duly had 
self committed to an institution, at 


ear of electric-shock therapy. 


the clutches of the asylum he came out 
to Asia in search of peace which he 
found fleetingly in Japan, a period he 
recalled lovingly in his book Of Geisha 
and Gangsters published by Odhams in 


1962. Its pages were enlivened. by his- 


sketches, such as this of Matsuogi, once 
the “Queen” of Japanese geisha: 





The peace was short-lived — for Joss 


had become emotionally involved in the | 


Korean War and its aftermath, marry- 
ing the daughter of one of that country's 
liberal judges who suffered under the 
dictatorship of Syngman Rhee. He re- 
based in ne Re Igotto know 
him during the 1960s. For several years, 
Joss designed the REVIEW’s covers. 

€ HIS personal torment never ceased. 
Joss became obsessed with the world of 
gold and narcotics and his theories of 
how trade in one commodity financed 
the other. ,People started to avoid him 
and his talking jags. One day he walked 
into the Foreign Correspondent's Club 


..| in Hongkong (then on the top floor of a 


. Jocal hotel), was cold-shouldered by a 
€ chatting at the bar, walked 
ght out through the window and 
balcony on to the car park 20 

low. The manner of his death 








€ | MUST confess. that some of ‘the 


mes borrowed | 


n her deathbed, his wife ex- 


hose hands he suffered the pain and 


When he finally freed himself from 








icomfortable nights to many of- 





his former friends who had begun to 


evade his company. 

€ A FEW weeks ago I received a letter 
from a London firm, Oxus Books, to say 
that they specialised in out-of-print 
books on the Middle East and Asia. I 
wrote explaining that the REVIEW had 


no particular interest in such a field but | 


mentioned my loss of the Joss book. 


A couple of weeks ago another letter | 


arrived thanking me for drawing atten- 
tion to the book's existence, adding that 
they had managed to locate two copies, 


| one of which they hoped I would accept 


with their compliments. Such gestures 
give a lift to the spirits and I am happy to 
state that anyone interested in a firm 


which can give such service should write | 
to 121 Astonville Street, London SW1. | 
€ | HARDLY needed a lift to the | 
spirits, since a holiday trip to Europe is 


due. For the next few weeks I have 


asked Murray Sayle, the Australian 
writer who has enlivened our pages with 


his extended essays on such subjects as 


the Japanese Emperor (REVIEW, 1 
Jan.) and on the Japan/US :rade conflict 


(REVIEW, 30 Apr.) to fill these pages 
while I am away. Murray and his family 
live in a Japanese farmhouse well out- 


side Tokyo, and he is shortly due to 
leave this vantage point to return to the | 


land of his birth for the first time in 15 
years — and these pages will record his 
reactions as a returnee from Asia. — 

€ WITH Europe looming. it seems ap- 


| propriate to recall some of the viola- 


tions committed on the English language 
by non-Asians. Sue Etches took this 


behind London's Bond Street: 


H 


ideas: 





eas 

In fact the headline was a front-page 
story in a P Fish Farming In- 
ternational, and concerns plans to pro- 
duce even better salmon and trout — 
but it was a nice thought. 





| hardly distinguished itself. for 
spellingor grammar: 


| 1 know you will share my enth 
| about an important new develop 
| our activities. - "LU 


| who compromise our membership. . . 


Press, a correspondent reported that the 


| citing disaffection” which of cours 
| should have read “inciting.” But.as 


his son in New York of a food sh 


Poop ph of a British construction | 
firm’s van which she spotted in an alley _ 





| | € WHEN it comes to finding : 





© FROM Manila Joy Maclean sends a | which could hardly be bettered: : 
headline which appears to indicate that ———— 


Norway is adopting some of Singapore's | 


Lum =o | : 





his members last yea in 


Dear Member, | . 
As a keen supporter of the C 


. It underscores our intention t 
an even more vigourous role on be 
of the organisations, and individ 


@ FROM Kuala Lumpur, S. C. Chong 
writes to point out that the REVIE! 

nods itself occasionally: in a report last 
year on tough new restraints on a free 


‘egal definition of sedition included “ex- 


bonus he sends a photograph taken b 
op in 






that city's Chinatown: ; 









good earthy name, however, C; 
comes through with flying col 
Christopher Wright sends us : 


ó 


| from a Toronto hardware - ore 


catalogue, with a line in la 


€ FROM Madras, T. C. Narayansends | 


his photograph of a street sign in 
h 


"Copenhagen; "which appears to imply 









































































xiney Tasker in Chiang Mai 

os is beginning to loom large on the 
international narcotics scene. Not 
y has there been a significant in- 
ease in production of opium and he- 
in there, but the small communist 
iuntry. is becoming a major source of 
arijuana, Thai and foreign narcotics 
valysts say. 

. More ominously, there is serious in- 
rnational concern that Lao Govern- 
ent officials may well be condoning — 
ot actively encouraging — the pro- 
‘tion and marketing of drugs as a 
ans of obtaining the hard foreign cur- 
which the land-locked country's 
ditional exports cannot provide to 
eep one of the world's poorest nations 
float. : 

At the moment, suspicions fall 
mainly on Vientiane's official involve- 











trade. But the increase in opium pro- 
. duction in the country and recent intelli- 
- gence reports of heroin refineries appear- 
ing near the Thai border are causing 
increasing alarm among international 
narcotics agencies monitoring the flow 
of drugs from the notorious “Golden 
- Triangle" — encompassing tracts of 
Opium-growing areas in northeast 
Burma, northern Thailand and north- 
| ern and western Laos. | 

=> The marijuana crop in Laos has 
. come to light in the past two years as 
-production of the drug in Thailand has 


| simultaneously been dispersed from. 


-northeastern Thailand to other parts of 
- the country as a result of stepped-up en- 
^ forcement operations. Huge profits are 
involved. 

. On 7 July, Thai National Security 
Council chief Suwit Suthanukul made 
ublic suspicions of Lao Govern- 
ment complicity in the drug trade, an 
issue which other narcotics analysts 
have suspected for some years but have 
talked about only under their breath. 
_ "There is a Lao Government agency in 
charge of the production and marketing 
of marijuana," Suwit told a group of 
ournalists. He claimed that the Lao 
vernment was providing marijuana 
'eds and fertiliser and then buying the 
rop from farmers, storing it and selling 





.Suwit said suspected Lao Govern- 
ment involvement in the opium and he- 
roin trade was less clear. Laos has always 
maintained that narcotics were a West- 
ern capitalist problem, and Lao Deputy 
Foreign Minister Souban Sarithirath 
told a recent press conference in 
Bangkok that while there may be areas 
of his country where opium might be 
grown because of lack of government 


Be 


ment in the. burgeoning marijuana | 


asing the red dragon. 


mmunist Laos appears to condone drug production 


control, the government only dealt in 
opium for medical purposes. - 

Shortly after Suwit's accusation, 
Ann Wrobleski, the US assistant secret- 


ary of state for narcotics, told the inter- 


national narcotics affairs task force of 
the US House of Representatives’ 
foreign affairs committee that her office 
believed there had been a dramatic in- 
crease in both opium and marijuana 
production in Laos. She added that the 
US was concerned about the alleg- 
ed involvement of some Lao officials 


"Mae bii na hé Pi Pets PH SERA PU 





While enforcement agencies say 
marijuana plantations can be seen look- 


| ing across into Laos from Thailand, they 
stop short of extending the indictment 


to official condonement of opium pro- 
duction. Marijuana is a "soft" drug, 
widely used and socially accepted in 
some Western societies, but an accusa- 
tion of state involvement in deadly 
opium and heroin would be far more 
serious, as it amounts to exporting suf- 
fering and death. | 

Nevertheless, Thai and international 
narcotics experts point to the fact that 
while Thailand and Burma are trying to 
suppress their opium production and 
heroin trafficking, there is no such ef- 
fort being carried out by Lao officials. 
The Thais suspect that members of the 
Lao armed forces are actively involved 
in the narcotics industry. Police sources 
say that ethnic Chinese heroin produc- 
ers operating in Laos hire Pathet Lao 
troops as refinery guards. 


few years ago, the estimated 
"opium production in Laos was 


| around 50 tonnes a year. After the last 


bumper opium harvest in the region, end- 
ing in March, the figure for Laos is put 
at 100-200 tonnes, which can be con- 
verted into 10-20 tonnes of heroin. 

This is far lower than the estimated 
Burmese production, put at nearly 
1,000 tonnes — compared with 600 ton- 
nes three years ago — but a great deal 
more than Thailand's estimated 15-30 


| tonnes, which has been steadily re- 
| duced. Overall, the opium output from 


the region has been gradually increas- 
ing, as farming techniques improve and 
fertilisers are more available. 

Because of stepped-up enforcement 
and eradication in northern Thailand 
over the past few years, Tharand has 












-. than a producer. 
Yet anti-narcotics sources say that 


' despite. the low level.of current Thai. 


, opium production, the country is still a 
. long way from eradicating the drug 
| crop entirely. At the same time, intelli- 
gence reports say that heroin is now 
being smuggled from Burma to the 
West via China 
Bangladesh and India. 
_ The Thai Government — together 
with projects under the auspices of 
Ki Bhumibol Adulyadej, UN agen- 
cies and foreign governments — has a 
| programme .to persuade the country's 
' northern hill tribes, which have tradi- 
 tionally relied on opium-growing for 

heir survival, to change to other crops 
'such as coffee, tea and various vegeta- 
bles. 
- In such predominantly ethnic 
Chinese towns as Mae Salong and Mae 
` Suai, in Chiang Rai province — once 
major opium-growing areas — the vis- 
itor now sees acres of tea 
terraces and fields of veg- 
etables and fruit trees. 
Mae Salong even has a re- 
sort now, where visitors 
can stay the night in a 
guest house, sample deli- 
cious Yunnanese “black 
chicken” and strawberry, 
lichee or pear wine and 
even gotoa discotheque. 

Chiang Mai’s energet- 
ic provincial governor, 
Chaiya, Poonsiriwongse, 
feels the only way to wipe 
out opium and heroin D 
duction in Thailand . 
by viable aioe oae. 
ment programmes. If 
opium crops are eradi- 
cated by the authorities in 
hill-tribe areas by enforce- 




























come more of a heroin transit country | 


and Hongkong, 


‘army and 


SUA group heroin refineries 
Bl Mr group heroin refineries 


virgin forest areas — he told the 
REVIEW. 


The hill tribes, which react to anti- 


drug operations more out of instinct 


than reason, have to be ziven realistic 


alternatives with substantial follow-ups 


‘to ensure they are not forced by finan- 
cial circumstances to revert to opium. 

"The world is not doing enough [on crop 
 replacement]," he said. “Fhe Thai Gov- 


ernment is also spending a lot, but pro- 
gress is quite gradual, too slow . . . this is 
an international problem — we can't 
handle it on our own." 

Now, in the Golden Triangle, Thai 
Border Patrol Police, bacxed up by the 
lues destrcy heroin re- 


fineries and opium fields in northern 


Thailand and occupy border areas, forc- 
ing the major drug syndicates over the 
border into Burma and, more recently, 
Laos. 


























POPPY PROCESSING 


,REVIEWMAP by Andy Tang. 


ment lagencies; this oniy drives hil T 2 
tribesmen deeper into the forest to grow | 
opium — at the same time, destroying | 


 munist Party of Thailand in th 


. Mai. He is assisted by 
rani, a Harvard graduate 





aj Revolutionary Army | 
“was renamed the Tai-land Revolution 
















| two years as Khun Sa tried to secure the 





about such individuals as. pec 


Hong Son province earlier this year — 
has allied his group of “Shan nationalists,” 
| formerh 


the Shan State Army, which now calls 


their nationalist pretensions, 




















































is headed t b Chang Chi fu 
Chinese more popularly knewn 
Sa, who has now been drive 


. Chinese |  Kaonintang (KM ye 
Division, who migrated south | TC 
China after the. communist : takec 
there in 1949 and have relied on opiu 
and y ome marketed n eral Tesour 


generation for. Th 
mainly because the 5 
alongside Thai troops against th 


The leading KMT drug s dic: ; 
legedly headed by Gen Ne 
an aging soldier who still lives in 

his daught 











While Thai officials ope 


there has been no move ai 


spiracy. 
With the immense p r 
growing opium and refining t intoi mo 
phine and heroin, thé drug kir 
have indulged in shifting allia 
rivalries over the years. Since- : 
Khun Sa — having been driven from his 
Thai bases, most recently from. Mae 





known as the Shan United : 
SUA), with the Shan United 
lich, in 1984 


Army 


ary deis under the umbrella of th 
Tai-land Revolutionary Council. 
The group also includes eléments 


self the Mong Tai Army. Ms 
the 
liance, with a 2,500-strong army 
primarily involved in narcotics prod 
tion and trafficking. _ 
Ranged against Khun Sain the s tri 
gle for dominance over the Thai-B. 
mese border heroin smug; gling ro 
are Gen. Li's forces, in an. unli 
ideological alliance with the C 
backed Communist Party of Bur 
(CPB), and the Wa National A: 
This alliance is estimated to have le 
than 1,000 troops, mainly tough Wa hil 
tribesmen. Since 1980 the CPB, whic 
once sold opium to Khun Sa, has rapidly 
become involved in heroin refining on 
its own account as a withdrawal of. 
China's material support has under 
mined its economic base. , 
There has been frequent fighting be 
tween the two alliances over the past 





entire porous border area. Troops an 









here are now 17 refineries operating 





irr 


4 SUA. A big refinery was closed down 
by Thai troops near Chiang Khong, on 

























Mai, Chiang Rai and other 
n centres in northern Thailand. 
-KMT is in a fierce struggle with 








yst said. "The SUA very nearly suc- 
ded in grabbing the entire border — 
would have dried up the KMT," 
ided. He was referring to control of 
eroin-smuggling routes across the 
‘der into Thailand, as well as the 
; imposed on other opium and he- 
caravans travelling through areas 
itrolled by the kingpins. | 

While the Thai authorities are quite 




















































By Hamish McDonald in Sydney 


slant in Prime Minister Bob Hawke's 
post-election cabinet shuffle, while 
lore and more institutions are throw- 


Hawke has created a new “super- 


a collection of minor tasks — replaced. 


a Dawkins. 


on, the subject of long and 


employers, the new structure and 
awkins appointment seem likely to 
ring more outright approval from Can- 
erra for educational entrepreneurs. 
Ryan was reluctant to give any en- 
igement to ventures such as the pri- 
university being founded on 
Jueensland's Gold Coast by tycoon 
Alan Bond, aimed chiefly at Asian stu- 





otion body Austrade set up a new sec- 





courses for full-fee paying overseas stu- 
dents, Australian academics have been 
putting aside inhibitions quite rapidly. 


. along the border," a narcotics: 


‘to see the opium warlords fight- 





ustralia's education policy has been 
given a more practical, commercial 


1g off their inhibitions about joining | 
educational “export drive" by sell- 


ministry" around the former education | 
epartment, adding on the employ- | 
yent and industrial-training functions | 
hat once belonged to the Industrial Re- | 
ations Department. The previous edu- T 
cation minister, Sen. Susan Ryan, has | 
een shunted to a cabinet position with: 


by the aggressive former trade minister, | 


‘As well as blurring inherited divi- |B 
ions between academic and vocational | 


d debate among educationists 


. Under Dawkins, the trade-pro-- 


ince adoption of a new policy in 


A super-ministry' to market education servicesinAsia ^. 


This year, about 30 higher-education 


institutions, three advanced technical | 
colleges and 10 secondary schools are | 
offering about 400 different courses. - 
Federal education officials said some - 


2,500 students have been enrolled in 
formal government-recognised courses 
paying full-cost fees, while another 
5,000 or so have joined courses in Eng- 
lish-language studies, secretarial and 
other private colleges. Austrade offi- 
cials put the tally higher, at about 
9,600 students, with — foreign-ex- 
change earnings from fees alone likely 


to be A$26.6 million (US$18.9 mil- | 


lion). | 
About 1,100 students from Asia, Af- 


rica and the Pacific continue to come as 








the Lao border, in April. Most of the es- 
timated 16 to 18 refineries now operat- 
ing in northern Thailand are run by 


smaller, independent Chinese-Thai he- re 
roin traffickers who stay clear of the big |... 


syndicates across the border. 
Thai police sources say Khun Sa now 


| requires his herein technicians to obtain 


"certificates" after training in Hong- 


| kong and elsewhere, thus forcing out 
| others who do not "graduate" in this 
| way to become independent operators. 
These present comparatively easy 


targets for Thai anti-narcotics enforc- 


| ers, who smashed five small refineries in 


northern Thailand last year and have 


| fully funded students under the foreign- 


aid programme. Another 18,000 in 


"|. secondary and tertiary schools receive a 


subsidy of about 55% of the estimated 
cost of their course — a subsidy that is 
dropping each year, causing anger 
among many students presently enrol- 
led in long courses and some criticism in 
the main source country, Ma- 
aysia. The total subsidy is 
about A$90 million, which Can- 
berra includes in its official aid 
figures. 
A recent paper by the Econo- 
| mic. Planning Advisory Council 
` put the total gain from all fees, 
travel and living expenditure from 
foreign students in Australia at 
about A$220 million a year. This 
seems likeiy to rise rapidly. 
 J Austrade recently began pro- 
| motional trips to source countries 
| with visits to Bangkok, Chiang 
Mai and Jakarta by representa- 
| tives of about 22 Australian 
institutions. In September, it 
..takes another delegation through 
| Hongkong, South Korea and 
|. Japan. In addition, foreign airlines 
such as Indonesia's Garuda and 
travel agents have been preparing 
study packages — in most cases in- 
volving short-term English-lan- 
guage courses — for students. 


more than an educa- 
sought in many cases. 
example, requirements 
strict and Australian 
Peking Ross Garnaut 
a rumour that Can- 


Following a | 
were made n 
Ambassadoi 
specifically c 










| Laos, mainly under the control of the | 
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eliminated five more so far this year. 
* Given Thailand’s comparatively 
open access to the world, Thai enforce- 
ment agencies’ main headache is con- 
trolling the flow of heroin through the 
country from Burma and Laos. The 
Golden Triangle still provides heroin 
for between 15% and 20% of the US 
market, more of the West European 
market, and is the only source of the 
drug for Australia, Malaysia and Singa- 
pore. 

Anti-narcotics agents' frustrations 
are compounded by the steady rise in 
production in Burma, despite Ran- 
goon's sincere attempts to eradicate 
opium crops in those areas it can con- 
trol. But the main concern is that Laos 
may be rapidly developing into a 
freewheeling haven for the major mer- 
chants of death. Oo 
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By Chris Mosey in Stockholm 


Th: prosecution in Singapore of the 
principal East Asian representative 
of Sweden’s leading armaments manu- 
facturers, Bofors, on 51 counts of brib- 
ery and corruption — as well as con- 
tinued questioning of its deals with 
India — may lead to new legal proceed- 
ings against Bofors by the Swedish au- 
thorities. 

Swedish chief public prosecutor Lars 
Ringberg said it was likely that a new in- 
vestigation into Bofors would be initiat- 
ed in Sweden as a result of the charges 
against Tan Kok Cheng, the former 
uds manager of the Singapore- 

wedish joint venture, Alied Ordnance 
of Singapore (REVIEW, 30 July). Tan is 
accused in Singapore of Aoc S$2.5 
million (US$1.18 million) in bribes, and 
he is also charged with having corruptly 
agreed to accept S$1.8 million to help 
Bofors and Allied Ordnance obtain per- 
mission to build a missile 
factory in Singapore. 
Singapore De- 
fence Ministry state- 
ment said the alleged 
crimes were committed 
in Sweden and Singa- 
pore between 1984-86. 

Ringberg said that |. 
the payment of bribes | 
from Sweden to people 
or organisations abroad 
was not normally re- 
garded as a criminal of- 
fence in Sweden. But 
there were exceptions to 
this general rule, he 
said, especially when 
the public interest was 
involved, and the large 
sums alleged to have 
been paid might well be 
considered to involve 
the public interest. With prosecution 
pending in Singapore, it would be 
"only natural that we should investi- 
gate the other end of tke affair," he 
added. 

The Swedish Foreign Ministry says 
the charges against Tan followed con- 
sultation between Singapore and 
Swedish officials over Swedish weapons 
reaching third countries — including 
those to which the export of armaments 
is forbidden by the Swedish authorities 
— via Singapore. 

A top-level Swedish delegation led 
by senior Foreign Ministry diplomat 
Nils Rosenberg and Goren Orhem, of 
the War Materials Inspectorate, the 
body which vets Swedish arms sales, went 
















berra planned an amnesty for illegal im- 
migrants for the bicentennial celebra- 
tions next year. 

The planned Bond University is 
likely to remain the most ambitious edu- 
cation venture for many years. Bond 
Corp. and partner EIE Development 
Co. of Japan — which runs six colleges 
in the Kansai region — plan to put 
A$135 million into their campus, which 
is to open its doors to about 800 students 
in 1989, with each student paying be- 
tween A$7,000 and A$13,000 a year. 
Offering double the regular academic 
salaries, Bond has already poached a 
highly regarded vice-chancellor and has 
250 applicants for the initial six profes- 
sorial chairs. 

The university itself will be run by a 
non-profit company. The commercial 
element will come in a public-listed 
trust, Bond University Trust, which will 
own the 183-ha university campus and 
some surrounding land on which it will 
run a research park, shopping centre 
and other ventures. Start-up debts will 
be repaid from public subscriptions for 
units in this trust. Further income for 
the public trust and the university com- 
pany will come from a private trust, 
Burleigh Forest Trust, which will deve- 
lop residential land owned by Bond 
around the campus. Bond thinks the 
university will make land values rise. 

One problem already emerging for 
educational marketeers in Asia is that 
Australia has not opened windows to 
advise would-be students about schools 
and about the requirements of private 
courses, as more established host coun- 
tries have done. Nor have institutions 
prepared proper brochures. As a result, 
self-appotnted touts are filling the gap in 
some cities. These often give erroneous 
information and add unnecessary ex- 
pense, sometimes by claiming spurious 
official connections. 

Another is that individual colleges have 
been “bad-mouthing” each other, which 
is not helping promote Australia as a lo- 
cation of high-quality education. u 











































pore visited Stockholm at least twice. 
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to Singapore and officials from Singa-. 


Fallout over Sweden 


Bofors arms deals might lead to legal proceedings 


Allied Ordnance is suspected of re- 
exporting Swedish arms — such as the 
surface-to-air missile system RBS70 — 
to other countries, including Dubai and 
Bahrain. It is also catenis of sellin 
anti-aircraft guns to Thailand. Swedi 
law prohibits the sale of arms to coun- 
tries in "areas of conflict." Bofors still 
owns 40% of Allied Ordnance, but has 
said it intends to sell off its share. The 
remaining 60% is owned by the Sheng 
Li Holding Co., the investment 
arm of the Singapore Defence Minis- 
try. 

The Singapore connection is just one 
facet of the complex scandal now en- 
gulfing Bofors, which has caused severe 
embarrassment to Sweden because of 
its policies of neutrality and seeking nu- 
clear disarmament. The recent Indian 
Government decision to set up a par- 
liamentary commission to investigate 
allegations that Bofors 
aid SKr 32 million 
US$4.92 million) in 
bribes to secure a SKr 8 
billion arms deal is likely 
to fuel demands in Stock- 
holm that the company 
comes clean over all past 
deals and puts its house 
in order before it is al- 
lowed to continue to sell 
weapons abroad. 

Meanwhile, Conser- 
vative Party MP Anders 
Bjorck has demanded 
that the all-party con- 
stitutional committee 
which investigates al- 
leged abuses of power 
by the Swedish Govern- 
ment should also probe 
the Bofors affair. He 
is calling for a debate 
on any role played by the Social 
Democratic government in Bofors' 
dealings. 

Bjorck also wants to know if there 
was any part played by assassinated 
Prime Minister Olof Palme in securing 
the India deal and details of its financ- 
ing. Bjorck told the Stockholm evening - 
newspaper Expressen: "It is generally 
known that Palme and the Gandhi fami- 
ly had close contacts. I want the com- 
mittee to investigate whether the gov- 
ernment has treated India a Sii 
from other countries who buy Swedi 
weapons. What were the conditions? | 
Has extra goodwill been extended be- 1 
caüse friends of the Social Democrats ' 
rule in India? Have Swedish export 
credit guarantees been used for brib- 
ery?" A 
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An elder guru's campaign 


Kukrit Pramoj tongue-lashes Prime Minister Prem 


By Paisal Sricharatchanya in Bangkok 


pe campaign waged by 
respected senior statesman Kukrit 
Pramoj against Prime Minister Prem 
Tinsulanond has raised a new element 
of uncertainty over the tenure of the 
Prem leadership. While Kukrit's cam- 
paign is unlikely to bring down the 
prime minister in the short run, his 
Stinging attacks may further erode 
Prem’s popularity, already ebbing in the 
eyes of Bangkok's intellectual and busi- 
ness elite. 

uu months of criticism of 
Prem, Kukrit, the 76-year-old scholar 
and politician who served briefly as 
prime minister during 1975-76, told an 
academic meeting on 26 July: “As long 
as we have this [regime], I will continue 
to attack it until it collapses." He said 
that he is opposed to Thais having to 
yield to what has effectively become 
one-man rule by Prem since 1980. 

Most political analysts do not expect 
any serious impact from Kukrit's cam- 
paign in the near future. Despite his 
waning popularity in Bangkok, Prem 
appears to remain much in favour in up- 
country provinces. Since returning to 
head his fifth coalition government last 
August, Prem has been making more 
frequent weekend trips to visit the 
peasantry. He is now leading a con- 
certed effort to help drought-stricken 

asants in the northeast. Perhaps more 


pe ps 
importantly, Prem's support within the 
alic d t fal 


e and the influential military es- 
tablishment is understood to remain in- 
tact. 

But given Kukrit's stature as perhaps 


MALAYSIA 


the dominant figure on the Thai politi- 
cal stage over the last decade, the reper- 
cussions from his latest stance cannot be 
lightly dismissed. Kukrit, who is often 
dubbed the “Grand Guru of Soi Suan 
Plu," after the Bangkok district in which 
he lives, has baramee — an aura of es- 
teem and authority — and commands a 
wide following among the politicians 
and the educated class. One analyst 
said: *If and when Prem's political for- 
tune begins to fall, Kukrit's negative 
comments can certainly hasten the pro- 
cess of his demise.” 

Kukrit's criticism reflects the senti- 





In-house in-fighting 


Amended labour law will legalise one-industry unions 


By Suhaini Aznam in Kuala Lumpur 


alaysia's trade union move- 
ment — born of a need to guard 





'against communist infiltration during 


the 1948-60 Emergency — is still rela- 
tively young and toothless. In a pliant 
society, obedient to its social hierarchy, 
employers have little trouble keeping 
workers in line. 

Three laws governing employer-em- 
ployee relations and workers rights add 
to this intrinsic docility. To be sure, Ma- 
laysian workers in most major indus- 
tries are unionised and there is no lack 
of organisational ability or a want of 
willing leaders in this highly politicised 





country. Nevertheless, strikes are rare 
and decisions of the Industrial Court are 
binding and not challenged. In addition, 
a projected 10% unemployment rate 
this year has encouraged workers to 
value their jobs. ` 

Given this background, the fuss over 
a recent Labour Ministry proposal to 
amend the Trade Union Act, 1959, is 
surprising. The controversy arises over 
the inclusion of one simple word — 
"establishment" — which will permit 
companies legally to install in-house 
unions. 

At present, unions may only be 
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ment of many intellectuals and busi-, 
nessmen who are frustrated by Prem's 
governing style. Despite unprecedented 
political stability since 1980 and impres- 
sive economic achievements during the 
same period, Prem's preference to re- 
main above political conflict has given 
rise to accusations that he is more in- 
terested in clinging to power than 
strengthening the present political 
system. Two recent incidents which 
characterise Prem's style of non-in- 
volvement provided ammunition for his 
critics. 

His responsibility as the head of gov- 
ernment was questioned in early June 
when he chose to preside over a fair in 
the northeast on the same day that parlia- 
ment was debating a corruption charge 
tabled by the oP sition against one of 
his ministers, Chirayu Issarangkun na 
Ayuthya (REVIEW, 25 June). Known to 
be a loyal aide to the prime minister, 
Chirayu resigned his ministerial post in 
late July after being handpicked by King 
Bhumibol Adulyadej to assume the im- 
portant position of director of the 
Crown Property Bureau, which man- 
ages the monarchy’s institutional as- 
sets. 


pz hands-off policy towards the 
protracted internal rift in the Demo- 
crat Party, the largest coalition partner, 
also has done little to improve the over- 
all uncertain political climate. 

While some analysts see an element 
of personal vengeance behind Kukrit's 
anti-Prem posture, others believe he is 
genuinely worried at the way Thailand's 

olitical system is developing under 

rem's direction. Kukrit was instru- 
mental in Prem's original appointment 
in 1980. As leader of the Social Action 
Party (SAP) at the time, he lent 
the crucial parliamentary backing for 
Prem in the following years. Through an 
intimate relationship, which often saw 







formed between workers "within any 
similar trades, occupations or indus- 
tries," without a obe for employ- 
ees within one and the same company to 
form a union. 

Thus the amendment is aimed at rec- 
tifving the embarrassing situation of 
having some in-house unions struck off 
as Sere a as happened when the 
national Electrical Industry Workers 
Union took the government to court for 
allowing the formation of an in-house 
union at Federal Cables, a Penang 
company. Early this year, the High 
Court ruled in favour of the national 
union. 


B: union leaders fear that the em- 
ergence of clusters of small in-house 
unions might weaken worker-solidarity 
and whatever clout national unions cur- 
rently have. The Malaysian Trades 
Union Congress (MTUC), an umbrella 
confederation of trade unions, has been 
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Prem calling on him for advice, Kukrit 
*was then in effect Prem's mentor. 

It was in 1984 when the relationship 
began to sour. The SAP, then in charge 
of a number of economic-related minis- 
tries, was taking much of the political 
flak for a series of economic and busi- 
ness ills that followed an austere fiscal 
policy introduced by a non-partisan fi- 
nance minister, Sommai Hoontrakul, 
who was Prem's appointee. Against 
Kukrit's insistence on changing the fi- 
nance minister, Prem retained Som- 
mai. 

Amid frustration over Prem's appa- 
rent inaction and his own r health, 
Kukrit resigned from the SAP leader- 
ship in December 1985 following a 
humiliating defeat for the party in a 
Bangkok by-election. He subsequently 
washed his hands of politics and did 
not run in the July 1986 general elec- 
tions. 

He was said to oppose Prem's re- 
appointment, which explains why he 
has been deeply upset with current SAP 
leader and Foreign Minister Siddhi 
Savetsila for joining the Prem-led coali- 
tion. 

Besides the personal grudges, Kuk- 
rit’s professed commitment to uphold 
the present parliamentary system also 
puts him at odds with Prem’s supporters 
in the army and senate who are under- 
stood to be bent on changing the exist- 
ing | deer ground rules. 

ukrit — as well as other veteran 
liticians such as Democrat Party 
eader and Deputy Prime Minister 
Bhichai Rattakul — oppose propo- 
sals for a constitutional amendment 
that would prevent MPs from be- 
coming ministers. and introduce a 
new datur of direct prime-minis- 
terial elections (REVIEW, 23 July). 

Prem has not yet directly com- 
mented on the amendment proposal, 
but his stated preference for a strong 


particularly vocal in its opposition. 

The amendment would lead to “frag- 
mentation of unions" in a small country 
with a total workforce of 5.5 million, 
declared MTUC president Zainal Ram- 
pak. Of this total, only 650,000 workers 
are unionised. *We should be trying to 
strengthen existing unions and aim for 
better collective leadership," he said. 

He suspects that one of the reasons 
the government is keen to establish in- 
house unions is its own privatisation 
licy. Since the government is itself going 
into business, first privatising telecom- 
munications and possibly the railways, 
it naturally wants to protect its interests, 
said Zainal. 

Yet in-house unions are not new. 
Some have existed since before inde- 
pendence in 1957, and certainly as regis- 
tered entities since 1959. More than half 
of today's 400 registered unions are of 
the in-house variety, most of them in the 
public or quasi-government sector — 
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executive branch which can concentrate 
on administering state affairs without 
having to bother with the usual bicker- 
ing among MPs has prompted specula- 
tion that he may endorse some of the 
proposed changes. 

An Asian diplomat commented: 
"Because of the prime minister's aloof- 
ness, plus suspicion that he may be be- 
hind the constitutional-amendment at- 
tempt, Kukrit probably sees Prem as an 
obstacle to.the development of Thai 
democracy." Despite doubts in some 
quarters over his role in the parliamen- 
tary dissolution in May 1986, Kukrit is 
still regarded by many academics as the 
"last pillar of Thai democracy.” 

A groundswell of opposition from 
politicians against the attempt to isolate 
MPs, or the legislative branch, from 
executive power vested in the cabinet 
came as no surprise. In a recent public 
address, Bhichai said a similar system 
was introduced during the dictatorial re- 
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such as the Rubber Research Institute 
or Employers Provident Fund — whose 
activities tend to be monopolistic. Most 
are affiliated to the MTUC so the 
MTUC should not fear any loss of influ- 
ence, a Labour Ministry source said. 

Nevertheless, the in-house union con- 
cept received real encouragement only 
after Prime Minister Datuk Seri Mahathir 
Mohamad launched the Look East po- 
licy in 1983, the ministry source added. 

But the Japanese model does not 
work here, Zainal claimed. “The gov- 
ernment should not succumb to pres- 
sure from foreign and local investors," 
who seek cheap labour but want guaran- 
tees against trade disputes, he said, 
pointing out that none has erupted in 
the past five years. 

Moreover, Japanese companies 
face union leaders three times a year 
— the “spring offensive” wage negotia- 


gime of Thanom-Prapass in [969 and 
failed. He said he feared that such a 
separation might produce an impasse in 
arliament, blocking the passage of 
egislation, and might serve as a pretext 
for a coup. - 

A staunch monarchist, Kukrit is in 
particular against the proposed direct 
election of the prime minister, argu- 
ing that one elected with an over- 
whelming mandate may challenge the 
king’s constitutional role as. head of 
state. 

In an oblique reference clearly direct- 
ed at Prem, he told the 26 July audience: 
“The fact that a certain government 
leader visits villagers and keeps on talk- 


| ing about his loyalty to the king is simply 


I 








a tactic to boost his own popularity for 
future political benefit, in case there is 
an election of the prime minister . . . 
The villagers would certainly vote for 
him because they too are loyal to the 
king." 

In another remark that only some- 
one of Kukrit's stature could publicly 
utter, the former prime minister said he 
"felt disgraced as a Thái in having to 
allow only one person to stay above 
politics and criticism — a person that 
has become like a king in an absolute 
monarchy but who behaves as if he 
was more important than the real 
king." 

After such scathing criticism of 
Prem, it was hardly surprising that a 
bomb threat was made against Kukrit. 
Police tightened security at his resi- 
dence in Bangkok and in Chiang Mai 
where he was staying at the end of 
July. 

Kukrits previous broadside in 
early April against army commander 
Gen. Chaovalit Yongchaiyut’s’ coin- 
troversial plan of a “peaceful revolu- 
tion" sparked a rowdy but non-violent 
protest by the paramilitary Taharn 

ran forces. o 






negotiations, Zainal said. Compare that 
to the Malaysian situation where em- 
ployers, as much as employees, are 
protected by a minimum period of three 
years between collective agreements. 


3 ut the most common argument 
against in-house unions is their sus- 
ceptibility to manipulation and control 
by employers. National unions, being 
larger and more in the public eye, are 
theoretically less vulnerable to bullying. 

Since national union leaders rarely 
belong to the company in dispute, the 
"prerogative right of employers to hire 
and fire" is less likely to frighten them 
into submission, Zainal said. 

Indeed even supporters of in-house 
unions concede that there would be few 
safeguards against employers playing 
favourites with in-house union leaders, 
or conversely threatening them with 


tions, August conditions of service .| transfers or dismissals. 


negotiations and November bonus 


To this, in-house union advocates 
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argue that national unions are equally 
vulnerable to enticements "if leaders 
are willing ta be bought," said Lee Ah 
Tee, president of the Malayan Bank- 
ing Officers Association. "National 
unions are not necessarily stronger," he 
said. 

In some cases, employers can actual- 
ly afford to give more pay or benefits to 
employees but are constrained by the 
collective agreement, he explained, cit- 
ing examples in the banking field. 

Malayan Banking, formerly one of 
17 members of the national Association 
of Bank Officers Malaysia, broke away 
and formed an in-house union when it 
felt that the national union could not 
focus on the specific interests of 
Malayan Banking officers. The national 
union took the Malayan Banking union 
to court and lost, but is appealing to the 
Supreme Court. 


t is, finally, a workers’ choice. Em- 

ployees may opt for either form of rep- 
resentation; the one with 51% employ- 
ee-membership is the one the Registrar 
of Trade Unions will recognise. 

“National unions will always exist for 
the small and medium-sized companies, 
and in the primary industries where they 
are entrenched,” the Labour Ministry 
source said. 

“We are a multi-racial society," 
Zainal argued. “Unions can contribute 
to unite workers into one race in the 
long run. By fragmenting unions, we 
split the people.” Although the govern- 
ment has denied harbouring such de- 
signs, it would be a logical method 
of controlling a potential workers’ 
lobby. 

International examples have shown 
trade unionism to have a powerful po- 
tential, one the Malaysian Government 
is openly opposed to being used as a 
pressure group. Given Malaysia’s sys- 
tem of political representation, a work- 
ers’ front could in addition, directly 
challenge the status quo, replacing Ma- 
laysia’s race structure with a class struc- 
ture. 

There is an ironic twist to all this. 
During the Emergency years, the gov- 
ernment had encouraged national 
unions over in-house unions for fear 
that the latter were more vulnerable to 
communist infiltration. Lawyer-colum- 
nist C. K. G. Pillay recalled in The Star 
on 6 June that the organisers of the Batu 
Arang coal strike of 1935 had aimed to 


mine. The government considered na- 

tidnal leaders, by virtue of their smaller 

numbers and higher profile, a safer 

pe And for the most part, this 
as proven true. 

But educatjon and urbanisation have 
upset this old logic. Even though trade 
unions here are not allowed to partici- 
pate in politics, they have on occassion 
added their voice to other pressure 


groups — usually against overnite . 


programmes. 





DIPLOMACY 


Mochtar cocktail party 


Jakarta and Hanoi agree on informal talks among Khmers 





By Murray Hiebert in Hanoi 
rns has see cordes Indonesian proposal to organise an informal 
— or * party,” for the various Khmer political factions 
in an effort to resolve the eight-year-old Cambodian conflict, Indonesian 
Foreign Minister Mochtar Kusumaatmadja said in Bangkok following a three- 
day visit to Ho Chi cendi reden an 
Vietnamese officials interviewed in Hanoi after the Mochtar visit did not 
rue un po ee ipation in the informal talks if they are 
included in a delegation put t er by Prince Norodom Sihanouk, who leads 
one of two non-communist factions of the tripartite, anti-Vietnamese Demo- 
cratic Kampuchea coalition. He stepped down as overall coalition leader for a 


ear in May. 
a In the past, Vietnam expressed the view that such a mee should be be- 
tween Cambodians only and rejected any participation by the Khmer Rouge, 


the coalition’s communist faction. Hanoi ousted the Khmer Rouge — w 
was le for the deaths of hundreds of thousands of Cambodians dur- 
ing its our years in power — in an invasion in 1978. But Mochtar said a new 
understanding had been reached with Vietnamese officials following — 
six hours of talks with Foreign Minister Nguyen Co Thach and meetings 

JOHN SPRAGENS. JR ~ communist party chief Nguyen Van 
Linh and newly elected Premier 
Pham Hung. 

A joint communique released 
at the end of Mochtar's visit said 
*an understanding was reached 
that an informal meeting of the two 
sides of Cambodia be held on the 


basis of equal ege à without pre- 
conditions and no political 


label." 

Asked if this formulation meant 
that the Khmer Rouge could par- 
ticipate in the informal talks, Dep- 
- Foreign Minister Nguyen Dy 
Nien, who took part in the Mochtar 
talks, told the REVIEW: “It is up to 
Sihanouk. There will be only two 
sides in the talks. It depends on who 
he wants to along." 

The joint Vietnam-Indonesia 
communique also said that “at a 
later stage, Indonesia will invite 
e concerned countries, includ- 


suggesting. 
willing to join the talks. “The Vietnamese always envisioned the cocktail 






Thach; Mochtar: a new understanding. 


as a talk between Cambodians, as if there was no occupation, no inva- 
sion,” Mochtar told journalists in ok. “But now they are willing to 
talk.” 


Mochtar said that Thach had agreed to discuss esos peny orn 
with Vietnam’s allies in Phnom Penh and that Asean would present the idea to 
the resistance coalition. Mochtar also said Sihanouk “accepts the idea in prin- 
ciple but he had certain conditions.” He did not spell out the prince’s condi- 
tions. Mochtar met Sihanouk in Pyongyang in early July. 

The Khmer Rouge and the Khmer People’s National Liberation Front, 
one of the resistance coalition’s non-communist factions, have in the 


rejected any m among the Cambodian political f 

ag ste er Se Samrin regime — that it implies the 

IÉ— by civil war rather than the occupa- 
China and Thailand, the resistance’s two main backers, have also been un- 

enthusiastic about the cocktail-party idea since it was first proposed more than 


a year ago. Thai officials refused to comment on M s Vietnam visit, but 
said Asean will meet soon to discuss the proposed talks. 
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Yearbook does more than cover these events — it com- 
pil es, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 


economic, social and: political realities id Asia at your 


fingertips as does the Asia Yearbook. 





‘Now In Its 28 dion " 


-The Asia 1987 Yearbook, now in its 28th year, is: CUR ; 
‘and more comprehensive than ever before. "Matching 
the rapid pace of Asian development, it goes into great- .— 

book which everyone " 

who needs to know PUE Asia must have. on theab e book- 2 


er detail, with greater insight 





shelf. 


Features 


The Asia 1987 Yearbook includes two new v chapters —— 
covering a historic year in South Asia, and anal ysing US. 


involvement in Asia — but you will find familiar chapters 


and features.as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, : 


Asian Finance, Asian Investment, . Commodities, 


Energy, Aviation, Shipping, Fishing, Trade & Aid, the | 


Pacific, Asian & Pacific AHARSNUGUS) and a round-up 
< ofthe year's news stories. us 


_. As in the past, the Asia 1987 Vedrbook has an abun- 
- dance of charts, tables and graphics to illustrate the 


ioe „material, including a full | military profile of each regional ] | 


country. 


— The main. body of the book contains chapters on 31 
. countries, ranging from Afghanistan to Japan, from 
. Chinato New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews s of its 
. Politics and Social Affairs, Foreign Relations, Economy 
. and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 







you localised, first-hand information on everything from - 
-market potential and population trends to foreign aid in- 
en -social and. cultural | landmarks. Each .. 
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apan plans to free its hospitalised 
mental patients in the same.way that. 
as tried to better its treatment of 
ens: symbolically. Two years ago, the 
istry of Justice sought to offer relief. 
gn residents who dislike finger- 


rless ink. Now the Ministry of Health 
id Welfare wants to give mental pa- 
ints the illusion that they are part of 
world, by letting them see more of 


The govern ment has decided that the 
bars should come off the windows 





jlace the iron window gratings with 
reinforced glass on the locked wards of 
ill public and private mental hospitals is 
t of a government spending package 
stimulate the domestic 
economy. It is also aimed at. 
rightening the gloomy 











: i May 1985, three spec- 
ialists representing ICJ and 
the International Commis- 
on of Health Professionals 
investigated Japan's mental 
hospitals, in response to a re- 
quest made by Japanese law- 
er Etsuro Totsuka on be- 
half of the J n. Fund for 
Mental Health and Human 
Rights. The Japanese group 
had formally appealed to 
ICJ in September 1984, at 
e height of a scandal of 
rwellian proportions at 
otokukai Utsunomiya Hos- ~~ 
ital, a private institution in Tochigi pre- 
ecture two hours by train north of Tokyo. 
Japanese human rights advocates 
made the appeal to pressure the govern- 
ment into action. In May 1984, ICJ had 
written to Prime Minister Yasuhiro 
Nakasone to suggest that he appoint an 
ndependent group to study the treat- 
ment of mental patients and related 
aws. Nakasone did not reply, implying 
at how Japan treated its mentally ill 
wasitsown business. . PME 
^ [CJ recognises that local conditions 
‘like culture áffect how a country will 
care for its mentally ill. But in Human 
Rights and Mental Patients in Japan; its 
September 1986 report on the findings 
of the joint mission, [CJ maintained 

at “common human needs and funda- 







ng by changing from black to col- 


mental hospitals. The scheme to re- - 


Sleeping it off in 





cend cultural factors" in a country like 
Japan, which has the economic re- 
sources to end discrimination. 





n- 


one alleged to be mentally ill. Vague 
definitions of "mental disorder" facili- 
tate: medical pretexts for incarcerat- 
ing "embarrassing" or “troublesome” 


less protection from arbitrary detention 
and less opportunity for legal redress 
than criminal suspects. And further 
abuse of patient rights is underwritten 
by a health insurance scheme which re- 
wards remotely located hospitals that 
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accept as many patients as possible, and 
keeps them as long as possible. i 
The Hotokukai scandal revolved 
around reports of violence. It all began 
| With suspicions over the hospital's high 
death rate. At least two patients had 
died from disciplinary beatings by male 
nurses using steel pipes. The causes of 
death were obscured by false statements 
on death certificates. Other patients 
had. been forced to do work that was 
supposed to be performed by licensed 
medical technicians and nurses. The 


health insurance compensation, operat- 
ed facilities without permission, sold 
rice produced by patients on the black 
market and hid evidence. Staff nurses 
had illegally dissected patient bodies to 





mental aspects of human rights trans- - 


The Hotokukai scandal exposed one — 
| of Japan's biggest government-spor 
sored rackets. Japanese laws allow | 
families and society to hospitalise any- | 





members. The law gives mental patients" | 


hospital had made fraudulent claims for- 





| remove brains for study by Universityof | —- 
| Tokyo medical school doctors who re- "ug 
.| ciprocated by referring patients to the 


hospital. " : 

Most Japanese mental hospitals are 
far from being such chambers of horror. 
But even the best share the traits that 
foreign and domestic critics alike have 
attacked: high rates of involuntary ad- 
mission (80%), high rates of detention 
in locked wards (7096), and long 


periods of incarceration. 


Japan's 1,605 mental hospitals are 


filled. with 340,000 patients. According 


to figures which include 90% of the 
mental: hospitals, about 70% of all 
mental patients are confined to locked 
wards. About 85% of the beds are in 
private mental institutions. In addition, 


-about 1 million people are being 


treated for mental disorders as outpa- 
tients, so about 1% of Japan's 121 mil- 


lion population is officially mentally ill. 


About 8096 of all patients are hos- 
pitalised involuntarily — 70% by the 
consent of their legal guardians, and 
10% by order of a prefectural governor. 
Inside mental hospitals, pa- 
] tients are often not allowed 
|. to make phone calls or write 
letters. Outside, they are 
legally barred from public 
baths, and jobs like teaching 


|. and truck driving. 
dot J apan has been locking up 
^W) more mentally ill people, 
and keeping them locked 
away longer, at a time when 
most industrialised countries 
have been revamping the 
treatment of those with men- 
tal illnesses. Between 1955 
| and 1980, the number of hos- 
 pitalised mental patients, 
calculated as a rate per every 
10,000 people, in the US 
dropped five-fold from 34.4 
to 7, while Japan's rate rose 
five-fold from 5.5 to 26.7. 
^ "The US hospitalisation 
| . rate rapidly fell because of 
federal and state programmes to dis- 
charge as many patients as possible. 
This policy, known as deinstitutionali- 
sation, has not had a good track record. 
Thousands of mental patients were re- 
leased into communities that lacked 
adequate mental-health facilities. Dis- 
| charged patients with no families to sup- 
port them ended up on the streets with 
the homeless. > n 
A Japanese newspaper reported that 

the US has about 2.5 million homeless 
people, 4095 of whom may be mentally 
ill. In the US, these figures vary widely. 
Estimates of the homeless range from 
300,000 to 3 million. Most estimates fig- 
ure about 3096 of the homeless are men- 
Yet Japan, 


BOB FOLEY 


AMAA IRA Té nein) ranir s PN € TR 






















okyo alone, hundreds 
e ein subway stations 
parks, and some of them are men- 
y ill. Generally they bother no one, 
but in August 1980, a deranged home- 
^| less man ignited a bucket of gasoline he 
. "had thrown into a bus in front of Shin- 
_ juku station, killing five and badly burn- 
| mg 18 others. 
| > twas not until the next year that vio- 
| lent crimes by the mentally ill began to 
.| Stir fears about public safety. In June 
| 1981, a knife-wielding man went ber- 
ona Tokyo street, killing four pass- 
And injuring two others, then 
iding- -a woman hostage for seven 
before he was arrested. The man 
been mentally ill and was taking 
| stimulant drugs. A wave of such crimes 
| by men with a history of mental illness 
| and drug abuse moved the government 
_| to study measures to prevent indiscrimi- 
| nate killings. | 
.— By 1983, the Ministry of Justice had 















started to draft a new Penal Code with a | 


"security-detention" provision that 
would allow the police to hold any per- 
son thought to be temporarily suffering 
from an impairment of their 
mental faculties, or judged 
mentally incapable. The pro- | | 
vision was aimed at released. 9 
murderers, arsonists, rapists |; 
and other felons who the au- |! 
thorities feared might repeat 
their crimes. The ministry 
also considered a plan to es- 
tablish its own mental hospi- 
tals where those subject to 
security detention could be - 
| committed. ! E 

The government has ar- 
gued that the police need 
stronger holding powers to 
keep Japan's. streets safer 
than. those of other coun- 
tries. Public reaction to cases 
of indiscriminate violence 
has been to demand more 
protection in the belief that. 
real or possible victims have 
a higher claim to human - 
rights than actual or poten- ` 
tial criminals. But the Japan Federation 
of Bar. Associations has strongly op- 
posed all legislation that would give the 
police more arbitrary power. - 

Media coverage of violent crimes by 
the mentally ill has created the impres- 
sion that mental illness constitutes a 
major public hazard. But a white paper 
on crime reported that in 1983, only 
2,461 (0.56%) of 438,705 suspects ar- 
raigned ðn criminal charges — exclud- 
ing traffic accidents — were thought to 
be suffering from mental disorders. If 
so, then the crime rate among Japan's 
mentally-ill is only about half the 0.4% 
rate for the nominally healthy part of 


DR the population. 


This does not mean that a neighbour- 





twice as safe as one with only sup 


| posedly healthy citizens, for the rates. 
for murder and arson by the mentally-ill- 


are relatively high. But it means that 
mental illness is not tantamount to 
danger. Yet the equation of mental ill- 
ness with danger makes it difficult for 
people with a history of mental illness to 
live ordinary lives. 


| n 1982, a man thought that he had- 


been fired from his job because his 
employer had learned that he had once 
been in a mental hospital. The man 
went to the hospital for a certificate of 
sanity, but the superintendent forcibly 
admitted him with the help of some or- 
derlies. In 1985, with the help of the. 
Second Tokyo Bar Associaton, he sued 
both the city whose mayor approved of 
his involuntary detention, and the state 
of Japan which is responsible for the ar- 
bitrariness in the law. The man report- 
edly negotiated a cash settlement with 
the hospital and is working again. —— 
The ICJ report concluded that one of. 
the most serious defects of Japan's Men- 


| tal Health Law (MHL) is the absence of 
a specific provision allowing for an indi- 
vidual to request admission on a volun- 





tary basis. The MHL has noble goals: to - 
provide medical treatment for the men- 
tally ill and to prevent mental illness, in _ 
order to preserve and improve the men- - 
tal health of the people. But ICJ found | 
that this purpose “was. being under- 
mined by a policy whereby the law was - 
being used primarily as a police or social | 
control mechanism" in violation of the - 
UN Convenant on Civil and Political - 
Rights which Japan ratified in 1979, and - 
even the Japanese Constitution. | 

Moreover, “the method of reim- . 
bursement itself discourages voluntary | 
admissions and encourages forced hos- 
pitalisation." So even when a person 
with a mental illness is willing to be hos- 
pitalised, doctors commonly recom-.. 


mend that the involuntary or compul- | 





| Federation of Associations of Far 









| that it does not convey the we 
‘meaning that the bars do.” == 


but though we have much to learn from 


hospitals make more 
A limited 









































had helped them, while half cou 
discharged if their families would a 
them. But a 1986 poll by the Nati 


of Mentally-Hl Persons found that 
thirds of the families were not willi 
look after thèm at home. - | 
The Ministry of Health and Welf; 
in response to both the ICJ report 
domestic opinion, has drafted a b 
revise the MHL. Approved by 
cabinet in March this year for su 
sion to parliament, the bill encow 
voluntary admission and greatly stiff. 
medical criteria for involuntary de 
tion. In theory a hospital would ha 
obtain the written consent of the 
tients it admits, inform them of. 
right to request release and relea 
them upon request. But in practice 
status quo could continue. 
| Patient rights activist Totsuka, also 
member of the Committee on Huma 
Rights of the Second Tokyo Bar Associ 
ation, welcomes the bill" 
promotion of voluntary ad- 
| mission. But he criticises the 
| Ministry of Health for not 
| setting specific targets, like a 
voluntary admission rate of 
9575 within 10 years. And 
while he accepts the bill 
emergency holding powers, 
he faults its failure to guarat 
tee patient rights toa fully in- 
dependent diagnosis and 
redress, as stipulated in the 
.UN covenants and as rec 
ommended by IC]. ^^. 
. The MHL bill proposes t 
rename the law —~ fror 
Mental Hygiene Lawo 
Mental Health Law: 
Japan Times editorial, 
ing a "major social refo 
behind this. change, s 
that “The [reinforced] 
may effectively serve 
same purpose [as th 
window gratings], but it is im 


typical of attitudes towards legislatio 
Japan, where laws are seldom tak 
seriously as instruments of social refot 
even by law makers. : 

“We are behind Europe and the US 


them, we also want to avoid their mis 
takes,” a Ministry of Health official wa: 
recently quoted to have said about th 
MHL bill. “We are not ‘going to sta 
from a blank sheet of paper, but rath 
revise the law in line with the legitim 
d die of patients and the cultural anc 
ethical background of Japanese socie 



























dish Bhatia in Calcutta 








Bthat the first book on a psy- 
analytic subject which came to us 
| that part of the world [India] 
ild display so. good a knowledge of 

































reach 

to raise it.” Thus wrote Sigmund 
n 1922, referring to a thesis, enti- 
oncept of Repression, that had 
sent to him for his comments by a 
t who had already made 
tic history by being the first 
hologist to be awarded a doctorate 
s discipline by Calcutta University. 

"his pioneer thinker who won such 
re. praise from Freud was Girin- 
rasekhar Bose (1887-1953), an adven- 
rous explorer of the psyche who in 
922 founded the Indian Psychoanalyti- 
cal Society. Medical practitioner, ex- 
perimental psychologist, historian, pro- 
ific writer and proselytiser for the new 
Éreed of psychoanalysis, Bose has 
rightly been described as a Renaissance 
personality, for both his scope of in- 
erests and the deep humanism that in- 
formed his thought. 7 

It is perhaps symptomatic of a con- 

















































many of the mentally disturbed are 


and psychiatry is a forlorn voice in the 
wilderness, Bose and his work have 
been largely forgotten. Calcutta's fa- 































that he helped to found in 1940 — which 
scame the largest institution of its kind 

the world to be run by a psychoanaly- 

society and won international praise 

as under government management 

nerated into a noisome bedlam. 

AM but one of the many books Bose 


hile the countless articles he contri- 


of his copious correspondence 
h Freud, Ernest Jones and others has 
her been lost or is unavailable in the 
al to local researchers. There is 
ame confusion even regarding the year 
S birth, though it seems to be gen- 


l 1887, . | 

- Girindrasekhar was the youngest of 
nine children'of Chandrasekhar Bose, a 
Nedantic scholar and dewan of the 
aharajah of Dharbhanga's estate. 
‘wo of Girindrasekhar's brothers, Raj- 
ekhar and Sasisekhar, were to become 
vell-known writers in Bengali. Having 





t was a great and pleasant surprise. 






locked in jails with common criminals, 


mous Lumbini Park mental hospital | 


1 ote, all in Bengali, are out of print, 


uted to journals remain uncatalogued. 


illy accepted that he was born on 30. 


graduated from Calcutta University in 


1905 with record marks in chemistry, - 


Girindrasekhar went on to get a medical 
degree and started his practice in 1910. 
An amateur interest in magic and 


hypnotism led to a growing fascination | 
with the hidden workings of the mind. - 


He had recounted how as a medical stu- 
dent he had used hypnotism for 
"therapeutic ends," long before he 
learned about psychoanalysis in 1909. 
At that time in India, even in specialist 
circles, few had heard of Freud, whose 
works were not available in the country, 
either in the original or in English trans- 


lation. Despite the paucity of basic re- 


ference material, Bose began to apply 


emporary Indian malaise that while so [Sw 


psychoanalytical techniques. im reati 
mental patients. i | 


n 1917 Bose enrolled in Calcutta 

University's first course in experimen- 
tal psychology and scored the highest 
marks of all the candidates that year for 
the Master of Science degree. Bose's 
first published work, his 1921 doctoral 
thesis on repression, is said to have been 
the result of a bet he took with a fellow- 
member of the Utkendra Samity (“Ec- 
centric Club"), a gathering of intellectu- 
als who met daily at Bose's Calcutta re- 
sidence. Bose accepted a challenge to 
produce a thesis within a week and ful- 
filled his promise by dictating the work 
to a stenographer. 
. Acknowledging the published thesis 
which he had received from “a warm ad- 
mirer of your theories and science," 
Freud was "glad to testify the correct- 
ness of its principal views" and admitted 
that "my surprise was great that 


of your 






























st 
et more 












ys be 


ews.” 

Although Freud and Bose never met 
(the latter insisted that his going abroad 
would be “more a fashion than a need") 
they maintained close contact until 
Freud’s death in 1939. Despite points of 
difference — particularly over Bose’s 
theory of “opposite wishes” (for every 
expressed wish there is a contrary desire 
in the unconscious) which Freud felt 
was unable to explain anxiety or repres- 
sion — the two held each other in the 
highest regard. Confessing the “con- 
tradictions” in Western psychoanalysis, 
Freud said he reproached himself “for 
not having given attention to your ideas 
before.” ! 

Whether as writer, teacher or ad- 
ministrator, Bose's magnificent obses- 
sion was to bring down the walls of ig- 
norance and superstition that impri- 

| soned the mentally disturbed, for 
whom the only prescribed treat- 
ment was incarceration in the 
nightmare limbo of “lunatic 
asvlums.” In 1933 Bose helped 
start the country’s first psychia- 
tric out-patients’ clinic in Cal- 
| cutta’s Carmichael Medical Col- 
| lege and Hospital. Later, at the 
| suggestion of one of Bose's most 
|. brilliant students, T. C. Sinha, 
the Indian Psychoanalytical So- 
ciety established and.ran its own 
umbini Park mental hospital 
nd research centre, considered 
at the time to be a model institu-. 
tion of its kind, offering the most 
modern forms of treatment. 

Freud's theories had scan- 
dalised many in the compara- 
tively liberal West, and to intro- 
duce such. ideas to an orthodox 
society whose intelligentsia was 
mentally corsetted in Victorian 
whalebone required a rare de- 
gree of conviction and moral courage. 
Bose’s output as a writer revealed his 
many-faceted personality. A 1929 dis- 


sertation on dream theory was follow- 


ed by a children's story about the world 
of ants, for which the author. even 
drew an illustration. Then came a work 
on the ancient Hindu Puranic texts, 
and a treatise on the kings of An- 
dhra. E 

A dictionary of psychological terms _ 


| devised in Bengali by Bose was pub- 


lished in the. year of his death. But 
perhaps his most significant work. was 
an interpretation of the Bhagvad Gita in 
which Bose sought to correlate Hindu 
philosophy to Western psychology. 
After his death, a close associate is re- 
ported to have remarked: "While others 
read the Gita, our Dr Bose used to live 
the Gita." That unwritten epitaph sums 
up a life whose loss was a diminution of 
a world far wider than the twilight land- 
scape of thes ind. - o 






























Shifting from commodities to manufacturing: Hawke's next challenge. 


AUSTRALIA '87 | 





Successful economic reforms have not yet boosted industry 





By Hamish McDonald in Sydney 


Iter four years of widely commended economic re- 
forms under the Australian Labor Party (ALP) gov- 
ernment of Prime Minister Bob Hawke, Australia is 
still waiting for evidence of revived investment in manufac 
turing industry necessary to complement an already 
booming service sector in diverting dependence from struc 
turally depressed farm and mining commodities. Producing 
this investment will be the major chi illenge v. Hawke after 
winning another three years in office in the 11 July federal 
elections 
A currency depreciation of 30% since mid-1984, real 
labour costs down 8% over four years, far fewer strikes, a 
large pool of unemployed labour, a liberalised financial re- 
gime and a vogue in foreign countries for things Australian 
are favourable conditions for expansion of manufacturing. 
Phe macro-economic negatives: a resurgence of inflation 
from about 5% at the end of 1984 to 9.4% early this year, and 
high domestic interest rates in the 16-20% range for business 
borrowers. But that surge of inflation was the price of the 
new exchange rate and is winding back, and the historic bull 
run in the Australian stockmarket has provided some 
alternative to borrowing in the year to June 1987 listed 
companies raised A$16 billion (US$11.4 billion) in new 
capital. * 
Manufacturing exports have risen substantially. In 1986- 
87 (July-June) exports of m; ichinery and transport equip 
ment were up 64% on the previous year, and of metal and 
metal manufactures up 16% while “other non-rural^ which 
includes a high proportion of processed goods and manufac- 
tures recorded a 47% gain. The 39% growth in these sectors 
combined were the strength of an improved merchandise 
trade balance (the deficit fell to A$1.94 billion from A$3.39 





The investment imperative 


billion). countering a [all of 5% in mineral export receipts 
anda mon st 7% gain in rural exports. 

Yet Canberra’s latest figures for business investment 
show private capital expenditure declining by 8% in the first 
quarter of this vear and planned spending on buildings and 
cquipment for the 1987-88 financial vear sharply down on the 
AS22 billion estimated for 1986-87, at about A$19 billion. 
[hese figures are normally revised upwards as the year pro- 
gresses, and some enterprises may be able to increase output 
with extra labour rather than new equipment. But at best, the 
level of investment looks stagnant. 

Anecdotal evidence suggests businesses have taken up the 
s ick in existing capacity, but are hesitating about investing 

additional pli int. Labour-supply problems could inhibit 
more intensive use of existing machinery by additional shifts, 
If this continues, many economists worry, Australia's man- 
ufacturing recovery could come up against a brick wall of 
supply constraint 

Businessmen cite two broad reasons: Hawke's tax re- 
gime has worsened the burden on business, particularly on 
small enterprises, and uncertainty is widespread about how 
long regained cost and exchange-rate competitiveness, will 
last 

Changes to the tax system in July this year increased the 
corporate tax rate from an already high 46% to 49% while 
other industrial countries have been reducing their tax rates 
The previously introduced tax on fringe benéfits paid to em- 
ployees has also added to the tax take and increased the 
paperwork load, partitularly for small business. A 150% de- 
ductibility for research and development spending has been a 

valuable innovation under Hawke's highly regarded Industry 
Minister, Sen. John Button. On the other hand, actual in- . 
E. 
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srialiets, Sica 
climb back up fror 
cent level last A 
72 US cents by tl 
` year (and from 50 bs 
t céntral. 
' index). "Many Austra 1c 
panies would like to have more 











at a lower rate, 


South Wales Chamber of Manu- 

. factures. “Many would invest at 
65 US cents but not at 71 cents.” 
The fail against the curren- 
cies of other aspiríng manufac- 










stability in the dollar, preferable. 
" said Philip An- 
derson, economist with the New 


3 e uncertain future of the 
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(March quarter 1981 — 100) (a) (b) (c) 






Trade-weighted index 














USS/AS 


turers such as Malaysia and New - - aal 


Zealand was in any ‘case 


nowhere near as marked as.| = 


against those of major industrial 
countries, 


rency realignments. 
- The longer-term outlook for 


: the floating dollar in a commod- © 
|. causes doubts. “Even if we do expand undue a again, 
an almost certain rise in oil pricesin the 1990s will produce an 
appreciation of the Australian dollar,’ 
Clarke of New South Wales University. “This would be dis- 
astrous for manufacturing exports and will increase the com- 


| ity-exporting ^ country 


petitiveness of imports.” 


- The benefits of the exchange- rate gains since cati 1985 | | 
are meanwhile being. quickly eroded by an inflation rate | 
some: 7.4 percentage points above the average of industrial 
competitors. Labour costs have been rising at less than the in- 


flation rate, so that real in- 
comes of Australian. workers 
have been falling, but viewed 
externally are still — 
faster than in competing coun- 
| tries. 


| centralised wage fixing, em- 
ployers face increase 





| 8.5%. in their wages bill inalit- | 


E tle over a year to January 1988. 
ds „Attempts by the. quasi-judicial i: 


andustrial commission to re- . {F 


| quire productivity gains before 
components of its wage awards 
. apply are given lip-service in 
2 many cases, as cowed employ- 
, ers. give way to powerful 
unions. o 
|| Workers and their union of- . 
~ ficials are notably more ready 
to ‘talk about eliminating the. 
vermanning and narrow job 











| . past. Certain industries, nota- 
bly car manufacturing and 


meaning that com- | 
petitors have gained the same if 
not more advantage from. cur- 4 


rising |. 
" Under the revised govem- |- DN 
ment-trade union “Accord” on- | 


Htions inherited from the - 


steel, have been marked anny dis- - 



































E e e * A NE «9 ee 99 $9» | 
o PR. 'B4 "85 o '86 "87 
(a) The TWI has been rebased to the March quarter 1981 =.100 


and therefore differs from the figures shown in the table. . 

. ^ (b) Upward (downward) movements represent appreciation | 
. (depreciation) of the A$ against other currencies. © =~ = 7o 
{c} Mom ra rates calculated as average of daily rates. 


Source: Reserve Bank of Australia. 1 








l REVIEWGRAPH 





` said economist David 
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| 1976-77 . 
| 1977-78 
| 1978-79 | 
| 1979-80 — 
1980-B1(a)- 


T 1980-81(a) 
. 1981-82 

1982-83 

1983-84 

| 1984-85 

. 1985-86. 
1986-87 (b) . 

1987-88(b 


(a Bréakin series fornew buildings and s structures due toa change in the treatment 
“of speculatively built construction projects. The break in this series previously. 
occurred in 1982-83; the Statistician has adjusted and published figures for the | 
: period 1980-81 to 1982-83. ; 
(b) Figures based on data from the préliminary ApriiMay. 1987 survey. Ads 
- incorporate expectations data for 1986-87 and 1987-88 adjusted. for the mean 
realisation ratios for the period 1974-75 to 1985-86. 


: Seurce: Australian. Bureau of Stetitics. 





































ment, quedes restoring pro 
have been under threat for some ye fS, » however; wid 
concentrated minds. wonderfully, a 
majority of the workforce is in: 

Enterprises can build up cor 
| ow 


ig 

for Aat alamba p 
"To supply- Daimler-Benz 
Stuttgart we have to r 
tain a» month's: stock in 
many. You can imagine 
that costs," 
wm lingwood, managing director 
^. Hendersons Industries, a. M 
bourne-based producer of car springs and seats. . $ 
Even with 8% unemployment in Australia, manufact f- 
ers find it hard to get even unskilled labour. “We: 

people to come and work,” said Collingwood. 
ends up being the latest wave of immigrants: at the m 
we have a large group of Ethiopians in one of our pl 
The polyglot composition of factory teams — having 3 
naticnalities is not uncommon in Melbourne or Adelai 
presents additional management challenges: "Y« 
-have one enone sweeping up after another. 
: | lingwood said. - 


p most come up to the 


must hold to stay compe 
| The-dole for. a m. ri 
§ with two children is 

| a week below the awar 
^for certain automotiv 


| m many deca | 
after taking out the d 
commuting to work: 


a bourne, typical absentee 
| are 1795. on Mondays and. 


lingwood. E" 
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production line 
P 


At the big car plants i in ! 


on Fridays, and turnover o 


| workforce is about 32% a year 
"The spread of up 

| tion 
nothing at all to cut 


benefits “has. 


labour meven” said E 


Trade unions- meañ wh 






pany picis Senne poe even though. 


pprenticeship system and the narrowing: of margins 
uth and adult wages.. 
Japanese Ministry of International Trade and In- 
iead: Naohiro Amaya, who recently completed: a 
f. Australian manufacturing at Canberra’s re- 
said a marked improvement had occurred in indus- 
relations. “Nevertheless, work ethics and rules crys- 
sed over 100 years are difficult to reshape in just a 
. Australians believe that these recent efforts have re- 















facturers a keener edge in the export market. To foreign 









ncing. 


. Along with other cee ee Amaya also singled outa lack 
"an "export culture" among manufacturers. “Most.of 









the protected home market, with. little drive to export 
oad." 


rt oriented because they are foreign-owned and not al- 











zen Co. The recently localised air-conditioning engineers 


Zealand fromits former US parent. 
Economist Roger Sayers said it was hardly surprising that 
manufacturers would take some persuading to take expen- 
sive investment decisions, given limited experience with a 
free-floating exchange rate. However, Australian manufac- 
turers had managed a diversity of exports in the past two 
years: computers to Sweden, the US and France; railway 
wheels to India and Egypt, glassware to the US; biscuits to 
Southeast Asia and the Middl 

the US; adhesives and sealants to Asia, telecommunications 
. to Egypt, Europe and Asia; cars to Britain; steel to the US;. 
irrigation pumps to. Bangladesh; microwave landing systems 
to M 
1e US and Asia; and microprocessor- -controlled lighting sys- 
ms to Singapore. ; 
These examples show that it is certainly possible to pro- 







































. markets, despite Australian proximity to low-cost 
n countries and even despite the managed currencies of 
e of those countries," Sayerssaid. — — 
"The product composition of Australian manufactunng 
nd management attitudes will need to change further in cer- 
ain areas, however, to achieve its full potential. The lower- 
ost end of domestic markets for broad proses groups ment 
est be left. E Leni | 

ost imports the | 
Jonger term. For while o MNJ 
r competitiveness has | e, uen 
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i training with the near-collapse ofthe trad- > 


oved the edge in industrial relations and given its manu- 


es, however, the current status is still less than fully con-- 


secondary industry has been preoccupied with opportunities - 
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- Trane Co: of Australia has only just secured rights into New - 


le East; aircraft components to- 


| and export manufactured goods from Australia for- 




















In many cases. however, Austen enterprises are not ao 
to compete with the parent company in third markets. |- 


Commonwealth. Industrial Gases, for example, is barred | 
om certain Asian markets by majority owner British Oxy-. 


ingapore and the US; scientific instruments to Europe, | 
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“world economic recession, Australia would be highly ex- 


"than government debt — received little public airing during 
the election campaign. Instead, the election was dominated 
by thé góvernment's attacks on the credibility of the opposi- 

i tion 


` tacks ibn “middle-class welfare,” greater labour-market Fa 
„ciency and an education and training policy shake-up... 
Saka et itself the highly ambitious task of doubling man- 


"the Australian dollar and to kecp h 
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By Michael ji Stutehbuty in Sydney 


fter the diversion of its third federal election in less 
than four-and-a-half years, Australia is now returning 
VÉ to the long, hard haul of reorienting its economy to 
cope with the con tinuing poor outlook for some of its major 
export commodities. ` 

The central task confronting the re- -elected Labor govern- 
ment is to stabilise Australia's ballooning foreign debt by the 
end of its three-year term. Projections by the government's 
own Economic Planning Advisory Council suggest that net 
foreign debt, now at around A$80 billion or more than 30% 
of GDP. will continue to grow until it reaches around 40% of 
GDP by the early 1990s. | 

That is if things go well. If things go badly, such as via a 





,a few months ago, the OECD warned that the 
yf a “formidable” medium-term adjustment task. 
“Yet the. pests debt — most of which is private rather 












ral Party's ambitious promise « of almost immediate 
large tax cuts to be financed by a 10% ^o cut in Eoterninent 
spending over three years. — 

Relieved and almost surprised to find itself back i in office, 
the Labor government faces an obvious need to accelerate its 
Cs ablic of deregulation of product and distribution mar- 

ets, public-sector reform, selective privatisation, further at- 







exports within five years and the impossible task of 
Id poverty by 1990. At the same time,.co tinued 
balance-of-payments contraints will require it to cont inue 
with an austerity program ne aimed at maintaining the com- 
petitiveness enjoyed by local ind from the 30% fall in 
n Juporte of con- 














sumer goods. 
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with this, though Dish interest rates ga new taxes have pro- 
di ced an aggressive small business lobby. Despite the trap- 
"pings of bilateral corporatism, the government's policy initia- 
[t ies will be a in line with the international 


Country” and enabled the goven | 
for an austerity programme. 
The government now hopest 

| of-payments crisis has been left b 

; | monetary policy slowed the eci 

bvious need is to increase the level of domestic sav- | 1985 to about 1.5% in 1986/87, all 

ocal investment. One hope here isemployer-funded | from net exports. With real wage 
nnuation schemes, a plan mooted first by building | past two years, consumer spending 
and then expandedi into a general claim bythe ACTU. | have fallen in real terms over th 
sful, this move will result in union superannuation | motor vehicles have dropped tot 
with huge funds for investment, Also, the govern- | ) AU. 

as ended the double taxation of dividends through a 

tation system that should make equity fund-raising 

ictive to companies than borrowing. 

ds of the foreign- -debt crisis occurred in the ill- 

resources boom" of the late 1970s, when the private 

and government infrastructure authorities borrowed 
ly to finance rapid coal and aluminium developments 
med at exploiting the second oil crisis. After this foundered 
ith the drop in oil pos Australia was hit by the combina- 
tion of a wages explosion, the international recession of the 
early 1980s and a debilitating drought. | 
After its election in 1983, the Hawke government sought 
to pump-prime the economy out of recession with the aid of 
| anincomes policy with the ACTU that was designed to avoid 
| wages inflation. But a consumption-led recovery, a reluc- 
tance to put fiscal policy in reverse as the economy boomed 
and a sharp deterioration in export conditions for traditional 
staples such as wheat, coal and 
iron ore rebounded on the bal- 
ance of payments in 1985. — 

4. This nasty economic cocktail 
reflected forces in the Australian ec b) 
economy stretching back a cen- 30% in the past year. For the ‘firs 
tury and which will be extremely . | 90-day day | | time. the number of incomir 
difficult to redirect. Economic | privaterates s) REM E E MAE I tourists has exceeded Australia: 
historian. Boris Schedvin, traces | : 2 | | KAS Oan tourists leaving. A follow-on from 
these forces back to the early this has been a boom in co C 
dominance. of wool and. gold — tion of tourist facilities and strong 
which produced in Australia one growth in hospitality indus 

- of the world's highest standards of. ployment. | 

living in the late 19th century. But . This better balance-of 

| the spin-off of this easy wealth was ments result has boosted finan 

a protected and inward-looking market sentiment towards A 
urban-industrial sector not up to tralia at the same time a 

coping with the sectoral decline in investors in US dollar- 

| commodity prices and an export nated. assets were loo 

sector which now only accounts other countries because. 

for 14% of GDP. weakness of the greenba 

|, ronicallb, a boom in gold turn, this produced a sh: 

E prices and a wool recovery in interest rates, with 

c Copa by the opening of the term rates falling from 

hina market) gave the govern- | 18% to 13% since the sta 
ment breathing space last year to i 1987. | | 
|. stem the economic crisis when in | The government’ Srema 
| July the Australian dollar almost | political triumph over comm 
-| touched 57 US cents. This cur- ‘dissatisfaction with lower | 
rency crisis followed a warning on standards owes much to the 
a popular Sydney radio program- | runinthe money markets ov 
me by Treasurer Paul Keating first half of 1987. Fot most o 
that Australia faced becoming a few months before the 11 
"banana republic" if it did not | "A 5 poll, the Reserve Bank was a 
take advantage of the improved | g Weighted average of rates paid on ali days of the four or five weeks f tually intervening heavily in 


ead AS$8 billion i in T 1983/84 for ó 
reforms have included a modest olai üpdo 
welfare," such as by ending the payment 
to families Eu more than A$50, 
employment benefits will no longer be p 
| year-old school leavers, who will be directe 
programmes rathér than on to the dole queue. | 
he government also has narrowed the deficit thro 
sales of public assets, including international airport ter 
nals and part of the Australian Embassy site in Tokyo. i 
The annual current-account deficit also has turned q 
sharply since r peaked at around A$15 billion in : 
falling to nearly A$13 billion in July — still aroun 
GDP. Attracted Ls the low local dollar and the new. ar 
ity of things 4 Vustralian the 
tourist has also been a savio ou: 
the balance of payments, ` 
| Boosted by the Japan 
tourist numbers have jumped 
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; acity. Much will depend on whether inflation, 
v 9% %, will decelerate to 6% by mid-1988 as the 
ent predicts. With business confidence battered by 
wings in the exchange rate and the slump in the 
ic economy, industry has been "tardy" (as the Re- 
Bank has described it) in investing in new capital 








ough industry has been introducing computerised 
iction techniques, working its sane stock more inten- 
.and spending much more 
research and development, 
: ity constraints threaten to 
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E he 1980s t to D ue overcome the vem crisis. And Austra- 
_lian National University's Prof. Fred Gruen has suggested 





ct. balance-of-payments disturbances. | 


mall commodity-exporting. country, which. 
_ swings in its terms of trade, can hope to sustain manufactur 
g-exportbase. - 5 | 








d high import-tariff and quota — 
. Foreign capital supplied 
1 of the investment, but now - 
es a poor foundation for an 
(port drive. 

n the longer term, the country' so 
prospects seem to lie in the 
developed areas of further 
sing of raw materials, includ- 
linerals (such as bauxite, man- 
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Source: C. B. Schedvin, Australian Economic Review. 


| that the economy may be a type of banana republic, in that 

rge swings in the real exchange rate may be needed to cor- < 
3 -Undeflying the | 
oreign- -debt stabilisation task is the question of s hether a 
is subject to. |. 


E Although often classified as an idusthalised nation, Aus- | 
tralia never went through a genuine industrialisation. Most - 
its secondary industries developed after World War H per p 
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motor-vehicle ind try; g ng some way to reducing protec 
tion in the textiles, clott 
ing the depressed heavy engineering industry. These initiae 
tives involved tripartite “plans,” typically involving some 
government investment assistance, industry commitments 
| on capital expansion and modernisation and union coopera- 
tion. 


Also, ‘the Hawke government has tried to stimulate Aus- 












tralia’s pem ones in industrial R&D through a 150% tax — 


. concession and provided further 
backing for venture-capital ar- 
rangements. In its new term, 


more directed towards removing 
impediments to investment and 
industrial expansion through à 
focus on micro-economic re- 
form. 


government's most successful 
ministers — Sen. John But- 
ton, who will preside over an ex- 
panded super-industry depart- 
ment, and Keating. The focus 
will be wide-ranging, covering 
areas such as airline deregula- 
tion, where the government has 
promised an end to the anti- 
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domestic services. 
Its central thrust will extend into the labour market and 
Australia's s poor industrial-relations record. The govern- 
 ment's accord with the professionally led and disciplined 
“ACTU has delivered, by Australian standards, a good 
: labour-cost outcome and relative union peace over the past 
four. years. But nominal wages will again outstrip those of 
. Australia’s major trading partners this year, eating into the 
economy's competitiveness. 
^ The task is to continue to constrain wages growth to keep 
a lid on unemployment at 8% while delivering structural 
changes in industrial relations in an economy where nearly 
oes of the workforce is unionised. The mechanism being 
tried is to move from a highly cen- 





cases" involving the quasi-legal Ar- 
bitration Commission to a system 
involving a second wages tier of 
productivity bargaining at the in- 
dustry or enterprise level. — 

This, it is hoped, will help re- 
move a plague of inefficient work 
practices spawned by past industry 
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and including the June quarter 1981 and on the eight 
capital cities index thereafter, Adjusted for the impact of 

:* the introduction of Medicare from the March quarter 1984 

do the March quarter 1985. 


Australia' s eight major OECD trading partners comprise 
the US, Japan, West Germany, France, Britain, italy, 
Canada and New Zealand. Percentage changes i in each 
. country’s CPI are weighted using import and export 
ial current for each financial year. 


ord oe Treasury. 
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So far, so good — 
but there's a 





long way to go 


By John Piggott in Sydney 
T was the main item on the reform agenda of the 





Labor government's second term. Under the guidance 

of Prime Minister Bob Hawke and Treasurer Paul 
Keating, its two-and-a-half years of office saw fundamental 
changes to the nation's revenue-collection system. 

The reforms were well thought out and were designed as a 
mutually consistent package. In many cases the thrust, if not 
the detail, of the proposals had been unashamedly lifted from 
the previous conservative Fraser government, which 
canvassed reform but lacked the political nerve to enact it. 

But though the direction of change has mostly been sensi- 
ble, there is still a long way to go before Australia will be able 
to claim it has a fully rationalised taxation system. 

In the run-up to the election of December 1984, Hawke 
undertook to set up a "summit" to consider the Australian 
tax system and to set an agenda for its reform. The summit 
also ensured that the reform process was blessed — or cursed 
— with a high public profile. It is no accident that the major 
debating issue of last month's election was taxation. 

Reform had in fact been initiated in the Hawke govern- 
ment's first term. Modifications to the taxation of superannu- 
ation, and the introduction of an assets test governing eligi- 
bility for the old-age pension, were harbingers of the changes 
to come. 

In both cases the reforms had a well-thought-out econo- 
mic rationale; in both cases they provoked (predictably) the 
vocal opposition of special-interest groups; in both cases they 
were introduced damaged by political bartering. 

In line with international political fashion, tax change had 
been an issue in Australia since the early 1980s. The climate 
for reform developed not just from international trends, 
however, but also from a tax structure which even the most 
ardent advocate of the status quo would hesitate to defend. 

Relative to the tax systems of comparable nations, the 
Australian system suffered from a complete lack of any 
broadly based commodity tax. The indirect tax system was 
characterised by very high excise rates on a small number of 
commodities. Excises on petrol, alcohol and tobacco ac- 
counted for the bulk of indirect tax revenue. 

On the direct tax side, inflation had combined with a com- 
plex and arbitrary set of exemptions and concessions to gen- 
erate very high marginal tax rates raising only moderate 
amounts of revenue. 

This trend is illustrated by a 1985 study commissioned by 
the Economic Planning and Advisory Council, a body 


. created by the Hawke government to assist in promoting co- 


operation between labour, business and other players in the 
economic game. It reports that the marginal income-tax rate 
for a person on average weekly earnings in 1959 was 21.6%. 
It rose to 29.6% in 1969, 33.3% in 1974 and 46% in 1984. 
These rates are higher than those of many of Austra- 
lia's competitors, though exact comparison is complicated 
by differing *tax classifications between countries. For 
example, social security taxes are consolidated with the 
personal income tax in Australia; while in many other 
countries they are separated and treated as an indirect tax. 


John Piggott is a lecturer in economics at the University of Sydney. 
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One fact, however, was clear: taxes on capital income 


were much higher than in either Japan or the US, Australia’s 
two most important trading partners. In addition, the electo- 
rate’s perception was that it was being taxed very heavily, 
though Australia’s tax revenue as a proportion of national in- 
come is below the OECD average. 

By 1984, it was clear that the time had come for drastic ac-* 
tion. Although the Hawke government promised tax reform 
if elected for a second term, however, it was still nervous 
about electoral reaction to specific proposals. To avoid 
possible embarrassment, it prevented the federal bureau- 
cracy from working on tax-reform issues until after the elec- 
tion. 

These jitters created a bottleneck in research into and 
planning of the tax package, and contributed to the partial 
nature of the reforms as they were finally enacted. The whole 
of the draft white paper on tax reform, which provided an 
agenda for the July 1985 tax summit, was prepared in less 
thàn six months. 

The draft white paper offered a number of options. The 
government's preferred reform package was option C. Keat- 
ing became personally identified with its promotion, and as 
the campaign developed it was dubbed the tax “cart.” 

Option C was very broad in its scope. It addressed the 
question of the balance of direct and indirect taxation in Aus- 
tralia, perceived by many to be too reliant on direct taxes. 

Also included were proposals for a capital gains tax, 
which had not previously existed, and for corporate tax re- 
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form. Restrictions on interest deductibility were also recom- 
mended, in particular the negative gearing of rental prop- 
erty. Perhaps the most controversial proposal was for a 
fringe-benefits tax, which brought consumption items pro- 
vided by employers within the tax net for the first time. 

It was to contain the following four elements: 

» A major broadening of the direct tax base through the in- 
troduction of a capital-gains tax and the effective closure of 
major avenues for tax avoidance and minimisation. 

>» À significant reduction in all marginal income-tax rates. 

» The introduction of a broadly based consumption tax on 
goods and services, together with the removal of the existing 
wholesales tax. 

» Effective compensation measures to ensure that the needy 
would not suffer from price increases that might flow on from 
the consumption tax. 

The economic rationale underlying option © was very 
strong. The basic idea was to reduce effective marginal rates 
of tax by limiting the extent to which income-earners could 
reduce the tax they paid by avoidance measures, The nega- 
tive impacts of these rates on saving and work effort could 
thus be moderated without sacrificing tax revenue and in- 
creasing further the budget deficit, which had reached an all- 
time high of A$9 billion in 1983. 

Considering the rush imposed by the timing of the elec- 
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tion and the summit, the bureaucracy did remarkably well to 
produce the 280-page draft white paper at all, let alone one 
with such well-thought-out proposals. Time constraints, 
however, prevented the work on distributional impacts of the 
preferred tax reform from being carried out with any great 
thoroughness, even veis a the redistributive effects of the 
ax change were crucial in both economic and political terms. 

As the summit approached, the redistributive impacts of 
option C were subjected to increasing scrutiny and criticism. 
The upshot was that while option C was more or less en- 
dorsed by the summit, its central plank, the broadly based 
consumption tax, was rejected. Keating was politically em- 
barrassed by this development, though he made the best of it 
by claiming that the tax cart had come through the summit 
“with one wheel off.” 

This experience was in mem contrast to that of Britain's 
Thatcher government in the late 1970s, when the value- 
added tax rate was doubled, and with David Lange's New 
Zealand reforms, where a general sales tax has recently been 
introduced with barely a murmur. 

The major tax statement of the Hawke government's sec- 
ond term was released in September 1985, three months after 
the summit. The 80-page document detailed changes in mar- 
ginal rates of j Patrum income tax, with the highest marginal 
rate coming down from 60% to 49% from 1 July 1987. The 
1987 election was scheduled for just 11 days later. 

The tax package also contained some surprises. Enter- 
tainment expenses by firms were no longer to be deductible, 
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and company-provided cars, low-interest housing loans and 
other non-cash benefits were to be taxed at the company 
level. 


price index. This provision overcame a frequent cri- 

ticism of overseas capital-gains tax legislation — that in- 
creases in the price of an asset which reflected only inflation 
were nevertheless taxed. It was also to be introduced only 
after the sale of an asset, so that in the early stages of its oper- 
ation very few assets would actually be accumulating taxable 
gains. 

This overcame the problem of valuing long-held assets for 
tax purposes, as well as making the tax more palatable. It also 
meant that the tax would vield little revenue in its early years 
— the revenue estimate from this tax for 1987-88 was only 
A$5 millioh. In contrast, the elimination of the entertain- 
ment expense deduction was estimated to yield A$330 mil- 
lion over the same period. 

Initially less controversial, but in the event more disruptive 
to the living standards of many, has been the abolition of nega- 
tive gearing on rental property. This provision, combined with 
the capital-gains tax, forced many small investors out of the 
property market, and helped fuel the share boom which has 
occurred over the past two years, as the proceeds of invest- 


T he capital-gains tax was to be indexed to the consumer- 
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ment-property sales were redirected into the stockmarket. 

As a result, rents have increased very substantially, par- 
ticularly in densely populated areas such as Sydney, where 
property has been changing from rental to owner-occupier 
status very rapidly. The negative-gearing provision was in- 
troduced because many high-income professionals were re- 
ducing their income tax liabilities by borrowing to purchase 
rental proper deducting interest payments in excess of 
their rental income and taking their profits as capital gains. 

The final important announcement converted the sepa- 
rate taxation of corporations into a system which removed 
the double taxation of dividends — once at the company and 
agair at the personal tax level — which was a feature of the 
existing system. From 1 nd 1987, dividends paid after cor- 
porate tax will be “franked,” and will carry a personal tax 
credit equal to the value of the corporate tax paid on the pro- 
fits from which they derived. This *imputation" system, de- 
tails of which were announced only last December after ex- 
tended negotiations with business groups, sets the company 
tax rate at 4995, the same level as the top personal tax rate. 

It is difficult to sum up these changes in a single bottom 
line. The reforms do constitute a package in fact as well as in 
name, and those who stand to gain from one change often 
stanc to lose from another. For example, the rich have 
gained from the reduction in the high marginal rates of per- 
sonal tax; they have lost from the introduction of the capital- 
gains tax. Business has gained from a more integrated com- 
ar structure; it has lost from the fringe-benefits tax. 

erall, however, the changes represent significant pro- 

em towards a rationalisation of the. Australian tax system. 

ut two important areas of reform have been left untouched 

by the Hawke government's tax package, and both require 
urgent attention. 

First, Australia's tax system is still without a broad indi- 
rect revenue base such as a retail sales tax on a wide range of 
goods and services. It will need such an instrument if the 
overall system is to be robust in the face of changes in econo- 
mic conditions. The summit's outcome has eliminated that 
from the agenda for the foreseeable future, since no govern- 
ment would wish to fly in the face of the opposition which was 
mobilised to crush the option C consumption tax. 

Secondly, the tax treatment of retirement incomes is in ur- 
gent need of rationalisation, and the urgency will increase as 
the post-war baby-boomers age. This is another area of tax 
reform which the Hawke government found too politically 
sensitive to handle, especially after the political flak it had 
facec over its early foray into superannuation taxation. 

The present system of retirement provision effectively 
creates two tax "classes." Those in career jobs with superan- 
nuation packages attached receive far more generous treat- 
ment than the lower-paid who do not have jobs with a career 
structure. This has led to calls for union-controlled superan- 
nuation funds to which employers would be required to con- 
tribute. Not surprisingly, this prospect is viewed with alarm 
by at least some employers. 

Negotiations are already in progress on this front, and 
represent a major and untried economic initiative to which 
very little attention has been paid. It would be far better to 
reform the tax system to eliminate the unequal tax treatment 
of retirement savings by different groups in the community, 
and to postpone the current union superannuation issue until 
the community has explored its full implications. es 

More immediately, last month's election campaign has 
seen proposals from opposition parties for much more 
dramatic cuts to personal taxes, financed by public-expendi- 
ture reductions. The narrow margin by which the govern- 
ment was returned for a historic third term, af a time when 
the cpposition parties were in total disarray, is ample evi- 
dence of the potency of lower taxes as a vote-catcher. Austra- 
lia's marginal voters, who have suffered a substantial decline in 
living standards over the past two years, have had their appetites 
for tax cuts whetted by the Hawke-Keating reforms. LH 
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ard Noonan in Melbourne 


' tralia has put the seal of continuity on a four-year pro- 
: cess which has transformed the trade-union movement. 
the image of the overalls-clad unionist dies herd, the 





Highly unionised country such.as Australia has seen a 
y decline since the government of Labor Party leader 
i lawke was first elected in 1983. 
his lowering of the industrial temperature has come atan 
riate time. for Australia. Most importantly it has been 
ed by the preparedness of the trade-union movement — 
organised. business, toa lesser extent — to examine 
tures and traditional roles TS ee 
wa ite to dams to uid 


he. 150 s. E exin 
ated Metal Workers - Union 
agreed to a radical reform of the 


metal industry award, the bench- 
mark labour contract in Austra- | ape 

i. The acceptance of such pro- 
found change by a unión better | 25e 
known for its successful and ag- | 5o, 
gressive industrial campaigns x 
-over the past two decades offersa | !5*: 
- clue to the sort of changes going | 40e 
on which are having an immense | |. 
impact on the fabric of Austra- os 
ian economic and political life. 0s 


in the AMWU case, the shake- _ QE IS SA e. 
ill eventually eliminate 300- | - 
odd quaint but largely irrelevant | 
classifications under the 
1etal industry award and replace 
ther m with a mere handful. 
— This awakening is happening 
other areas as “well. A long- 
: 1e revamp of the sprawling 
ion structure in Australia is 





f Trade Unions are being cajoled and buffeted by the 
: on bodv's secretariat to rationalise their numbers. 
iat has drawn up a blueprint which aims at creet- 


0 major union groupings by the early 1990s.. 





Ehe recent re-election of the Labor government in Aus 


ligerence associated with unions and industrial relations | 


nder way. The 166 affiliated unions of the Australian Coats | 


Average weekly € earnings d 





(Percentage change on previous ear) 


74 75 '76 '77 ‘78 '79 '80 '81 82 83 84. 
[boa Break in earnings series associated with change trom payroll 
| tax-based earnings series to survey-based earnings series. ` 


(b) Break in earnings series at December quarter 1983 b because of | 
‘the introduction of a new survey. 


(c) Since August 1985, estimates are published as ne to the 
month rather than the quarter in which the survey is conducted. 


. Source: Australian Bureau of Statistics. 
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ie issue, especially given the scare which the 
received over the past year with the emergence 
a anion Was eat iue group which has 











been AERE "attributed to the 
have eased the pressure on 
am the major trade unions 
Mcd one; Despite 


 lations. The. po 
Firsta few, then a flood of employers capitulated to the pres- 


the 


mabi Ge: pienomenbn is — on a i dog hi 
tory of tough and uncompromising action by the Australian. 
unions. Yet, the last major industrial confrontation in Aus? 
tralia occurred i in the winter and spring of 1981. Across Aus- . 
tralia that year, workplace after workplace fell to a carefully . 
coordinated union campan for extra wages and sioner s | 
hours. ^. UP 
Of its kind, it was a classic example of a phenomenon seen 
often enough in the country’s turbulent history of labour re- 
he: powerful metalworkers’ union led the push. 





sure, applied through wildcat strikes at strategically located 
factories. By the year's end, a A$39 wage increase wasin the | 
pockets of most Australian workers and the 38-hour working : 
week was a reality. 

The industrial campaign had. begun as most Western 
economies were sliding into recession, but the highly inte- 
grated Australian industría! relations system — which boasts 


 aunionisation rate of around 57% of all workers, among the 


world's highest — meant that any metal union gains would 

flow quickly to almost the entire workforce. 
The conservative government of then prime minister Mal- 
colm Fraser reacted slowly, caught between its ideological .- 
ommitment. to: a a deregulated wages system and a painful- 
"m awareness of an economy visibly 





| subsequent clumsy attempt to' | 
dd impose a wages freeze cost Fraser 

B his job and catapulted one-time. 
« union leader Bob Hawke into the 
- prime ministership. 

Six vears later, the Australian 
| industrial: relations. scene could 
| not offer a greater contrast to the 

*elass war’ of 1981-82. The-same. 
ruthless efficiency which coordi- 
nated the metal-industry strike 
 andindustrial bans has now been 
harnessed. to ensure Australian 
-workers tighten their belts as the 









lean patch in the wake of a depre- 
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° aS uS Ẹ ciated currency and a serious - 
8586 87 B downturn in di demand for 
| Australian — tradeable com- 
o modities, . particularly . coal, 
wheat and oil. 


With the active cooperation of 

the ACTU, the unions' powerful 

.. central body, the members. of 

most affiliated unions have taken 

a cut in real wages over the past 

two years. This quite remarkable transformation in attitudes 

has been accompanied by a widespread re-evaluation of 

long-entrenched work practices in workshops, ¢ on building 
sites and in offices across the nation. 

It is all the more surprising, given the existence of Labor 


“REY ia le a 


governments in power nationally and in four of the six Aus- 


tralian states. Also, a historically high share of national out-. 
put is currently going to business. prou, rather than la- 
bour. 
| PS of work lost in industrial disp | tes, noe: than four 
million in 1981, fell to 1.4-million in 1986. The average over 
past four years of the Labor government administration 
en 1.4 million lost working days compared with3.4 mil- 
g the previous ad- 
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conservative bent with a fire in its belly to transform Austra- 
lia from a resource-oriented economy to a more technologi- 
cally sophisticated one capable of adapting to an increasingly 
competitive Asia and the world economy. 

Kelty, 38, has been the secretary of the ACTU since 
early 1983. On paper, Kelty looks the archetype of the new 
wave of Australian trade-union leaders — university edu- 
cated, a professional union official all his working life, like 
Hawke before he entered parliament in 1980 and like ACTU 
president Simon Cean. In person, Kelty's unkempt appear- 
ance and occasional personal reticence.are the foils behind 
which this powerful union official has set the industrial-rela- 
tions agenda for Australia over most of the 1980s. 

Federal Treasurer Paul Keating, a self-taught economist 
and more recently a close confidant of Kelty, describes the 
ACTU secretary as one of the best economic minds in Aus- 
tralia. Keating, no shrinking violet himself, may be guilty of 
some understandable hyperbole, but business leaders, gov- 
ernment ministers and fellow trade unionists acknowledge 
Kelty's considerable talent as the pivotal strategist in the 
Australian labour movement. 

Since the Hawke government was elected in March 1983, 
the vital element which transformed the industrial confronta- 
tion of the early 1980s to the cooperation of 1987 has been the 
Prices and Incomes Accord. The accord, a very flexible social 
contract-style document, was orginally a shopping list of 


hoped-for gains on the part of unions in exchange for union 
FINANCIAL TIMES 





cooperation with the incoming Labor government. It has sur- 
vived to become; in Keating's words, “less a document that a 
state of mind." 


orking through a coterie of union officials in strate- 
gically located sections of the economy, Kelty and to 


a lesser extent Crean have been the accord's princi- 
pal custodians. Paradoxically this inner circle of officials in- 
cludes the man who led the metal union wage campaign in 
the early 1980s, veteran communist and metal union official 
Laurie Carmichael. He is now an ardent advocate of indus- 
trial harmony and, with Kelty, was one of the architects of 
the recently established two-tier wages system which is free- 
ing up labour and wage constraints in Australia. 

Perhaps the most important aspect of the ACTU’s role 
has been an educative one. Through officials such as Kelty, 
the ACTU has engineered an elaborate sales pitch about the 
benefits ofa social contract between a sympathetic Labor 
government and a diverse, skilled and well-organised work- 
force. In the four years of the accord's operation there have 
been remarkable few dissenters in union ranks. Those that 
have emerged — generally smaller and more radical unions 
— have discovered that they have ended up with little influ- 
ence over their union colleagues. 

When it was first nooted in union circles in the early 
1980s, with Labor out of power federally, there was wide- 
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spread suspicion about the idea of a social contract-style 
of accord. The scars of the collapsed British social contract of 
the mid-1970s were still fresh in the minds of many trade 
unionists. 

But considerable attention was paid to ensuring that the 
Australian Prices and Incomes Accord was not overly ambiti- 
ous, that its wording was sufficiently vague to ensure that 
pressure points did not become festering sores, and Kelty 
and his supporters made a point of ensuring that the unions' 
political partners in Canberra were committed to delivering 
the goods. The trust developed between a dozen key union 
officials and three or four ministers — Hawke, Keating, Em- 
ployment and Industrial Relations Minister Ralph Willis 
(himself a former ACTU official) and Industry and Com- 
merce Minister John Button — has proved to be the mortar 
of the accord's structure. 

When necessary, however, the partners have shown they 
can be ruthless. The ACTU leadership ambushed Keating 
two years ago to destroy his flamboyant campaign for a new 
broad-based consumption tax. And Keating's warnings last 
year that Australia's economy could drift into *banana re- 
public” status severely cramped any hopes the unions had of 
clinging to wage indexation, one of the original pillars of the 
accord. 

The ACTU has also shown it can be ruthless within its 

ROB WALLS/RAPPORT 





own family. It deliberately stood aside last year, for instance, 
while an immensely powerful but renegade union in the 
building industry was dismembered as an industrial force by 
the federal and Victorian state governments. 

Relations between the unions and the Labor government, 
lubricated by the accord process, have gone through three 
main periods, roughly matching shifts in the economic for- 
tunes of the nation over the past four years. 

The first period in the wake of the Hawke government's 
arrival in Canberra was used by the unions to consolidate 
wage indexation, the system of semi-automatic half-yearly 
adjustment of wages to match prices. Quite early, the con- 
sensus approach demonstrated its adaptability when the 


unions agreed to forgo a national wage increase so as not to , 


fuel inflation when the government imposed a 1% compul- 
sory levy on all wages to finance Medicare, Australia's na- 
tional health system. (The direct and indirect price effects of 
the levy flowed into the consumer-price index, which was 
used as the wage-adjustment standard.) 

This so-called social wage aspect of the accord was, in the 
earlier period of the Labor government, its mest prominent. 
The Australian union movement's more recent campaign to 
ensure coverage of all-workers by superannuation entitle- 
ments equivalent to at least 3% of wages had its genesis in the 
early accord period. 

With the floating of the Australian dollar in mid-1984 and 
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the growing realisation of the vulnerability of the Australian 
economy, the relationship entered its second phase. On the 
wages front, the government returned several times to the 
unions, first pleading and then insisting that wages had to fall 
below increases in prices — i.e. that wages had to be cut in 
real terms. 

With Australia's competitive trading position enhanced 
by a lower local dollar, the strategists were determined 
to capitalise on the currency advantage by bringing wage 
rates in Australia closer into line with those of Austra- 
lia's trading partners. Growth in wages in OECD coun- 
tries is expected to be around 4% this year, compared 
with 6-7% in Australia. The gap, however, has been narrow- 
ing. 

The writing was on the wall for wage indexation. The 
unions reluctantly swallowed the government's arguments 
and began tightening their belts. But the collapse of index- 
ation has come as no great loss to the ACTU leadership. 
The theoretical protection it offered workers’ pay pac- 
kets was not borne out in practice. Its very mechanistic 
nature made it a poor instrument for wage adjustment in 
volatile times, especially with an entire economy undergoing 
a shakeout. 

The ACTU, with the active encouragement of the govern- 
ment, seized the opportunity. As the worst of the belt-tight- 
ening eased earlier this year, the unions were instrumental in 
designing a new multi-tiered national wage system which al- 
lowed wage rates in certain industry sectors to move more 
rapidly than others without having the long-revered notion of 
comparative wage justice — Australia’s version of “me- 
tooism" — guarantee that the increase would spread to the 
entire economy. 


wages. Australia's centralised wage-fixing system, with 

the Conciliation and Arbitration Commission at its 
heart, remains in place. The commission, which is likely to 
continue with annual national wage hearings, will still police 
wage movements on the national level through a set of formal 
wage principles it drew up in 1983 and amended earlier this 
year. The same commission will continue to monitor and act 
as go-between for unions and employers in each industry sec- 
tor as they negotiate individual sectoral wage deals up to a 
maximum of 4% in 1987-88. 

The fledgeling wages system has still to prove itself. But the 
progress in early days suggests that it holds out promise for a 
second phase in the restructuring of the Australian economy. 
One spin-off of the looser system already is its focus on pro- 
ductivity bargaining and the requirement that wage increases 
will only be endorsed by the commission if outmoded work 
practices are abandoned. 

Yet while many prominent unions have embarked on the 
process of adaptation to rapidly changing circumstances, 
there is only limited evidence that their counterparts in the 
Australian business world are moving in the same direction. 
The employer *voice" is muted by widespread bickering 
among the different bodies seeking to represent the employ- 
er constituencies, and government entreaties to business to 
grasp the opportunity presented by a conciliatory union 
movement have been widely ignored. 

The re-election of Labor in mid-1987 may shake some of 
the more progressive employer elements out of the torpor 
which seems to have overcome them in the past half-decade. 
For its part, the Labor government is faced with the task of 
doing something more than simply addressing profit/labour 
factor share imbalances and encouraging scenarios which lift 
output while holding down wages. 

ontinuity of such a situation is a recipe for union disgrun- 
tlement and the squandering of the considerable gains made 
over the past four years. The revised wages system is seen by 
the government, and the more progressive employers and 
unions, as a keystone of the revival. 


T: change will not bring full-blown deregulation of 
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Labor turns its 
back on the 
socialist cause 


By Jacqueline Rees in Canberra 
T he result of months of internal feuding among opposi- 








tion parties was reflected in Australia's national elec- 

tions in July. Despite a fall in real living standards, un- 
favourable terms of trade, persistently high unemployment 
levels and crippling interest rates, an ooral notorious for 
its sensitivity to the hip-pocket nerve returned the govern- 
ment which had presided over this deepening economic re- 
cession. 

The Hawke Labor government won its historic third term; 
no Labor government had ever before been returned for 
three consecutive terms of national government. Nation- 
wide, Hawke suffered a 1% swing against his government but 
with skilled marketing in marginal seats, his party actually in- 
creased its proportion of seats in the house which determines 
government in Australia, 
the House of Representa- 
tives. In the previous parlia- 
ment, Labor held 82 seats 
while the coalition partners, 
the Liberals and Nationals, 
had 45 and 21 seats respec- 
tively. Now, Labor has 86 
seats, the Liberals 43 and 
the Nationals 19. 

Labor's real gain was in 
the northern state of 
Queensland where it im- 
proved its vote by 1.3% 
against the national swing 
and at the expense of 
State Premier Sir Joh 
Bjelke Petersen's Nation- 
al Party rebels. The 
Queensland Nationals had a 
swing against them of near- 
ly 3% and it was largely 
this result which gave 
Hawke his increased rep- 
resentation, though fewer 
Australians voted for him in 1987 than did in 1983 and 1985. 

Hawke's great success in calling an early election — and 
the first winter one since 1943 — was to exploit the deep divi- 
sions in the conservative parties exacerbated by the maverick 
Queensland premier who earlier in the year began to see 
himself as an Australia-wide leader. 

With the help of a strong rural bias in the state electoral 
system, Bjelke Petersen has dominated the Queensland elec- 
torate and the state National Party machine for 19 years. His 
earnest push for nationwide acclaim was based on the prom- 
ise of a 25% flat income tax, the details of which had been 
carefully worked out by former federal Treasury head and 
now Queensland senator-elect, John Stone. . 

Southern Nationals firmly rejected the Queenslander's 
bid to oust present National Party leader Ian Sinclair, but 
Bjelke Petersen's onslaught wrecked the 40-year-old Lib- 
eral-National Party coalition in Canberra and dramatically 
undermined Liberal leader John Howard's chance to present 
himself to Australians as a strong, credible alternative to 
Hawke. The standing of “Joh candidates” against southern Na- 
tionals during the elections and the Queenslander’s criticism 
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of Liberal tax policies during the election campaign further 
highlighted the depth of division among the conservatives. 

Howard had to try to camouflage divisiveness within Lib- 
eral ranks, too. After taking the Liberal leadership from the 
more charismatic and electorally popular but “wet” Andrew 
Peacock last year, Howard set about building a clear “dry” 
alternative to Hawke. But Howard failed to unite his own 
party behind him. 

As Hawke stole the middle ground, the crucial area of 
Australian politics, Howard sacked and alienated moderate 
Liberals in an effort to put his own stamp on his party. One 
significant sign of his error was backbencher Ian Macphee's 
election victory. Macphee, one of the compassionate faces of 
Liberalism, and a “wet,” had been sacked from the opposi- 
tion front bench by Howard, only to go on to take a 3% swing 
in his favour in his own electorate. 

But on his other flank, Howard has had to counter the 
"New Right," a business and industrial group intent on mov- 
ing the Liberal Party even further to the right than Howard 
would. Pre-eminent among this group is John Elliott, the 
leading Australian businessman who has now publicly an- 
nounced his own interest in entering parliament, and who ob- 
viously has leadership aspirations. 

With Howard trying courageously to paper over the im- 

sible divisions within his own party and constantly fend- 
ing off criticism from the north, Labor had only to stay out of 
trouble to win an election which, given the economic state of 
the country, it could never normally have been expected to 





win. Even more remarkable was that the government was re- 
turned to power against the background of its May mini- 
budget, a document that offered Australians no carrots but 
the promise of continued economic restraint. 

Hawke's great success in the preceding months had been 
to present the image of a responsible, united and competent 
government which looked safe when contrasted with the dis- 
array that had beset the Liberals and Nationals. Historically, 
it was a role reversal. Feuding and bitter internal division 
Kept Labor from federal office for 23 years from 1949. The 
Liberals were always portrayed as the responsible, natural 
government of Australia during those years. Ideologically, 
too, the leiberals had a stranglehold on Australian conser- 
vatism; Labor was the ferment of ideological debate and ar- 
gument. 

Under Hawke, Labor has thrown away any pretence of 
ideology. Labor has become “pragmatic.” The leftwing of 
the party, which in its extreme form was always known as the 
“loony Left,” has been silenced and, since the departure of 
former leaders like Dr Jim Cairns in the mid-1970s, has been 
leaderless. With a new emphasis on privatisation, freeing the 
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currency and the marketplace and friendship with big busi- 
ness, Labor under Hawke and Treasurer Paul Keating has 
turned its back on the socialist cause and even on the brief era 
of social reform for which the 1972-75 Whitlam Labor period 
was marked. 

Instead, Labor has successfully wooed the mortgage belt 
in the face of falling wage rates — real wages have fallen 4% 
within the past wo years — and rising interest rates, tem- 
porarily quietened the farmers who had threatened massive 
electioneering campaigns that did not materialise, and tap- 
ped new areas of public concern in Australia such as conser- 
vation. 

When Hawke took power in 1983 from former Liberal 
leader Malcolm Fraser, he did so with a substantial block of 
vots from conservation groups for his promise to prevent the 
damming of the Franklin River in Tasmania. His continued 
support for major Australian conservation causes has clev- 
erly neutralised some of his bitter Labor Party critics who op- 
pose, for example, the resumption of Australian uranium 
sales to France. Furthermore, his victories in Queensland, 
where several major conseryation issues have received na- 
tional publicity, and in Tasmania, where Labor won its first 
seat this election in 13 years, have vindicated his perception 
on this issue, or rather, that of his advisers. 

As for the senate, or upper house, at the time of writing 
the balance of power there looks like being held by the Aus- 


AP 





tralian Democrats, the third party formed at the end of the 
1979s by the disaffected Liberal Don Chipp and now headed 
by Australia's only woman political leader, Janine Haines. 
The Democrats live in the knowledge, however, that under 
Australia's senate voting pattern, Hawke can devastate their 
representation by calling a half-senate election at which most 


of the seven Democrats — who only just achieved their: 


quctas for election in the recent poll — would probably fail to 


secure a quota. They are therefore unlikely to cause the gov- 


ernment too much concern. 

The Liberals in the senate will have to cope with the 
colourful and very strong-minded ‘Joh’ senator, Stone, 
and the party as a whole faces further blood-letting despite 
the post-election reappointment of Howard as parliamentary 
Liberal leader. Howard is seen as a caretaker leader while 
other aspirants plot their courses. . 

Now that the election is over the opposition unrest will be 
largely an irrelevance to the business of government, how- 
ever, and though Australia enters its bicentenary vear beset 
with economic problems it has a politically stable outlook 
uncer a moderate Labor government. u 
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|China s Premier Zhao Ziyang with Hayden: continuity. 
DIPLOMACY 


Leverage but 
not much 
real muscle 


hat foreign policy figured scarcely at all in Australia's 

| recent election campaign is due in large measure 

to the pre-eminence ol economic problems in the 

country's foreign relationships but also to the Hawke 

government's deft helmsmanship around contentious 
issues. 

When Hawke and Foreign Minister Bill Hayden took of- 
fice in March 1983 the stated policy of their Australian Labor 
Party (ALP) demanded that certain trade, aid and defence 
relationships be cut unless foreign governments — in Jakarta 
and Manila — mended their ways. The rise of the Australian 
peace movement early in the term put an embarrassing chal- 
lenge to the ALP over the US defence installations in Austra- 
lia, all three of which are linked in various 
ways to the US nuclear deterrent. 

Hayden argued successfully in party 
conferences about the futility of "We warn 
the Tsar"-style postures given the small 
leverage afforded by Australia's medium- 
sized economy and aid budget, which from 
early 1985 shrank significantly with the de- 
preciation of the Australian dollar. Cutting 
military and civil aid would remove what 
influence Australia had. 

Backed by polls showing 75% public 
support for the ANZUS military alliance 
with the US, Hayden also produced a 
rationale for continuing to host the bases as 
support for mutual superpower deter- 
rence, at the same time claiming this sup- 
port gave Australia more right to take an 
active role irf disarmament negotiations. 
Hayden steered Australia into a highly 
conspicuous role at UN disarmament 
forums, funded various peace prizes and 
studies at home and refused direct partici- 
pation in the US "Star Wars" project on 
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Hawke, Shultz, Hayden: all smiles but no results. 
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the grounds that it destabilised mutual de- 
terrence. 

The Defence White Paper tabled Wy 
Defence Minister Kim Beazley earlier this 
year established a coherent framework for 
staying within the US alliance while struc- 
turing Australian forces for the defence of ® 
Australian territory rather than joint oper- 
ations elsewhere. After some initial criti- 
cism within the Pentagon, this has been 
given explicit endorsement by Washing- 
ton. Visiting Sydney in June for regular 
ANZUS talks which coincided with the 
Australian elections, US Secretary of State 
George Shultz said the bilateral relation- 
ship had never been better. 

In other bilateral relationships, a high 
degree of continuity has also marked the 
Hawke years. The greatest change, and 
potential source of policy conflict, came 
with Hayden's attempts to play an “hon- 
est broker" role in the Indochina dispute 
and to break down Hanoir's isolation from 
the West. This did bring spells of fric- 
tion with the Asean governments — particularly the more 
hardline anti-Vietnamese ones in Singapore and Thai- 
land — and yielded little from the obdurate Vietnam- 
ese. 

So far, the balance-sheet must show that Australia and 
Hayden have lost a little face in Southeast Asia over In- 
dochina but have not upset Vietnam's opponents to the point 
of greatly damaging Australian interests. Recent conclusions 
of iron ore and aluminium joint ventures with China bear this 
out. With Vietnam, some minor trade advantages such as a 
telecommunications contract have been secured. 

The major weakness revealed in Canberra's diplomatic- 
defence policy has been the inability of the claimed “lever- 
age" in Washington actuallv to shift US policy in the two 
major tests. Australian opposition did not prevent Reagan 
signing agricultural subsidy laws. Canberra has not yet got 
the US to sign the South Pacific Nuclear Free Zone Treaty it 
had drafted. 

As the Australians had drafted the treaty to ensure that 
anv conceivable US military interests were not limited, Can- 
berra was understandably irked. Beazley complained that 
the Americans should accept the judgment of a close ally in 
its own region — which would have been a stronger point 
perhaps if Hayden had not so vocally disagreed with US po- 
licy on Central America. 

Canberra's other major shortcoming has been revealed 
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99 William Street, Melbourne 3000 
Ph: (03) 619-0388 

225 Swanston Street, Melbourne 3000 
Ph: (03) 619-0500 


S 

14 Martin Place, Sydney 2000 

Ph: (02) 225-1888 

724-728 George Street, Sydney 2000 
Ph: (02) 225-1883 

42 John Street, Cabramatta 2166 

Ph: (02) 726-6677 

Perth 

41-43 St. George's Terrace, Perth 6000 
Ph: (09) 421-3535 

Brisbane 

400 Queen Street, Brisbane 4000 

Ph: (07) 233-8888 

140 Wickham Street, Fortitude Valley 4006 
Ph: (07) 233-8875 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank ,. 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 























Fig. 7 Winners. 


COMMITMENT, PURPOSE, RESOLVE 
- REWARD FOR EXCELLENCE - 


IN SPORTING circles, the maxim ‘winning isn't everything, it's the only 
thing’ is often quoted. Competitive team sports do tend to elicit reactions of 
such do-or-die intensity. 

When the team wins, the shared exultation 
is immense. To work so hard, come so far. 
Formal acknowledgement is not an end in itself. 
Yet who would deny the gratification such 
recognition affords. Perhaps, more importantly, 
once a mark is set the motivation to maintain or 
better this standard can be an all-powerful force. 

A PRIME MOTIVATOR. Westpac boasts an 
enviable track record of being recognised for 
its performance. 1987 sees the momentum 
continuing. 

Australia’s world bank has just been ranked 
among the top ten in the latest ‘Euromoney’ 
poll of the world’s best foreign exchange banks. 
This is a first for an Australian bank. ` SMI 
Whats more, Westpac ranked number one in 


trading both Australian and New Zealand currencies. 
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uir It’s a fitting reward. 


Financial Review, 


May 1987. THE TEAM. The attributes that have attracted the 


sili 


plaudits of the world's corporate treasurers are many and 








varied. An ability to think outside the square, price with a CTR TBA 
. 3g. aisig the standard. 

keen eye on the bottom line and then be totally committed to service, are the 

foundations. Total professionalism stands Westpac's Forex Team apart. World 


recognition is yet further affirmation of Westpacs commitment to teamwork. 


The ‘team’ philosophy has been integral in the ascension of Westpacas — \ 


Australia’s world bank. For fast competitive foreign exchange service, call 








the professional team at Westpac. 


London, New York, Chicago, San Francisco, Wellington, Sydney, Tokyo, Hong Kong, Singa 


king Corporation, —  — — ramon urvey May ‘87. Ogilvy MWPOISS 





precisely in its own backyard, the South Pacific. A country 
prickly about its own dignity in dealings with its much larger 
alties might have been expected to show more sensitivity to- 
wards the small states of the region than has been the case 
over the past year. 

Australia lost much standing with Papua New Guinea 
€«PNG) leaders last August when budget cuts required unilat- 
eral amendment of a five-year aid agreement with Port 
Moresby only weeks after it took ef- 
fect. That PNG's government icarnt of 
it first through leaks and media reports 
was inexcusable. 

Erratic behaviour by Hawke and 
Hayden in recent months has lowered 
their standing and influence with 
South Pacific leaders: Hayden's 3 a.m. 
dash to warn New Zealand Prime 
Minister David Lange about Libyan 
activity in Vanuatu, Hawke's expul- 
sion of the Libyan People's Bureau 
from Canberra. 

For all the alarm bells thus rung, 
the 14 May military coup in Fiji caught 
Canberra unawares. Hawke then fired 
off ill-considered judgments about 
senior Fijian figures caught up in the 
aftermath, talked of economic sanc- 
tions, and for the sake of a morn- 
ings headlines in Australia during 
his election campaign talked the 
South Pacific Forum into nominat- 
ing him to lead a mission into 
Fiji. Mercifully for Hawke, the 
Fijians refused to entertain the mis- 
sion. 

Problems in the South Pacific did 


DEFENCE 


People become the new priority 


issue in Australia's recent national election campaign, a 

sign of the firm grip the governing Labor Party now has 
on defence policy. Historically, the Australian Labor Party 
has always come in for bitter criticism from its conservative 
opponents for what the 
Liberal and National 
parties have successfully 
portrayed as Labor's 
hostility to the US al- 
liance and antipathy to 
defence matters. 

The degree of accep- 
tance of the Labor gov- 
ernment's 1987 White 
Paper on Defence by 
groups such as the pow- 
erful Returned Services 
League, a veterans' or- 
ganisation traditionally 
suspicious of Labor de- 
fence  atgtudes, has 
been a further plus for 
the Hawke govern- 
ment's credibility on de- 
fence issues. The league 
has endorsed the gov- 
ernment's re-equipment 
programme, involving a 
commitment to spend 


L ike foreign policy, defence failed to emerge as a major 
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appear suddenly for Canberra, though the signs of econo- 
mic and social stress have been apparent on the spot for 
some years. Coping with them cannot bring any Nobel 
prizes nor can Australia expect to gain much in economic 
terms — rather the opposite. But helping to support a 
fabric of competent, democratic government in the South 
Pacific will clearly demand more at- 
tention from Canberra. 

Meanwhile, with a strong econo- 
mics background himself, Hayden has 
been trying to harden the edge of his 
department. Three years ago, he 
broke tradition by bringing in a non- 
diplomat as departmental chief, the 
Australian National University re- 
sources economist and former trade 
official Stuart Harris. Little change is 
apparent from outside the depart- 
ment, but with the merger of the policy 
sections of the former Trade Depart- 
ment under a post-election civil ser- 
vice reform, Foreign Affairs now has a 
more economic bias and the pointless 
interdepartmental rivalries carried 
into foreign tie, may soon fade. 

Responsibility for bilateral trade 
negotiations and the new Gatt round, 
and a leading role in the "Cairns 
group" of non-subsidising agricultural 
export nations are jobs tailored for 
Hayden's restless intellect and energy 
— and it must be said, his quite fre- 
quent delight in making uncomforta- 
ble observations. — Hamish McDonald 


JOHN FAIRFAX & SONS 








some A$25 billion on capital equipment over the next 15 
years, and the white paper's analysis of Australia's strategic 
situation into the foreseeable future. 

The opposition Liberal and National parties have been left 
to focus on pay and conditions for service personnel in an 
effort to find an issue to 

rovoke debate. The 

iberals have sought to 
argue that a high resigna- 
tion rate from within 
Australia's customarily 
70,000-strong defence 
force, particularly at the 
officer level, reveals 
deep dissatisfaction with- 
in the services, and 
that budget priorities 
should look more to per- 
sonnel than capital 
equipment. e. 

The Liberals' elec- 
tion campaign policy 
statement made the 
point: "Labor's preoccu- 
pation with equipment 
at the expense of people 
and training is having a 
serious effect on the 
Australian Defence 
Force. In 1983, 4,549 
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persons left the ADF. By 1986, the number had risen to nearly 
8,000. For the past 20 years the average pilot loss has been 42 
pilots per year. This year 109 have already left the service . . . 
The costs to the defence forces are massive . ...” 

Defence Minister Kim Beazley had to agree that the de- 
parture of pilots, mainly to commercial airlines who paid ex- 
tremely high salaries, was of major concern but argued that 
retention rates in other areas were returning to normal levels 
and that in fact the army was now over its approved strength. 
He could list, too, innovations the Labor government had 
made towards improving conditions of service life, such as in- 
creased family support systems and a new A$750 million 10- 
year defence housing programme. 

Nevertheless, following the election the government ap- 
CR one of the most efficient new ministers to come to the 

awke front bench, Ros Kelly, to a portfolio specially 
created under Beazley's umbrella to look after service condi- 
tions and personnel. 

Despite problems related to pay and conditions, the de- 
fence forces have regained under the present administration 
a sense of purpose that had waned within the Australian ser- 
vices since Australians began questioning their involvement 
in Vietnam in the late 1960s. The white paper with its clear 
commitment to an Australian role in the security of the 
Southeast Asian region and its reaffirmation of defence co- 
operation agreements such as the Five-Power Defence Ar- 
rangement have helped restore this confidence, primarily be- 
cause their policy now enjoys bipartisan political support in 
Australia. 

Following the Paul Dibb report on the defence forces to 
the government last year, some service personnel, and com- 
mentators, feared the government might take an isolationist 
approach to defence and look to'a narrow defence of the 
Australian continent. The white paper reaffirmed that while 
Australia's immediate interests involved its own territory 
and Indonesia, Papua New Guinea and New Zealand, its 
wider strategic interests took in much more of Southeast 
Asia, the eastern Indian Ocean and southwest Pacific. The 
paper gave emphasis, too, to Australian concern at the pros- 
pect of any growth of the Soviet presence in the region over 
that of the US. 

While focusing on the growing realisation within Austra- 
lia that the nation has to be more prepared for self-reliance, 
the paper's underlying assumption was that the US would 
still come to Australia's aid in the event of any major conflict. 
Australian strategists do not see any major conflict within the 
foreseeable future, however, and the white paper looked 
more to the prospects of small low-level attacks, most likely 





through Australia's vast and hitherto scarcely protected 
northern borders. 

As part of a major defence reorganisation instituted by 
the present government, a substantial section of Australian 
defence capacity is being moved from the eastern seaboard to 
the north. The government is also making the first serious at- 
tempt to develop a permanent two-ocean navy to cover both” 
the western and eastern seaboards and aims within 10 years 
to be able to identify any potential threat from the air any- 
where within Australia's region of interest. 

To these ends, the May economic statement given by 
Treasurer Paul Keating — designed to slash government 
spending — had little effect on the government's commit- 
ments to purchasing sophisticated defence equipment. 
Among the high-priced items to which the government re- 
mains committed are: 

» The A$4 million contract for six new diesel submarines for 
the Australian navy. The government announced recently 
the successful bidder for the submarines was the Australian 
Submarine Corp. with their Swedish Kockums design. 

» Eight new surface combatants for the navy and a series of 
new Seahawk helicopters. 

» Twenty-five new Blackhawk helicopters to give the army 





more mobility and the army's new A$300 million radio com- 
munications system. 
» The National Air Defence and Air a Control System, 


one of the most expensive Australia has ever considered. 
This network would include deploying Australia’s new Jin- 


dalee over-the-horizon radar system at three new airbases 


in northern Australia, new airborne early warning aircraft, 
and of course the new F18 fighters. 

The government moved quickly before the election in 
other areas, too, such as legislating to allow the army reserve 
to be able to be called out in the event of low level contingen- 
cies. Previously, the reserve could not be drawn on other 
than in a full-scale conflict. 

The Labor government has in effect endorsed many of 
Dibb's findings, at the same time successfully clearing away 
some misunderstandings that arose in the community from 
that report. The government has endorsed Dibb's emphasis 
on the need for increased mobility and his cept of a 
layered defence strategy. The strategy involves first the early 
detection and identification of any aggressor, second an at- 
tempt to turn back any enemy by engaging the enemy within 
the sea-air gap around the Australian continent and third, 
should the enemy land on the Australian continent, the 
speedy deployment of ground troops pec trained to 
adapt, for example, to the unique terrain of northern Austra- 
lia. — Jacqueline Rees 
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AVIATION 


Old arguments 
may soon bring 
new freedoms 


S ome of the hardest problems left for the Hawke gov- 








ernment after the election lie in the service industries. 

Most of these are wrapped in decades of accumulated 
regulation, with powerful vested interests on both trade 
union and corporate sides naturally resistant to change. 

These industries include cargo-handling at Australian 
ports, where charges can be 70% higher and trans-shipment 
times far longer than in most other regional sea terminals. To 
eliminate this sometimes fatal handicap to export orders, 
Hawke will need early progress from four industry-union 
committees set up late last year to streamline port operations 
(REVIEW, 22 Jan. ). 

The communications industry — largely government-run 
through the domestic carrier Telecom Australia, the domes- 
tic satellite operator Aussat and the international carrier 
Overseas Telecommunications Commission — will also de- 
mand attention as rigidities and monopoly-pricing come 
under strong criticism from business. 

But the service industry up for almost immediate scrutiny 
is domestic civil aviation, with the 35-year-old policy of 
guided competition between only two trunk-route airlines — 
privately owned Ansett and government-owned Australian 
— having run out of public acceptance. 

During the election campaign the Hawke government an- 
nounced it would terminate the two-airline agreement, a pro- 
cess that requires an act of parliament and three years' notice 
of a change in the regime — meaning it will not be until late 
1990 before any new policies take effect. 

A mey commissioned by the government from a three- 
man panel under transport industry executive Thomas May 
cited widespread public dissatisfaction with the “Tweedle- 
Dum and Tweedle-Dee" nature of the airline industry, under 
which imports of aircraft, entry to trunk routes and fares are 
regulated (REVIEW, 22 Jan.). A perception that fares were 
unnecessarily high and flights inconveniently bunched to- 
gether were the main grievances. 

The two airlines themselves and some of their employees' 
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AT THE ORCHARD HOTEL 
OUR PERSONALISED STYLE 
NEVER RUNS OUT OF SEASON. 


Our reputation for personalised service is 
something you'll experience throughout the year. 


It's centred around people 
and our staff takes pride in ensuring that each guest 
feels comfortable and right at home. 


Located within Singapore's shopping/entertainment 
area, and mere minutes from the business district, 
the Orchard's 350 rooms and suites are furnished 
with the luxuries you expect of a first-class hotel. 
Our business facilities include facsimile 
and teletext while 3 dining outlets, a bar lounge and 
rooftop pocl complete the other amenities. 


So if Singapore is your next stop, remember the 
Orchard Hotel. For a personalised style of 
hospitality that's never out of season. 


Corporate Room Rates: Single/Double S$75* 


Businessman Package: (with American Breakfast) 


Single S$80* Double S$90* 
Long Term Monthly Rates: From $1800 nett. 


Rates are applicable only when reservation is made directly 


with the hotel via telephone, telex or direct check-in. 
* Rates subject to ten percent service charge and 
three percent Government tax. 


SINGAPORE 


ORCHARDQOHOTEL: 


442 Orchard Road Singapore 0923 Tel: 7347766 
Tix: RS 35228 ORTEL Cable: ORCHARDTEL Fax: 7325061 


è Utell Reservation Worldwide € Swissair Hotel Reservation — HORIS 
* Cathay Pacific Airways Instant Hotel Confirmation Service — CUPID 
* Singapore Airljnes Hotel Reservations — KRISCOM 
SALES & MARKETING OFFICP — Japan: MM International Hotels 
Yoshikana Building, 4F 31-4, 5 Cho-me, Shimbashi, Minato-Ku, Tokyo, Japan 
Tel: 03-437-6253 Tix: 2422819 MMINTL J 


A MEMBER OF THE HONG LEONG GROUP 
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trade unions vigorously defended the present system, argu- 
ing that the frequently made comparison with cheaper fares 
in the deregulated US market was inappropriate. Australian 
airlines had to cover much the same distances ás US counter- 
parts, but with only one-sixteenth of the population base and 
that spread far less evenly. Greater demand for air travel 
would not necessarily be stimulated by lower fares and exist- 
ing discount fares were not fully utilised. The two-airline po- 
licy had brought modern aircraft, superb safety standards 
and equality of service to smaller centres. 

Even so, comments and submissions by the airlines to 
Canberra following the May report show that all have ac- 
cepted the inevitability of deregulation to some extent. May 
himself was not invited by the government to put a recom- 
mendation, only a range of options. He produced five 
alternative paths, starting 
with the status quo and y 
coming closer to his final | ^ 
option of total deregula- od 
tion. MARS 

Only one airline hasex- | — 
itself willing to 
grasp the nettle of total | = 
market freedom. Not sur- |  . 
prisingly this is Ansett Air- | e 
ines, jointly owned by the | _ i | 
pron News Corp. of | DESEE 

upert Murdoch and the | 45 
TNT transport group of 
Sir Peter Abeles, which 
holds about 50% of 
domestic passenger traffic 
and is rapidly expanding 








internationally throughin- E — 
: gta t de 
vestments in the US, |M9R o ee 
Europe, Hongkong, New |Ansett 737: all or nothing. 


Zealand and the Paci- 

fic. TNT and Ansett showed their 
financial muscle mid-year by plac- 
ing a US$1.5 billion order for the 
first five years’ entire production 
of the British Aerospace 146 cargo 
jet. 

Ansett has not published its sub- 
mission, but has summed it up as 
“all or nothing.” Its only announc- 
ed condition for deregulation is 
that competitor Australian Air- 
lines be sold by the government, be- 
cause a state enterprise which can- 
not go bankrupt could drive rivals 
into the ground by undercutting 
fares. 

At Australian Airlines the percep- 
tion is the opposite. Airline officials 
argue that being run as a government 
commission is the worst of all worlds. 
Canberra is always reluctant to put 
up more capital, requires public service pay and conditions 
and clamps down on borrowing to limit public-sector de- 
mand on savings. In the just-completed purchase of 12 
Boeing 737-376 aircraft, Australian was ordered to spread 
deliveries to smooth out monthly balance-of-payments fig- 
ures. 

In its submission Australian has asked to be made a 
company, with an adequate capital base and exempt from 
government «ontrols on borrowing, commercial activities, 
labour relations and staff salaries. It does not canvass 
going completely private, but aceepts the possibility of 
pere privatisation with Canberra retaining a control- 
ing interest. Thie experience of Qantas, which makes much 


Domestic passengers: fares fair or not? '^* «oco 
East-West plans to gird itself is less clear 
purchase for an estimated A$150 million by Perth entre- 


preneur Stan Perron, and the deferral of plans by the pre- 
vious owners to treble the capital base to A$150 million 


the same complaints as Australian, suggests that being a 
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ined by tHE governtment is not enough. 
. Australian inclines towards May's fourth option of partial 
deregulation. An independent body would regulate total ĉa- 
pacity at the point of import, and decide after public inquiries 
whether new airlines should be admitted to particular routes, 
but pricing and aircraft use should be left entirely to the 
operators. The authority should intervene to prevent mono* 
pon ded m 

ast-West Airlines, the aspiring third national airline 
which has built up a 6% share of domestic air traffic with a 
small fleet of F28 jets and F27 turboprops on secondary 
routes, has meanwhile opted for deregulation. Part and par- 
cel of this should be the lifting of all import restrictions on air- 
craft, and subjection of Australian and Ansett to the anti- 
monopoly jurisdiction of the Trade Practices Act like other 
operators. 

Qantas has not published its submission, but has undoubt- 
edly argued for free- 
dom to fill the empt 
seats on the aircraft 
it shuttles between 
seven international gate- 
way airports. Austra- 
lian has argued that 
spare capacity should be 
sold to domestic air- 
lines, who could make 
"more efficient" use of 


it. 

Both Australian and 
East-West believe that 
the first crucial battle of 
deregulation will be for 
access to airport terminal 
space. At present Ansett 
and Australian have their 
own terminals in only 
Sydney and Brisbane; 
elsewhere they lease 
..| space in government-owned build- 
= ings. With the announced intention of 

Canberra to sell off domestic termi- 
nals, for perhaps A$350 million, ri- 
vals are fearful that the more high- 
ly capitalised Ansett will snap them 
up 
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“No airline knows better than 
East-West of what happens if an air- 
line which is a tenant of a competitor 
suddenly falls from favour because it 
becomes too competitive for its 
landlord's comfort," said East- 
West managing director Jon Hart- 
ley. 

The Hawke government has an- 
nounced no plans for privatising Aus- 
tralian, though the airline's strate- 
gic planning manager Bryan Porter 
observes that privatisation and dere- 

ulation often go together. How 
er its recent 


through a stockmarket float in September. 

Airline officials are doubtful whether deregulation in 
Australia, after some initial turbulence, will result in an in- 
dustry much different from that at present. One outcome, if 
rivals are not freed from handicaps, could be a sweep by An- 
sett. Otherwise, they tend to believe the Australian system 
will end up more like Canada’s than that of the US, because 
of a similar population spread. In the Canadian case, deregu- 
lation has been followed by mergers consolidating the indus- 
try down to two major airline groups. — Hamish McDonald 
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Big resources, extensive experi- e Management of international bond strong reputation for consistently top 
ence, and market access make Issues and private placements performance in international banking. 
Bayerische Landesbank one of Ger- e Stock exchange introductions. For your next project, look to 


many's leading universal banks. Bayerische Landesbank has builta Bayerische Landesbank. 


1" full range of wholesale banking 
semices includes: 


e Long-term fixed-interest DM loans 


e Customized trade financing facilities : 

s Euroicans va our Luxembourg » Dayerische Landesbank 
subsidiary or branches in London, : 

New York and Singapore International Banking with Bavarian Drive and Friendliness 


>. 
Head Office: Brenner Str. 20. 8000 Munchen 2, Tel. (89) 2171-01, Telex: 5286270, Cables: Bayernbank Munich. Eranches: London, Tel: 726-5022: New York. Tel. 310-3800: Singapore: P.0. Box 2111, Singapore 9041, 
Tei.: 2226925, Telex: RS 21445 baysin; Subsidiary: Bayerische Landesbank international S.A., Luxembourg, Tel 47 5911-1 Rep. Offices: Toronto, TeL: 862-8840; Vienna, Tel.: 663141; Johannesburg, Tel: 8381613 
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THE HEART OF A FINE HOTEL 





MERIDIEN 


71 MODY ROAD KOWLOON 





A Regal International Hotel 





The heart and soul of Europe's grand 
hotels is the lobby. 


It's the traditional rendezvous. Elegant. 


Quiet. A cosy corner where one enjoys a 
quiet aperitif or waits to receive visitors or 
a message. 


At the Hotel Regal Meridien, Hong Kong 
this same European style touches every part 


of the hotel. 

It's just a part of our heritage. 

It reaches down to our kitchens and 
wine cellars. And up to our restaurants and 
rooms. 

The Hotel Regal Meridien Hong Kong. 
Where the art of fine living lives on. 


Contact your travel agent for reservations or write to: 
Hotel Regal Meridien Hong Kong 

71, Mody Road, Kowloon, H.K 

Telex: 40955 HOMRO HX. 

Facsimile: (852) 3-7236413 


HONG KONG'S TRULY EUROPEAN HOTEL 








WWF:Kor Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out rescarch into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life ongarth. 

But WWF needs money - sins cool 

Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Revieu 
Advertisement prepared as a public service by Ogilvy & Mather 
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Visitors spark 
'a new wave 
of investment 


i rom late last di the number of foreign visitors arriv- 
i 











ing in Australia each month has been greater than the 

number of Australian residents departing for travel 
abroad, the first time in more than 20 vears that Australia has 
enjoyed a net tourist inflow. 

The strong growth in tourism — arrivals were up 25% in 
1986 at 1.43 million — is the highest of any OECD country 
and is expected by government officials to continue. With the 
bicentenary of European settlement next year, tourist arriv- 
als could easily réach the 2 million level. Canberra sees Aus- 
tralia taking 5 million tourists a year by 2000. 

Travel earnings, and more modest growth in overseas 
travel by Australians, are the main factors in a sharply reduc- 
ing deficit in the services component of the balance of pay- 
ments. In the 1986-87 fiscal year which ended on 30 June, the 
services deficit was down 27% on the previous year at A$2.84 
billion. 

Included in this, credits from travel rose 39.4% to A$2.51 
billion, while debits rose only 8% 
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International airlines have invested in local travel agen- 
cies to keep up with rivals E packaged Australian 
tours. These include Qantas with 50% of THomas Cook 
Travel, British Airways with Concord International Travel 
and Air New Zealand with 50% of Jetset Tours. 

Most state capitals have seen new hotels opening in the 
past 12 months. Sydney has the tightest squeeze, with some 
Japanese tour groups thinking seriously about using accom- 
mocation in satellite cities until several new hotels open in 
two or three years' time. The average Sydney room rate for 
top hotels rose 26% in 1986 to AS$130. 18 and is expected to 
rep ee. rapidly. 

ith the introduction of the Boeing 767 to the Qantas 
fleet, the northern cities of Darwin, Cairns and Townsville 
are emerging international gateways. Cairns will shortly get a 
second joint Qantas-Japan Air Lines flight each week from 
Japan, and this city could see the most sustained, rapid 
growth of any region after Sydnev. 

A survey by Peat Marwick Mitchell Services found room 
nights sold in Cairns increased 33.2% in 1986, double the in- 
crease in supply. Several large resorts are nearing completion 
around Cairns, including the A$160 million Qintex-Sheraton 
at Port Douglas. Japan's Daikyo Kanko recently paid A$25.2 
million for a 61-ha site, on which an A$170 million 300-room 
hotel is planned. The A$80 million “Pier” project by Austra- 
lia's Concrete Constructions and Pacific Rim Leisure will in- 
clude a 200-room hotel on the Cairns city waterfront. 

Throughout Queensland, hotels and tourist projects 
worth a total of A$985 million were under construction at the 





to A$2.95 billion. Transport (not 
including shipping) earned 16% 
more at A$2.86 billion, while 
Australians paid foreign car- 
riers 5% less at A$2.12 bil- 
lion. 

The resulting demand has 
created massive investment in 
hotels and resorts around Aus- 
tralia, put national carrier Qan- 
tas on to a rapid expansion of ser- 
vices to prime markets (princi- 
pally Japan), and placed enorm- 
ous pressure on Canberra either 
to invest substantially in better 
airport facilities or quit the field. 
Demand for cheaper, more con- 
venient internal air travel has 
also increased the pace of change 
in the regulated domestic avia- 
tion industry. 
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of all such construction in Aus- 
tralia. A further A$3.2 billion 
worth of projects were in plan- 


"E 
e.Great Barrier Reef can 
now be studied and enjoyed from 
2] island resorts along the 
Queensland coast. While some 
target an economy market, prin- 
Cp Australian youth, the bias 
of investment is towards a high- 
aying quality market, typified 
y the luxurious Hayman Island 
resort into which domestic An- 
sett Airlines put A$200 million. 
A rate of A$285 a day at Hayman 
is by no means the top, which is 
currently set by the northernmost 
island resort on Lizard Island 
with A$415 a day. 
— Hamish McDonald 
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Wran: slow progress. 
CRIME 


Reforms have 
been extensive 
but still slow 


By Evan Whitton in Sydney 
i t has been said, and not entirely in jest, that Sydney is the 








most corrupt city in the Western world, except of course 

for Newark, New Jersey, and Brisbane, Queensland. 

Confirmation of Sydney's standing, if such were needed, 
derives from the fact that the widow of a recent premier of 
the surrounding state of New South Wales, Sir Robert Askin, 
a bank clerk before he went into politics, left an estate of a lit- 
tle under A$4 million, and the widow of his police commis- 
sioner, Frederick Hanson, left a little under A$1.25 million. 

It is perhaps less well understood that certain institutions 
of state in New South Wales have for more than 15 years been 
subjected to a process of unprecedented reform. Thus: 

The prison system is now seen as a sort of institutional 
blowfly, harbinger of a spring of reform. From 1970, it was 
revealed that warders engaged, as a matter of official policy, 
in criminal assaults on persons in the care of the state. Disclo- 
sures were made initially in the State Parliament by a Labor 
MP, George Petersen, and by James Staples (later Justice 
Staples) and a group of other pro-Labor lawyers in The Sun- 
day Australian, and later and persistently by the Labor law- 
yers and The National Times. 

After six years, a Liberal state government under Askin's 
. successor, Sir Eric Willis, instituted a Royal Commission 
(1976-78) under Justice John Nagle. He recommended re- 
forms involving a quantum leap from the 18th century to the 
20th, and criminologist Anthony Vinson was assigned to 
begin their implementation from 1979 to 1981. The process 
thus took more than 10 years, causing this writer to surmise: 
There is a God, but it sometimes takes him five-to-10 years to 
get out of the blocks. 

Reform of the police force, after a delay of 187 years, was 
rather more rapid, if largely accidental. After a sustained 


Evan Whitton, former editor of The National Times, wrote Can of Worms (The 
Fairfax Library, 1986, A$12.95) from which this article was adapted. 
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parliamentary campaign, a police commissioner, facing an 
imminent disclosure in The Bulletin magazine, abruptly rę- 
signed in June 1979. Justice Edwin Lusher conducted an in- 
quiry into police administration from 1979 to April 1981. 
From late 1983, Police Minister Peter Anderson (of the 
Labor government under premier Neville Wran first elected 
in 1976) began to implement Lusher's recommendations for 
an assault on endemic corruption in the force, and this began 
to raise a head of steam with the appointment of John Avery 
as police commissioner in August 1984. 

The process of reform of the legal system, beginning in 
1983, was also relatively rapid. Disclosures on ABC televi- 
sion of criminal activity by magistrates, and in The National 
Times and The Age of alleged activities by judges, led to a 
slew of inquiries: NSW Chief Justice Sir Laurence Street on 
former chief magistrate Murray Farquhar, two senate in- 
quiries in 1984 on the conduct of the late High Court justice 
Lionel Murphy, and Justice Donald Stewart in 1985 and 1986 
on the records of illegal wire-taps by NSW police that were 
published by The Age (and thus became known as the "Age 
Tapes"). 

Along with ventilation in The Sydney Morning Herald in 
1986 of Vinson's research on sentencing pracuces in the New 
South Wales District Court (suggesting the right connections 
brought lenient sentences), these inquiries were factors in 
the Labor government's decision, despite resistance from 
some judges, of a package of reforms in October 1986 (soon 
after Barry Unsworth succeeded Wran as premier). 

On the political front, disclosures in 1983 in The Sun- 
Herald, The Sunday Telegraph and The National Times led to 
a special commission of inquiry, conducted by Justice John 
Slattery in 1983 and 1984, into alleged activities of a Wran 
government minister. Three alleged associates of the minis- 
ter later received jail terms for conspiracy to gain early re- 
lease for prisoners by bribery. The minister himself awaits a 
new trial after a jury failed to reach a verdict last year. 

While the state parliament itself was still in need of re- 
form, the mere fact of this inquiry may encourage the politi- 
cians to shun the corrupt approach enshrined by the late 
premier Askin. 

Disclosures in The Bulletin in 1980 led to the Royal Com- 
mission under Francis Costigan QC into the painters' and 
dockers' trade union, and consequently to the establishment 
of its permanent successor, the National Crime Authority. 
These matters were not directly connected with reform in 
New South Wales, but gave additional impetus to it. 

The Wran government also had a hand in initiating a 
number of inquiries on organised crime itself: on drug traf- 
ficking under Justice Philip Woodward (1977-79) and on the 
“Mr Asia" drug ring under Justice Stewart (1981-83) as well 
as Stewart's Age Tapes inquiry. These, however, could have 
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little effect until reform of the police force and other institu- 
tions (not to mention those still requiring reform, such as the 
public service) was well under way. When the process is com- 
plete, it may follow that Sydney's ultimate institution, or- 
ganised crime, will in time be subject to similar reform. 

These events may thus suggest a six-stage blueprint for the 
process of reform: dubious activity; acquisition of data on 
this activity; ventilation of the data in the Parliament or the 
media; a government initative to inquire; the inquiry itself 
and its recommendations, and implementation of reform. 

It may be noted that parliament, as directly representing 
the community and so having the privilege of protection from 
the defamation laws, is the proper forum for ventilation. In 
practice, however, it lacks a degree of utility: it is rarely in 
session; questions on the floor of the house are not answered; 
questions on notice may not be answered for months, if at all, 
and backbench members with an interest in reform, such as 
the independent MP John Hatton, are unable to table docu- 
ments. 

By default, ventilation was thus to an extent left to the 
media. But acquisition of data does not necessarily mean it 
will be disclosed. The defamation laws may often seem to 
exist for the protection of rogues in high places. Thev also 
offer an excuse for sloth in the media: the peace and safety of 
the “too-hard basket" beckons; the search for the form of 
words is suspended. 

That said, it is clear that persistence by various elements 





of the media was often the critical factor in the eventual es- 
tablishment of formal inquiries. In the way of these things, 
the inquiries tended to open a can of worms undreamed of by 
the makers of the original disclosures, and so compounded 
the pressure for reform. 

A major question concerns the role over 10 years of the 
Wran government and its chief executive. The chronology of 
events may suggest, possibly for reasons of statecraft, 
priorities and judgment of the art of the possible, an en- 
thusiasm rather less marked than some may have preferred. 
To the extent that it proceeded against the chosen priorities 
of the permet: this would in itself be rather encouraging: 
it would suggest that community pressure alone may be suffi- 
cient, even in a place like the Sydney of Askin and after, to 
achieve siggificant reform. 

In any event, it is clear that, in contrast with institutions 
in, say, Queensland, those in New South Wales were still 
able to respond to problems of corruption, and that, at the 
end of the Wran decade, prospects for the future in that area 
were perhaps more hopeful than at any time since Captain 
Arthur Phillip sailed out of Sydney Heads in 1792 after his 
term as the first governor and left the colony to John McAr- 
thur and the gangsters of the New South Wales Corps. oO 
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NEWCOMERS : 
Immigrants find 
insecurity 
spurs ambition 


By Ruth Ostrow in Sydney 

n the late 1970s, Abraham Goldberg took over the textile 

group Entrad and with businessmen Morris Joss, Marc 

esen and John Gandel, qa a large stake in the Wal- 

tons group. People began to ask: who are these men who 

have appeared out of the woodwork? When Goldberg mop- 

pes up Bradmill Industries and Joseph Brender took over 

ruck Australia in the early 1980s, they asked the same ques- 
tion. 

In the mid-1980s George Herscu took over Hooker Corp. 
Richard Pratt and Allan Hawkins made a move on ACI, then 
BHP. Chaim Liberman and Jack Chia made a bid for Allen’s 
Confectionery, Solomon Lew, Frank Lowy and Joseph 
Brender emerged as pivotal players in the Coles battle for 
Myer, and Lowy — with his South African partner David 
Gonski — went on to take over some of the assets of the 
Herald and Weekly Times, and the Melbourne and Sydney 
Channel Ten TV stations, thus becoming one of Australia’s 
new media barons. 

Again the question: who are these relative newcomers to 
the corporate scene? And how does a former signwriter like 
Alan Bond get the money to make a A$1 billion bid for 
Castlemaine Toohevs, then another A$1 billion for Kerry 
Packer's electronic media interests? How can former de- 
licatessen owners like the Lipkies brothers make a A$368 
million bid for the food group Allied Mills, or John Elliott 
pay A$1.7 billion for 18% of BHP? 

Who are these New Boys who are taking over Australia's 
pam corporations? Where do they come from? Why and 

ow are they managing to burrow into areas formerly oc- 
cupied only by the bluest blue-bloods of the Old Boy net- 
work? 

The answers to some of these questions lie beneath a com- 
lex web of corporate intrigue, New Boy connections, Old 
oy rivalries, feuds, new friends, escape sagas, and a pot- 

pourri of psychological factors which make up the crux of it 
all — ambition. 

Most of these New Boys have built themselves up from 
nothing. Because they are unrestricted by the old ways of 
doing things and eager to take risks, they are challenging the 
Old Dukra — in the marketplace with their product ranges 
and growing private concerns, or on the sharemarket. 

There are plenty of home-grown entrepreneurs and prop- 
erty developers who can be classified as New Boys — among 
them trucking magnate Lindsay Fox, media magnates 
Rope Murdoch or Kerry Stokes, property developer Keith 
Williams, corporate wizards John Elliott and Peter Scanlon, 
plus the new breed of Perth millionaires like Kevin Parry, 
who are rising to prominence through property and resources 
development, and trade with Asia. 

But there is a surprising number of immigrants among the 
business doyens, many of whom arrived from concentration 
camps or from war-torn countries and pulled themselves up 
from nothing to the top rungs of business. s 

They include Hungarian Sir Peter Abeles, Romanian 
George Herscu, China-born White Russian Rene Rivkin, 
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Hungarian Larry Adler, Estonian Sir Arvi Parbo, Italian 
Tristan Antico, South African Robert Holmes à Court, Bri- 
tish Alan Bond, New Zealand-born Ron Brierley, and Lat- 
vian John Spalvins. | 

They have contributed to the development of food pro- 
ducts such as Andronicus coffee and chocolates (the An- 
dronicus familv), Bisleri mineral water and Sirena tuna 
(Carlo Valmorbida), ETA oils and margarines (the Lipkies 
brothers), Nanda pasta (the De Pasquale family), Presto 
meat (Andrew Lederer), Vittoria coffee and Jarlsberg 
cheese (the Cantarella brothers), clothing products such as 
Exacto tops and Blues Union jeans (Abraham Goldberg), 
and Genevieve and Kolotex hosiery products (Leon Fink). 

The businesses they built, or helped build, include Jetset 
Tours (Isi Leibler), Kay Rent-a-Car and Diners’ Club (Alex 
Katranski), Sussan stores (Marc Besen), Sportsgirl (the Bar- 
das family), the Wyndham Wines group (Sir Arthur 
George), the Hoyts group (Leon Fink), and Katies stores 
(Joseph Brender). 

The public corporations they built or through acquisition 
now control include Hooker Corp. (George Herscu), the 
Westfield group (Frank Lowy), TNT (Sir Peter Abeles), FAI 
Insurances (Larry Adler), Western Mining Corp. (Sir Arvi 
Parbo), Pioneer Concrete 
(Tristan Antico), Lintrad/ 
Linter (Basil Sellers), the 
Stockland Trust (Ervin 
Graf), Lend Lease (Dick 
Dusseldorp), Adelaide 
Steamship (John Spalvins), 
Industrial Equity Ltd (Ron 
Brierley), The Sunshine 
Group (Lee Ming Tee) and 
The Bell Group — and 
perhaps one day soon BHP 
(Robert Holmes a Court). 

Business Review Weekly, 
in its 1986 Rich List, says that 
of the richest men in the 
country two-thirds started 
from scratch, with half of 
these coming from abroad. 

These. immigrants make 
up the most fascinating ele- 
ment of the New Boys with 
their stories of escape and 
often persecution. They are 
the climbers like Abe 
Goldberg or the Andronicus brothers (who built themselves 
up in a particular industry like food, textiles or property), 
and the *raider-traders" and takeover merchants like Brier- 
ley, Bond and Holmes à Court who have tended to enter var- 
ious industries from the sidelines. 

Both groups capitalised on inefficiencies and gaps in the 
marketplace during their rise to the top. 

Australia, like the rest of the world, suffered "rene a 
the mid-1920s to the mid-1950s. What little energy World 
War I and the Depression had spared people was soon sap- 
ped by World War II. 

In general, the business and financial marketplace was 
carrying a lot of dead wood during, and for a long time after, 
these years. There was widespread promotion by seniority 
rather than ability, and a shortage of young people. 

The corporate dead wood, long used to operating in a pro- 
tected marketplace, was slow to adopt new techniques in 
management, marketing or production, leaving ossified and 
complacent Organisations vulnerable to the incursions of 
newer business competitors. 

In contrast, the often youpg New Boy immigrants, many 
of whom were shrewd, cynical and opportunistic after ex- 
periencing the tribulations of persecution and learning the 
tactics of survival, were quick to spot the gaps in the market 
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and to find solutions to previously ignored problems. 
But why are so many of Australia’s most successful New 
Boys immigrants? How long did it take them to build them- 
selves up to the level they are now at? Where will they go? 

Why are so many private businessmen moving into the 
public arena? What influence have their children had on the 
development of their businesses? Is there a “New Boy net- 
work" that has helped them get to the top: a Polish, Chinese, 
Italian, Greek or combined immigrant equivalent to the 
WASPish Old Boy network? 

Do its members congregate at Hakoah Club, the Kassie 
(Kastellorizon) Club, or the various Italian clubs, instead of 
the Australia or Melbourne clubs where traditionally they 
have been blackballed? Who knows whom, who is whose 
partner, who knew whom in the old country, who is whose 
rival and why? 

An interesting example of the “human side" of business is 
the way the ethnic characteristics of different immigrant 
groups affected different industries and cities of Australia. 
Many East European Jews, such as the Russian-Polish mix, 
went to Melbourne as opposed to Sydney. These formed 
largely private family businesses: the Pratt group, Smorgon 
Consolidated Industries, Abe Goldberg's Roxbury group. 

Sydney attracted the bulk of Central European Jews such 
as Hungarians. These — like Larry Adler, Sir Peter Abeles, 
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Ervin Graf and John Saunders (partner of Frank Lowy) — 
often moved to head public corporations. 

The reason for this division possibly lies in the fact that 
many Polish and Russian Jews came from little villages in 
Eastern Europe. Centuries of anti-Semitism and violent 
pogroms bred fear and suspicion. 

Many of the Jews of Hungary and Germany had led city- 
based lives. Anti-Semitism in Vienna and the cosmopolitan 
cities of Europe was, at least until the rise of fascism, less 
overt. 


lar industries when they arrived in Australia, often as a 

result of past experience. Many Greeks were involved 
in fishing on their islands; many Italians were farmers and 
fruit growers. When they arrived speaking no Bipglish they 
were forced to take menial jobs in these areas that they knew. 
Later they moved into derivatives — fish wholesaling and ex- 
port, grocery retailing. 

The Lebanese, like the many Central and East European 
immigrants, often moved into the rag trade. Lebanese immi- 
grants often opened drapery stores or hawked in the country 
areas. 

Greek, Jewish, Italian and Chinese immigrants gravitated 


D ifferent ethnic groups tended to gravitate to particu- 
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towards qe development, based on the need to ex- 
pand, but also on the traditional idea of winning security 
through property ownership. 

In analysing the human face of business, this writer also 
looked at the earliest Australian entrepreneurs, the old per 
toral and Establishment families who are losing control of the 

tmpires their ancestors built from nothing. David Jones, 
Waltons, Myer, H. C. Sleigh and Grace Bros have all been 
hit by takeovers where cash offers have lured the families in- 
volved out of their companies. 

The recent mergers that led to the creation of the trans- 
Tasman food giant Goodman Fielder Wattie Ltd are a per- 
fect example of this. Some of Australia's oldest milling and 
pastoral families — the Darlings, the Cadwalladers and the 
Gillespies — witnessed their holdings watered down to 
miniscule proportions in companies that their fathers and 
grandfathers had built up. 

How is the Establishment taking the crumbling of the Old 
Boy ranks? Does the Australia 2000 club really exist — a 
clandestine network of businessmen trying to protest blue- 
chip companies from decay and New Boy influence, and 
fighting to keep power in Establishment hands? Is the empire 
fighting back — and how? 

Perhaps the most important aspect of the human face of 
business is the psyche that makes up the immigrant New Boy 





businessman. Although opportunities did abound for many 
when they arrived here, it is often the desperation experi- 
enced before coming to Australia and the humiliation suf- 
fered on arrival that is at the core of success. 

The immigrant clamours to rogain some of the sense of 


self-worth denied him as a result of his tribulations and dislo- 
cation. One well-known European businessman who lost 
family during World War II says: “Part of doing so well and 
succeeding is based on insecurity . . . and most European 
p have a much larger insecurity feeling than people 

orn here . . . Only people trying to prove themselves can 
continue at that level." 

George Herscu and Sir Peter Abeles were among those 
imprisoned in concentration and labour camps during the 
war. Many saw their parents, children and friends pushed 
from windgws or killed in gas chambers. 

There are extraordinary sagas of escape: Ervin Graf ran 
Irom camps and was recaptured more than five times; others 
hid from Nazis in forests; ate dog and rat meat to survive; 
came out on a boat at 13 from poor, backward Greek islands 
to a strange land like Australia. This suffering taught them 
that life was just a game. “Nothing could mean anything after 
Auschwitz," says one businessman. 

Business and money was, and is, just a game. Risk-taking 
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with money paled in comparison to former risks taken with 
one's life and the lives of one's family. 4 

Often these anxieties were compounded by the trials of 
migration. Italians fleeing Mussolini's Italy were impounded 
in camps in Australia. Jetset's Isi Leibler, who arrived at the 
age of three from Belgium, says he was called a “reffo” at 
school and beaten up, and that this led him to vow he would 
never be humiliated again or discriminated against. Busi- 
nessman Carlo Valmorbida says: "The greatest form of 
humiliation is the act of migration itself.” 

When they arrived here, the immigrants usually took two 
or three jobs to give themselves and their families some secur- 
ity and to push themselves beyond poverty. 


the Australian business scene, particularly with the 

entry of the transglobal Chinese from Southeast Asia 
and the Japanese, some of who will follow in the footsteps of 
Brierley, Holmes à Court, Lee Ming Tee and Japanese busi- 
nessman Harunori Takahashi. They are the New Boys of the 
future. 

The Vietnamese and other Indochinese refugees are also 
building themselves up and, like the European refugees of 
the post-war years, should 
eventually appear as a major 
force in the business world. A 
decade from now they may be 
responsible for changing the 
face of the corporate scene 
yet again. 

Of all the New Boy groups 
destined to arrive on centre 
stage in the near future, the 
Asians will probably have the 
most impact. Merchant bànk- 
ers, lawyers and any profes- 
sionals who have had con- 
tact with the Asian market- 
place (including China-born 
stockbroker Rene Rivkin, a 
representative of Sally Aw in 
Australia) say the Asian pre- 
sence in corporate Australia 
will grow rapidly over the 
next few years. 

According to one promi- 
nent Chinese businessman 
now living in Australia (who 
has asked not to be named); “There is a magnitude of wealth 
at our doorstep. The high-profile Asian and Chinese busi- 
nessmen you see out there now are just the tip of the iceberg. 

"There are so many wealthy businessmen in Singapore, 
Malaysia and Thailand just looking for somewhere to invest 
their money. Most are very low profile but they are involved 
in scme of the largest projects in Asia. Many are already in 
Australia but you just can't find out anything about them be- 
cause they are very secretive.” 

Many of the Asians who come here will be nervous and 
often wealthy dispersed Chinese businessmen, hedging their 


N ew Boys will continued to have a dramatic effect on 


bets through investment or the security of permanent resi- , 


dency in Australia. 

Some will come from Hongkong fearing the implicatiqns 
of 1997, and some from Taiwan. Other will come from Ma- 
laysia and Southeast Asia, either for the challenge of extend- 
ing their portfolios or as a result of problems in the region, in- 
clud:ng flagging economies and increased political unpredic- 
tability M oon such as fear engendered by the radicalisa- 
tion in recent years of some segments of the local Muslim 
communities. : ` 

Most of those who come will not bring their entire for- 
tunes from Asia. They are following the traditional approach 
of the Chinese dispora, which is to keep all options open. J 
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STRATEGIES 


Reject the past 
‘to catch up with 
Asia's success 


By Gough Whitlam in Sydney 


or several decades Australian 

political leaders, among them my- 

self, have emphasised that Aus- 
tralia's political MEDIRT and economic 
p rity depend on the nation defin- 
ing for itself a place among its neigh- 
bours in the Asia-Pacific region. 

The three important changes which 
forced the problem of structural adjust- 
ment on Australia in recent times were 
the emergence of the developing na- 
tions of East Asia as significant 
suppliers of manufactured products, the 
development of sophisticated informa- 
tion-based industries in advanced 
economies and improvements in ag- 
ricultural production in major Third- 
World countries. 

The changes in East Asia and, in 
articular,. the pronen of Japan 
ave transformed the nature of interna- 

tional trade and exposed the in- 
adequacies of Western economic theory and practice. Few 
economists predicted the spectacular growth of the East 
Asian economies and most are still searching for a proper 
explanation. 

Australia's future now depends on the continued expan- 
sion and diversification of our commercial ties within the Asia- 
Pacific region, whether to provide markets for our commodities 
or to import technically advanced products for our consum- 
ers. Australia can no longer focus its trade relations on free 
market economies; the more-or-less centrally planned 
economies of East Asia provide unique opportunities and 
challenges for a nation such as Australia, especially through 
the sale of manufactured goods and agricultural technology. 

In each of the three econo- 
mic crises since 1970 — the two 
oil shocks of 1973-74 and 1979- 
80 and the collapse of commod- 
ity prices in 1985-86 — the Aus- 
tralian economy was shown to 
be as vulnerable and inflexible 
as any in the developed world. 
Australia's vulnerability lies in 
the colonisation of our econ- 
omy by Britain, the US and now 
Japan. Our inflexibility lies in 
the institutions and structures 
which influence the outcomes 
of industrialisation in Australia. 

Australia's colonial heritage 
and geographical isolation for 
many ded&ides sheltered Aus- 
tralia from the realities of in- 
creasingly competitive markets 
in international trade. Our na- 





Gough Whitlam was prime minister of 
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of the Australian Government's Australia- 
China Council. 








Malaysian ship in Sydney: Asia's the market. 


AUSTRALIA '87 


tion has paid the penalty for inheriting and then preserving 
economic institutions whose functions are irrelevant to Aus- 
tralia’s place in the world economy. a 

While Australia has had forced upon it the moderni- 
sation of trade policy, especially in rationalising. indus- 
try protection, it has yet to modernise and rationalise 
som2 of the outstanding inadequacies of the domestic 
economy, 

There are unacknowledged and intolerable costs in the 
overlapping and competing control of transport and com- 
munications services and the responsibility for company, ac- 
cident compensation and arbitration 
laws in each of Australia’s seven par- 
liaments. These costs are perpetuat- 
ed by the reluctance of our politicians 
to face up to the irrationalities of 
Australia's federal system of govern- 
ment. 

Australia's politicians have also 
shown how rigid they can be by failing to 
provide enough staff at Australian 
schools and universities to give courses 
on the languages and culture of Asian 
nations. Strong competition on world 
markets has made language skills an in- 
tegral part of all export strategies. The 
success of the Japanese in Western mar- 
kets, for instance, has been based on 
market access and the priority they 
place on mastering the English lan- 

age. Australians should no longer be- 
ieve that because Asian countries are 
learning English we do not need to 
learn their languages. 

The greater part of Australia's trade is now with Asia. 
Familiarity with Asian culture is the key to competitive ad- 
vantages in Asian markets and language is the key to famil- 
iarity. Yet in 1983 less than 3% of secondary-school students 
in Australia were learning an Asian language while 2196 
were learning French and 13% German. Between 1983 and 
1986 the number of year 12 students learning Asian lan- 
guages fell by 23% while enrolments for European languages 
increased by 9%. 

The Hawke government has initiated a national policy on 
languages and is now addressing the growing gap between 
Australia's national interest and its current commitment to 
Asian languages. Both the Asian Studies Council and Aus- 

tralia-China Council have rec- 
ommended that the primary 
objective of a national policy on 
languages should be to raise 
learning in Asian languages to 
at least the levels of the major 
European languages by 1995, 
Only through this strategy can 
Australia hope to turn around 
its dependency relationship in 
communicating and trading 
with Asia. 

The Asian studies challenge 
today is not only to learn Asian - 
languages and cultures but also 
to identify standards of excel- 
lence in education and social or- 
ganisation which are competi- 
tive with modern Asian stand- 
ards. Australia faces various 
problems, often shared with 
other Western countries, which 
are derived from a failure to 
understand and learn from 
Asia. A comparative weakness 
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in Australia has been highlighted by the success of our 
competitors in East Asia in planning their trade perfor- 
mance arofind strategic considerations and the national 
interest. 

This problem is further complicated when the efficiency 
of communication between governments and commercial in- 
terests is greater in Asian nations than in our own. This re- 
flects not the intrusiveness of government but rather the ef- 
fectiveness of public institutions in nurturing national com- 
merce. 

We must equally understand that it would be a mistake to 
identify the East Asian economic challenge as the rebirth of a 
malignant form of merchantilism. Much of the history of the 
pox 200 years has been the history of commercial contests 

tween nations and the emergence, in the past few decades, 
of new victors and new losers. 

An understanding of the commercial performance 
of East Asia must to a large degree depend on an under- 
standing of the tradition in which it has been nurtured. This 
tradition has provided the first serious challenge over recent 
centuries to the commercial domination by Western civilisa- 
tions. Other less-developed nations have no comparable 
record. 

It is Australia’s fortune to be placed in a region which, as 
we move into the 21st century, ! 
is challenging the Western | EZ 
civilisation which, 200 years 
ago, colonised Australia. We, 
as a nation, need to be in the 
of understanding 
- these changes. We cannot de- 
pend on others to do it for us. 

Having acknowledged the 
need for linguistic, social and 
cultural skills, Australians need 
_ to ask why our nation has made 
so little progress in recent dec- 
ades. Clearly, we have under- 


= First, it can take English 
speakers much more effort and 
time to learn the Chinese and 

Japanese languages than to 
learn French or German. 

Secondly, we have no reser- 
voir of talent for teaching or 
understanding such languages 
and cultures either in our 
education system or in higher 
institutions. 

Thirdly, there exists a large body of people, both in the 
education system and at higher levels of our public institu- 
tions, who have a vested interest in playing down the impor- 
tance of these new and exacting studies. 

Fourthly, and as a result, people who undertake difficult 
studies in this area are often not rewarded for their efforts in 
terms of career opportunities. 

Fifthly, people who undertake studies in these areas are 
likely to develop insights which must be disruptive within 
existing institutional frameworks and draw upon themselves 
criticism and some hostility. 

'' Sixthly, studies in this area, which encourage a much 
more humble, self-critical and introspective approach to 
Australia's place in the world, are a shock for national pride. 

Some of this language may sound harsh. It should not be 
interpreted that way. Australians have to recognise that we 
are now facing a major transitional period where we shall en- 
counter many difficulties. Past practice will often do no more 
than damage our present plans. 

The difficulties in coming to terms with very different lan- 
guages and cultures will be great, but they are difficulties on 
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1Ot turr our backs, a leas no without g 
cost to ourselves. In developing its future relations with 
China and the various other dynamic economies of East 
Asia, Australians must, above all, avoid the qualities we 
have displayed in the past in developing our relationship with 
Japan. 

A recent review of that relationshi 
majority of Australian leaders "recalled that in the 1960s and 
1970s Australians had been only too happy to adapt their 
economy to serve Japan's needs for mineral resources and 
agricultural products and to enjoy without much reflection 
the fruits of the ensuing trade bounty." Australians pro- 
ceeded to do with Japan only what they had previously done 
with Britain and the US, that is, seek a dependency re- 
lationship. 

In the future Australians must prove as resourceful and as 
thoughtful in developing economic strategies as any of the 
various East Asian countries. Australians must do this on the 
basis of an informed understanding of realities in a diverse 
and culturally unfamiliar environment. If we can respond 
successfully to this challenge many benefits will come from 
the discipline and effort involved. 

Australians are being asked today to do no more than Ja- 
panese and Chinese were asked to do over 100 years ago. The 
Japanese and Chinese were confronted with different civili- 
sations which at that time had mobilised a more dynamic so- 
cial and commercial drive than 
they had themselves. Today, in 
a sense, the challenge is re- 
versed. 

In the past Australians have 
undertaken successful cam- 

aigns in the face of major chal- 
enges. As the prime minister 
said in his June policy speech: 
“We stand together on the 
threshold of the third century of 
one of the most remarkable ex- 
periments in nation-buildin 
ever attempted in the course o 
human history. No beginning 
could have been more unpro- 
mising. And, sure, we have 
Australian achievements 
splendid achievements — to 
celebrate. But we Australians 
have mistakes to rectify, 
amends to make and wrongs to 
put right if Australia is to 
achieve its full promise of 
what it can be and should be — 
simply the best and fairest nation on earth.” 

e Hawke government has shown an awareness of the 
problems on which I have focused. It has taken many steps to 
address the problems. Bob Hawke and his senior ministers 
have made more visits and paid more attention to China than 
to any other country. Moreover, the government has estab- 
lished the Asian Studies Council and has developed an indus- 
try policy which starts to respond meaningfully to examples 
set in Japan. 

Our top public servants have been given a crash course 
in Chinese studies by the Hawke government. The 
needed it, for their studies had been limited to Nort 
Atlantic visits and textbooks and their responsibilities to 
the incestuous Organisation for Economic Cooperation and 
Development. 

These challenges and changes reflect in AustrMlia a grow- 
ing if only reluctant recognition that our domestic institutions 
and regional relations have been outdated and defective. 
This movement must continue to grow; it must be the wave of 
the future. Its existence is the best guarantee that change is 
on the way and the best evidence that our top politicians and 
bureaucrats, no less than our past traumas, are working to 
bring about that change. o 
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Passage to the East 






Asia and the West: E: 
edited by Cyriac K. 
Notre Dame, India y 


ce hroughout. the Renaissance the 
Europeans had compared and 
contrasted their achievements to those 
of antiquity. This vertical or temporal 
relativism usually e aded, at least until 
1540, with a paean of praise, sometimes 
purely rhetorical for € superior attain- 
ments of the ancients. Thi | 

Asia to the Europe 

















an mind helped to 


create a new relativism that was both 


vertical and horizontal, or both tem- 
poral and spatial. The civilisations of 
Asia were recognised by the end of the 
16th century as being equal of contem- 
porary Europe and as having a con- 
tinuous boray that went back to anti- 





ar the words of University of 
Chines professor of history Donald F. 
Lach, from one of the volumes of his, 
Asia in the Making of Europe. They are 
cited in the preface of Asia and the West, 
a collection of essays dedicated to Lach 
as *a token of the esteem in which he 
is- held by his many grateful stu- 
dents." 





The 14 chapters which follow the 


biographical sketch of Lach are solid es- 
says on narrow topics divided into five 
broad areas: initial encounters and early 
images; exchanges in technology and 
science; 
philosophical ideas; recent political en- 


counters, and bibliographic studies. (of 


Asia in Europe). 
The essays are extensively docu- 


mented by footnotes at the end of | 


each chapter, and are otherwise not 
written to please an in-flight magazine 
editor or readers weaned on tourist- 
class history. But armchair travellers 
who can ration their drinks through a 
few dry stretches strewn with mirages 
will stumble upon enough real oases to 
make this book worth exploring. 
Almost anyone interested in “India, 
| Japan, Manchuria, Egypt and the Tur- 
kish Empire" and just as many places in 
Europe from the 16th to the 20th cen- 
turies, with some short excursions back 
to ancient and medieval times, should 
find several essays "elephantastic" — to 
borrow Lach's "elephantasies" carica- 
ture of t the European who, seeing an 
elephant? “could believe in the exis- 


tence of almost anything else.” 

“The passage to India, for young 
men in 16th-century Portugal, was a re- 
curring opportunity for a wondrous ad- 
venture," T. Bently Duncan begins his 
chapter, Navigation Between Portugal 
and Asia in the 16th and 17th centuries. 


interflow of religious and | 


rs and Exchanges from the Age of Exploration 
| Edwin J. Van Kley. oe Cultural Publications, 


“Portuguese elites peopled the shige 


with naval and military officers, fidalgos | 


merchants, 
Duncan writes. This 


[noblemen], bureaucrats, 
and missionaries,” 


is not the most felicitous, lucid, or col- 


ourful way of describing the men who 


crewed and sailed the Carreira da In- 


dia. 

The first note translates the italicised 
expression as "literally the ‘India 
Career" and then explains that it is “a 
term which implies a regular navigation 
following a standard itinerary and which 


could be rendered in English as the 


5 35 


‘India run’ or ‘passage to India’. 


The diction picks up a little when 
Duncan adds: “The few women aboard | 


were mostly their [presumably not “the > 
elites” ] wives and daughters, with a few | 
peasant women and Lisbon prostitutes | 
smuggled aboard by the seamen." And | 
even nitpicker book reviewers. are 
forced to relax and enjov the scholar- | 


ship when told: “The impressive 
superstructures that towered up from 
the stern, which housed the officers and 


the more affluent, were made up of nar- | 
row half-decks with less than four feet 
between ceiling and floor, where even | 


fidalgos and bishops scurried about like 
rats in tomb-like cabins." 


And tombs they were. according to | 


statistics which Duncan cites a few 
pages later. “An estimated 171,000 per- 


sons left Lisbon during the years 1497- | 
| 1590 . amine persons aboard 324 





Lisbon, and 11,000 were lost dui ü 


‘gan attributes this lower dea 


Durable for a captain to. go dow: 


| nm obert Joseph. TNR essay 


historical voyage. Its subject, though 
| trinsically more esoteric and less rom: 
tic than statistics on sailing betw 
convoluted style which makes its. 
pages of text barely more coherent tha 
ats 10 pages of 148 small-print notes.: 


as an interesting if exaggerated view of 
“how much of the credit for Britain’s 
low perilisms, Japanophobia. " 
West; 


Chinese Silk Manufacture in Jean-B 
tiste Du fuse oe de ac Chin 


] Ieo, kE i and ! Ind a; 
The Sino-Soviet Railway Confl 


| lude to Civil War; The Role of Privat 
| Knowledge About Asia in 16th Centu 























































slips D 
and returned to Lisboi 
154,000 reached the East 
17 ,000 were lost to shipwreck 
ease. An estimated 105 ,000 persons 
the East, [of which] 94,000 arr 


passage.’ : 
The total of 28,0 deaths. 
legs of a journey ASA by 276,00 
ple means a death rate of 10 
combined death rate in the 16t 
for captains and Jesuits was 5. 
among elites to “better nutrition, at 
certain kinds of shipwrec 
teed place in. the ship’ 
skiff." Apparently it was no 


ship. 





WA The Role of Japanophobia in 
Emergence of the British Commor 
wealth is an entirely different kind 





Portugal and Asia, does not justify th 








Yet Gowen's essay is worth reading 








nost original Imperial achievement, the 
Zommonwealth of nations, rightfull 

belongs to that most contagious and in 
many ways most irrational of all the yel- 






The other essays cover: Hsu Kuang 
Ch'i (1562-1633) and His Image of th 
French Attitudes Towards th 
Cultures Revealed by the Discoverie 






















ligious Impact of the Discovery of 
Sea Route to India; Some 17th Cen 
European Protestant Respons 
Matteo Ricci and His Mission in 


1929; Marshall and the Manchuria 
Negotiations, January-April 1946: P 
Libraries in the Dissemination. 
Europe; and Henri Cordier and tl i 
Meeting of East and West. 

One expects better editing at an 
price. And the high price of this book 
notwithstanding its limited issue, wa: 
rants something better than its eye 
ing, Jn oni gr printing. Sixtee : 










Tr book is another chip from the 
literary workshop of an eminent 
scholar and a prolific writer on the art of 
he Himalayan kingdoms. Its object is 







ied collection of Nepalese art in the Los 
Angeles County Museum. It is thus in- 
snded primarily as a catalogue of 
he collection, but it is more than that. 
: Pratapaditya Pal has an excellent 
general introduction which provides the 
non-specialist reader with all the basic 
icts he needs to know about Nepal to 
appreciate this book: the historical 
evolution of the three major regions; 
e shift in linguistic importance from 
Sanskrit to Newari to Nepali under the 
successive dynasties of the Lichhavis, 
(4th-9th centuries), the Mallas 
(13th-18th centuries), and the 
Nepalese Shah dynasty (18th 
century to the present); the 
peaceful coexistence of the 
two major faiths, Hinduism 
and Buddhism, with the enig- - 
matic absence of Jainism which 
was the court religion of 
the Lichhavi progenitors of. 
one of the earliest Nepali 
kingdoms. 
Pal has short comments on 
patronage, the social status of 
- the artist and the nature of the 
aesthetic and intellectual influ- 
ence that permeated the sacred 
"art of Nepal. While the artist, 
we are told, held a low social 
status several priests or vaj- 
—racharyáas are known to have 
been artists. This leads one to 
-wonder whether low status was 
accorded simply because art- 
ists who made a living out of | 
their craft were believed to be in contact 
with all kinds of ritually polluting ele- 
mens. 
. "While Pal tells us that the artist was 
in the bottom pile of the social hierarchy 
he does not tell us what was the social 



















































taking up painting affected their status. 
The artist was primarily engaged in pro- 





king for an outlet for his individual 
ative genius. It would have been in- 
téresting if these issues had been taken 
p for discussion or even simply for 
ulation because these are of great 
terest not only froma sociological view- 
` point butalsafrom the aestheticist's view- 
nO The author, though, is primar- 
ily an art historian andan iconographer. 

Pal traces the evolution:of styles, 
pointing out how the early works were 
prone influenced by Indian. aesthe- 





t SEE SOM Eo OON COR BEC DUM 


to introduce readers to the rich and var- 


The Bodhisattva Avalokitesvara: a of. : 


standing of the vajracharyas or whether | 


cing ritual art and was not someone | 


The sacred and the sublime _ 


The Art of Nepal: A Catalogue of the Los Angeles County Museum of Art Col- 
lection by Pratapaditya Pal. Los Angeles County Museum of Art in conjunction 
with University of California Press, Berkeley. US$22.50. 


tics, while the later works exhibit a dis- 
tinct Nepalese identity. This process of 
transforming the original stimulus into 
something closer to indigenous artistic 
sensibilities is noticeable in the art of an- 
cient Southeast Asian cultures as well. 
Pal tells us that neither dynastic nor po- 
litical changes seem to have affected the 
artistic creativity of the people. 

This observation provides the clue to 
the understanding of traditional society 
in South Asia, where religious and cul- 
tural continuity has acted as a legitimis- 
ing and stabilising factor in an age of 
constant dynastic and political changes. 


New kings looked to old systems and in- 


stitutions for stability and continuity 
and C Reosptanee: SIERCE, they exerted 





very little pressure on the social and cul- 
tural front. In the case of Nepal, this was 
even more true because it was never di- 


rectly conquered by the Muslims who 


had a different perception of the social, 
cultural and religious order. 


"here is a substantial introduction on 
the iconography of the deities, a 
highly complex and esoteric discipline 


| which has been lucidly presented by 


selectively choosing and arranging the 
vast array of information on the ; subject. 
Iconography is not every man's cup of 
tea, but Pal provides vast information 
on some rare sculptural representa- 
tions, such as those of the deity Indra 
are discussed. Pal, for example, talks of 
the Hindu deity Kumara, brother of 
Ganesa, and states that "neither is the 
natural son of Uma." This is an interest- 
ing comment from a scholar pre-emi- 





| 1 the Tamil tradition. o be 
precise, Murukan alias Kumara has a 


natural mother Korravai alias Uma but | 


no natural father. It is evident from, | 
Pal’s comment that it is the reverse in 
the northern Indian tradition. 

The Aisvarya Buddhist iconography 


| of Adi Buddha and the whole hierarchy 


of Dhyani Buddhas and Bodhisattvas 
and Manushi Buddhas has been suc- 
cinctly and very simply condensed, 

though possibly some of the essence is 
lost in the extreme brevity. 

Art of Nepal, hke most books on art 
of the Subcontinent, leans towards the 
sacred art. In the chapter entitled 
“Form and Function,” the author sums 
up by stating that the function of art was 
religious, embodying ritual function 


and metaphysical symbolism. It must be 


remembered that very few works are 
published on the everyday secular ar- - 
tifacts of South Asian society. While 
tomes have been written on sacred art 
and iconography, there is a dearth of 
material on secular crafts. 
From this catalogue, it would 
appear that the museum's Nep- 
ali collection as well pertains 
mainly to the realm of the 
sacred. 

Yet there are some interest- 
ing titbits. For instance, Pal re- 
fers to a rite of passage called 
the bhimratri, which was per- 
formed by Nepali Buddhists 

when a person reached the age 
of 77 years seven months and 
seven days to signify the transi- 
tion from normalcy to senility. 
After reaching the age of senil- 
ity, a person was no longer 
morally responsible for his ac- 
tions. 

The catalogue is neatly di- 
vided into three sections — 
sculpture, painting and model 
books and manuals with a 
scholarly introduction for each 
section. Particularly interest- 

ing is the section on model books and 
manuals, which not only throws invalu- 
able light on iconography and artistic 
traditions, but also on the manner in 
which patrons could choose the icon they 
wish to commission. The model books 
seem to have been the precursors to the 

pattern books of later-day designers. 
Altogether, the catalogue contains 
detailed descriptions and illustrations of 
71 sculptures, 39 paintings, and 31 
books of drawings and sketches. There 
are 36 exquisite colour plates, glossary, 
bibliography and extremely wiseful ap- 
pendices on the inscriptions which are 
transcribed and a brief summary of 

which is also provided in English. ` 
Art of Nepal has all the finesse and 
elegance of a coffee table book and the 
packed scholarship of a learned tome. It 
is not a small achievement. | | 
ronem Ghose | 
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ter action were taken to o adjust 
change rate. | 


© The US Government has been frus- 


 trated by the failure of mar 
ing measures taken. 
reduce the deficit s 
its trade with Ta 
dollar's sharp risi 
. cuts implemente: 
since the beginni 
trade gap has. 
the first half of. 98 

US$7.9 billion, u 
period a year ea 
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The Treasur rent’ s evident i 
hard line on t1 Golar 
brought — out | greements N 
among various ag Wash- | 


ington over how to deal with the 
trade deficit. One US trade 
2 negotiator worri i that Treas- 
' ury's approach was working at - 
CrOSS-purposes - with the overall 
goal of convincing Taipei to 
liberalise its markets more | 
quickly. “If you demand conces- - 
sions, and then .club them | 
[Taipei] over the head before the | 
concessions have time to take ef- 
fect, it may: be. counter-produc- 
tive. " he said. 

“He raised the possibility that 
further NT dollar appreciation, 
at a time of basic US dollar-yen 
stability, might reduce the incen- 
tive for Taiwan manufacturers 
and consumers to buy US, rather than 
Japanese, products. 

Echoin 
mic official told the REVIEW that the US 
demand for further NT appreciation 
was “irrational,” saying it would choke 
off the promising increase in imports 



















from the US that has been seen in the 


past six months. 


The defensive tones used by many | 


this, a senior Taiwan econo- 


Ruling Kuomintang legislators, 


ex- | economists, and newspaper editorialists 


criticised the government's "colonial" 


mentality, as one newspaper put it, for 


dancing too quickly to the “US tune.’ 


Some critics said it would be better to 
give up all GSP benefits than accede to 
| the new CXEnUn Ee ee pressure. 


| |B ut the central bank's quick response : 
| to Treasurys demands highlight- |. th 
ed Taiwan’s vulnerability to trade pres- 


sure. The US is not only the island's 
largest market by far, 
strongest political supporter in the in- 
ternational arena. Taiwan was the 
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largest GSP beneficiary last year, as it 
has been for several years, with US$3.2 
billion-worth of the island's products 
enjoying duty-free entry into the US 
market. The US Trade Representa- 
tive's office in Washingtor earlier had 
announced a reduction of US$1.6 bil- 
lion from last year's total. 

With the heavy upward pressure on 


but also its 


| officials in Taipei reflect attacks from an | 
increasing number of domestic critics. 
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Sources: The Central Bank of China, the Foreign oe i 





had dropped to l 


| ide prevented any profits from being 


| Chinese holders of existing accounts 


chase, stocks. According to SEC vice- 
chairman C. P. Chang, the reason for 





single day, as it s 
the NT dollar* 1 
end a brief period in 

forex holdings had ac 
On 20 July, centr: 
Chang Chi-cheng 


































from the hi h of | 





























































‘remittance d 
serves further. 

For foreign i 
get into the Taiw 
-there was little ind 
lifting of controls - 
capital flows would. kad to i 
creased opportunities, or to 
flood of profit-taking from the 
market. On 30 July, Taiwan's 
Securities and Exchange Com- 
mission (SEC) ruled that foreign- 
$  ersand Overseas Chinese would 
no longer be allowed to open ac- 
~- counts with local stockbrokers 
^ for trading in shares on the TSE. 
| In the past, a handful of peo- 
= ple had taken this route, even | 

though pre-15 July capital con | 





























remitted abroad legally. Still more had - 
relied upon friends or relatives in Taiwan : 
to buy and sell stocks on their behalf. 

The SEC said foreign or Ovetseas 


coüld henceforth only sell; but not pur- 


Although Endau-Rompini is of one of the last major tracts | 
val forest left on the peninsula — and the last viable 

T 'ground for the extremely rare Sumatran rhinoceros _ 
— the tions fer. state ie "- in the i awarded i 





j of origi 





| stopped, saying that 
d E rs ect in he area 


| fter intense ades se publicity, korenr the Pahang gov- 
ù ernment announced in October 1977 that it would not be 





issuing any more licences for the Endau-Rompin area. That _ 


was thoughit to be the end of the threat of logging to the forest 
— until last month; when a group of conservationists took the 
Pahang chief minister on a.tour of an area deep inside the 
| proposed park. There the entourage discovered that logging 
|j was takin place on the Johor side of the border. — 

i had been designed to demonstrate to the press that there was 
no lo in the Pahang-owned portion of the area. He was 
forced to — out that his state Co was not to 






the-currency on a local forex market, 


"park area several years ago. He said the logging area seet 


towards the eastern side of the proposed park. The Jo 


| situated on the western side, where the rhinoceroses are b 
` lieved to be concentrated. But the conservationists are ar 


Malaysia Plan, the whole area should be protected. - 


-who accompanied | 
contractor employed to fell the trees informed them that the 


very was embarrassing to Khalil, whose tour | concession holder was a company, ees ems daa Des mill. 


the Tung was to prevent outsiders fro m 




















blame. This, i in isin, próiapted: Muhyiddin to admit: : a 
days later that the Johor state government had awarde 
concession to two companies to fell trees in the propos 





Khalil’s party was only 800 ha in size, was well outsid 

20,060 ha core area and was carried out "under th str 

supervision of the Forest Department. g 
The area currently being logged is on the river K 








government has suggested that the protected core area be 


ing that as the 92,000 ha now to be gazetted originally formi 
the core area of ‘the 200,000 ha park proposed in the Thi re 


The identity of the logging companies involved has no 
been divulged by the Johor chief minister. Conservationi 
halil have told the REVIEW that a sub. 





search with the registrar of compa 
named Endau Sawmill does int 

















ed. With outward remittances now 
xcess of USSS million a year require 
IC. approva! the authorities 


d 











ough the black market and then 
able to remit profits abroad with 


g. is still not willing to allow 
foreign investment in the Taiwan 
kmarket, outside of four existing 
is for indirect investment. Rather, 
authorities’ 


rols has been focused on increasing 
hannels for overseas portfolio invest- 
nt by local investors. Up until 15 
uly, these had been limited to the 





Or bank securities,. with five local 
mediaries. 


Little. or. no market. demand for 


ning of 1986. The NT dollar's steady 


| tive. i 

oes There were strong indications the 
same fate. might befall 
funds that were set up, at least until 
the NT dollar finally reached a stable 

level. 7 

“Between the exchange-rate risk and 
~ the fact the local market is looking so at- 
tractive, a lot of.people are going to feel 
- there's not much reason to put your 
-money offshore," said Norman Lee, an 


Investment and Trust Co. 

- The four domestic- -foreign joint ven- 
ure investment companies which man- 
ge indirect funds for foreign investors 


eas equities. Financial. authorities are 
divided over how much to permit each 





















perate on an. economical scale, but 
he. central bank was leaning towards 
g only US$40 million each, ac- 
co cde local | brokers and financial 


ss je was further cloudéd by the 


ication by one company — 
Investment. SS100 ati Co. 


TR letely eia, while | - 
sard capital flows were ‘strictly con- 


gely unrestricted — only amounts in 
red people. would bring money in 


ie central bank, which plays the. 
lominant role in financial policy- 


attention since the | 
fting of most foreign- -exchange con- 


purchase of foreign government bonds: 


financial institutions acting as inter- 
this type of investment had materia- | 
lised since first permitted. at the begin- 
" appreciation. throughout that period 


; made offshore investments unattrac- 


any new 


assistant vice-president at Taiwan First. 
all have hopes of establishing funds for 
omestic investors that would buy over- 


«company to raise, however. The SEC. 
upported the firms' contention that 
00 million each was necessary to” 


ision to delay indefinitely an. 






By Paul Handley in Hongkong - 


A labour shortage bud on by | 
A Hongkong’s economic boom is 


threatening the territory's manufactur- 


ers with higher production costs and 
builders with skyrocketing wage bills - 


and delayed projects. 

Although the labour supply is ex- 
pected to remain very tight for at least 
another 12 months, and possibly 24, the 
government has rebuffed calls to con- 


‘sider relief in the form of bringing in 
bonded labourers from China or Macau. 
. But many feel that in order to main- - 


tain steady growth and prevent an ex- 
plosion in wages, the government will 
eventually have to consider importing 
workers, or at least allowing some of the 


‘territory’ s 8,000 Vietnamese refugees, 


currently confined in camps, to work. “I 
do not know what other alternatives 
there are," says Garret de Nys of the 


Shui On group, one of Hongkong's 


major developers. 
Difficulties are being reported in al- 
most every sector — factories are turn- 


-ing down orders; construction sites are 


behind schedule; a major food chain 
could not open two outlets because of 


staff shortages; and building manage- 
ment firms cannot find watchmen and 


cleaning staff. 

Industry estimates put the shortage 
of skilled and unskilled workers in the 
construction sector at 10,000 — some 
say as many as 15,000 — and de Nys 
points out that current construction ac- 
tivity will remain at the same level for 
the next two years. 


Even if the current. manufacturing Le 


boom loses some steam next year, as 
Hang Seng Bank economist Anthony 


-Wong forecasts, a bank study predicts 
that the labour Shortage will, remain . 
acute in sectors like manufacturing 


which need unskilled workers. 


Skilled. and unskilled construction | 


worker wages have risen by up to 40% 


Hongkong S labour shortage pushes up costs and wages © 


































































. The supply of workers in E 
turing is perhaps not as tight, neverthe- 
less, wages are climbing rapidly. The 
booming textiles sector, which, by 
operating a piece-work system, can bet- 
ter the HKS? 2,500 a month rate paid in. | 
the electronics and toy industries by 
HK$1,000, has soaked up much of the 
unskilled and semi-skilled force, many 
of them young women, leaving the . 
others short-handed. The government 
estimates first-quarter vacancies in 
manufacturing reached 47,785, nearly 
double the level of the previous quarter. 

Manufacturers say this reflects the 
growth in demand, and also a vicious 
circle of high turnover driven: by. tem- 
| porarily hard-pressed factory man. | 
offering signing-on bonuses. "Turnover 
in the Kwai Chung industrial centre, 
one manufacturer says, averaged 27% 
during the first half of 1987. 7 

Basic unskilled workers, says Eddie 
Ng, personnel manager at Motorola 
Semiconductors, were being paid about 
HK$2,200 a month in February. Since 
then the rate has increased 5-8%, and 
manufacturers are offering as much as a 
HK$3,000 bonus for those who stay 
three ‘months. “And even they have 
trouble keeping people,” adds Ng. 
Technicians’ wages have also risen by 
| upto 18% so far this year, he says. 

The strong demand has taken Hong- 
kong's unemployment rate to a new low 


















SHIFT TO 
SERVICES 
Hongkong employment 
by sectors 


Index Jan. Mar." TÉ- 100) - 
300.  . 





Finance ue 


in the last 12 months, against an infla- | “° 


; tion rate of about 6% , with much of the 
surge in the first half of this year. | 
|. Cement workers who averaged HK$197 | 

(US$25.26) a day in August last Mr are 


now asking HK$280, up from HK$250 


. just three or four months. ago, say con- 
if tractors. 


In the 12 months to August, con- 
struction site steel workers’ daily wages. 
increased from HK$256 to HK$350, 













while the pay of carpenter/form workers . s ab 


| rose from just under HK$200 a day to 
. HK$350. Despite the premiums offered 


by contractors, one local chartered sur- 
veyor says nearly all the territory’s pro- 
jects are behind schedule because of the 
labour shortage. 
















of,1.976 (seasonally adjusted) in March- 
May this year, and underemployment 
has dropped to 1.195. It is not the first 
time Hongkong has suffered a labour 
shortage, but in previous economic 

ooms the territory had access to new 
sources of labour. Workers from China 
were always available to fill especially 
the low-paying unskilled positions. Al- 
though they entered the territory il- 
legally, the government's “touch base" 
policy allowed them to become legal 
immigrants upon reaching the urban 
areas. 

The government ended that policy in 
October 1980 and began to clamp down 
on illegal immigrants. This was just at 
the outset of an economic downturn, so 





the slowdown in the growth of the 
labour supply caused little concern. 


Hongkong's labour shortage is 
exacerbated by four other trends: the 
number of legal immigrants allowed, 
mostly from China or refugees from 
Vietnam, has been slashed since the late 
1970s; the number of teenagers entering 
the work force has dropped as they tend 
to stay in school much longer; the ef- 
fects of the decline in the birth rate in 
the 1960s; and the growing attractive- 
ness, in terms of pay and status, of the 
service sector. A further problem is the 
exodus of emigrants, mostly profession- 
als, prior to 1997 when Peking takes 
control of Hongkong. 

The labour shortage was anticipated, 
but probably not to the degree that has 
affected manufacturers and builders. In 
its report on 1987 economic prospects at 
the beginning of this year, the govern- 
mént pointed to the labour shortage, 
predicting that “constraints on the sup- 
ply side seem likely to limit the rate of 
economic growth [in 1987]." 

The report suggested that local capa- 
city constraints could be overcome by 
manufacturers employing processing 
facilities in China, but many manufac- 
turers say that their operations are not 
so readily moved. Even then, as one 
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long-time Hongkong businessman said, 
the choice is whether the territory 
would benefit in the long term if work- 
ers were imported now to ezse the situa- 
tion. 

The Building Contractor Associa- 
tion at the end of July formed a commit- 
tee to study the problem and propose 

ssible remedies, which are likely to 
include importing bonded workers from 
China. “This problem is not going to 
disappear over night,” says association 
executive John Loo. 


Er government insists the shortage 
is temporary, and that more capital- 
intensive manufacturing and building 
methods are what is needed. Financial 
Secretary Piers Jacobs said recently that 
the marketplace had always solved the 
labour shortages of the past, and that 
competition for workers was the best 
remedy for the current difficulties. The 
government accepts as part of the mod- 
ernisation process that some manufac- 
turers will be pushed out cf Hongkong 
to cheaper labour sites, like China's spe- 
cial economic zones. 

Loo agrees that manufacturers can 
upgrade their production process with 
more capital-intensive methods, but he 
insists that Hongkong's construction 
firms already use the most economical 
means. "We are not technically back- 
ward," he adds. 

Acting Labour Commissioner Dar- 
win Chen believes imported labour 
would water down the wage increases 
that Hongkong workers deserved. 
Chen, though, quoted government fig- 
ures of a 3% real rise in wages, or a 9% 
nominal rise in the past year, when in- 
dustry reports clearly show a much 
higher surge. 

The real problem is political: if tem- 
porary workers were brought from 
China, the government would have to 
face the problem of ensuring they re- 
turned when their work was completed. 
Moreover, the government would be 
hard put to rationalise the import of 
workers when some 8,000 Vietnamese 
refugees sit idle in camps in the area. 
But giving the refugees work would 
legitimise their place in the territory, 
and could attract another influx, which 
the government wants to avoid. 

However, bringing workers in from 
Macau, where labour availability is 
higher, might pose less of a problem, 
some suggest. There is a precedent in 
the way the territory imports Filipinas 
for domestic help. At present there are 
more than 30,000 Filipinas working in 
Hongkong. 

Chen himself did not totally close the 
door on labour imports, though he 
claimed the question of importing 
labour could not be limited to the con- 
struction sector alone. “Whether we 
want to make an exception is yet to be 
considered. We have not given 
thorough consideration to the ques- 
tion," he added. 


vM para ne 
w "Bis B» i AJAL 
JDE I RAL 


Met 
Is ] 
Pee 





The international trading house active 
in pulp, paper, machinery, chemicals, 
timber, building material, 
textiles, foodstuffs, 

Steel, consumer goods. 


Oloh Hanson 


Första Långgatan 19-21, S-413 27 Goteborg, Sweden 
Tel. +46 31 85 60 00, Telex 2530, 
Telefax +46 3112 67 35 


a 
Subsidiaries in Barcelona, Basel, Beijing Bombay, Copenhagen 
Drammen, Geneva, Hamburg, Helsinki, Hong Kong, Jakarta 
Landon. Melbourne, Milan, New York, Paris. Sao Paulo 
Singapore. and Tokyo. Sales agents in 110 countnes 
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Artificial sweetener 


Dispute intensifies over a sugar support scheme in Thailand 


By Paisal Sricharatchanya in Bangkok 


fter being bound together for some 

five vears under the first phase of 
what seems a workable revenue-sharing 
scheme, Thai cane planters and sugar 
millers are once again locked in a bitter 
dispute over the future of the arrange- 
ment. If they cannot agree, production 
levels which make the country the 
world's No. 4 sugar exporter could be 
threatened. 

A solution is needed by September, 
when a provisional clause in the 1984 
Cane and Sugar Act, which provides for 
a 70% planters:30% millers revenue- 
sharing ratio, expires. (This formula ac- 
tually came into effect during the 1982- 
83 milling season, when world prices 
began to fall. Milling is normally done 
during December-April.) Under the 
m 7095 of the proceeds from 

omestic sales of refined sugar plus ex- 
ports of raw sugar go to farmers in the 
form of basic cane prices. 

When the formula was introduced, 
the government hoped to solve two 
poem at once. Using a US$78 mil- 
ion syndicated loan from a consortium 
of Thai banks in late 1982 to a tripartite 
company comprising the government, 
planters and millers, domestic cane 
prices were to be stabilised during what 
was correctly expected to be a long de- 
cline in world sugar prices. Having a set 
formula also did away with the politi- 
cally sensitive exercise of determining 
cane prices each vear. 

The political objective has largely 
been met, since there have been no 
major cane-farmer demonstrations in 





Bangkok in recent years. Until the ad- 
vent of the revenue-sharing scheme, 
cane-planter demonstrations in Bang- 
kok were an almost yearly occur- 
rence. Now the bargaining venue has 
shifted to the conference table where 
representatives of the planters, millers 
and government strike deals under a 
tripartite arrangement — which millers 
contend generally favours the planters. 

However, the economic benefits of 
revenue sharing have not lived up to ex- 
paragon, since the downturn in prices 

as been more prolonged than expect- 
ed. After peakmg at some US$640 a 
tonne in 1980, the monthly average spot 
price fluctuated between US$115 in 
1984 and US$135 in 1986, creeping up to 
about US$150 now. 

Several years of weak markets have 
meant that Thai Cane and Sugar Corp. 
(TCSC), the tripartite company, has 
been unable to service its loan. Mean- 
while, exchange-rate fluctuations have 
pushed the local-currency cost of the 
loan to Baht 3.3 billion (US$127.27 mil- 
lion) from Baht 1.78 billion originally. 
(The consortium of Thai banks bor- 
rowed offshore to fund the loan. The 
bulk of the money was spent on sub- 
sidising cane prices at levels higher than 
they would otherwise be. Originally, 
the maturity period was to be five years, 
the same as the 70:30 formula based on 
the belief that world prices would pick 
up after two to three years. But since 
world prices remained depressed 
throughout the period, neither interest 
nor principal has been repaid to the 
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Thai lenders.) At least two large miller 
groups which operate a string of seven 
plants have gone under during the past 
year, with combined debts estimated at 
more than Baht 7 billion. The manage- 
ment of both — the Ban Pong and Tha 
Sugarmill groups — is understood to 
have been taken over by bank creditors 
under long-term  debt-restructuring 
plans. 

A random survey by the REVIEW in 
the sugarcane heartland of Kan- 
chanaburi province west of Bangkok 
found that many cane farmers are deep 
in debt. The branch of a medium-sized 
Thai bank in the province is said to be 
owed about Baht 1 billion by cane farm- 
ers, which accounts for about a third of 
that bank’s doubtful debts nationwide. 

Obviously, stability in domestic cane 

rices has not shielded farmers fully 
rom depressed world prices. Given an 
estimated Baht 450 a tonne average 
cane-production cost, the farmers have 
actually lost money with basic cane 
prices ranging from Baht 381 a tonne in 
1982-83 to Baht 411 in 1986-87 (arrived 
at under the 70:30 formula). 


hile the 70:30 ratio will soon expire, 
the 1984 law calls for a continua- 
tion of the revenue-sharing principle, so 
a new formula will have to be found. 
The law in essence says this should be 
based on the production costs of both 
cane and sugar. These are to be tabu- 
lated against an estimation of the collec- 
tive revenue from domestically sold re- 
fined sugar, exported raw sugar plus 
proceeds from all by-products. The in- 
clusion of by-products, such as molas- 
ses, has clouded the issue further: previ- 
ously, these had belonged solely to the 
millers. The sugar industry has assigned 
the Asian Institute of Technology 
(AIT) to research and come up with the 
production costs by mid-August. 
If official estimates by the Ministry 





China in sheep's clothing 


By Hamish McDonald in Sydney and Ellen Salem in Hongkong 





tralia, put US$1.4 million into the 
with Jute Mill. 


The mill spins and weaves wool tops 
worsted 


13 AUGUST 1987 e FAR EASTERN ECONOMIC REVIEW 









(MAC) - — "Baht 391. 15 a tonne of cane 


-| against Baht 297.51 a tonne of sugar — 


were used as a yardstick, the ratio would 
work out to be roughly 57:43. That 
would be a substantial swing in the mill- 
ers' favour. 

Cane-planting grou , began lobby- 
ing at the beginning of the year for the 
maintenance of the 70:30 ratio. "The 
system has provided fairness to the 
farmers. Its overriding objective of 
stabilising the industry has been 
achieved," Boonruang Phaosri, 
president of the influential Kan- 
chanaburi-based Zone 7 Sugar- 
cane Planters Association, saidin 
a recent interview, 

Pending the outcome of the 
AIT study, the planters are con- 
sidering t ree options: 

» A continuation of the 70:30 
ratio on proceeds from domestic 
sales of refined sugar and exports 

. of raw sugar, plus a similar ratio 
on the portion of revenue from 
molasses above Baht 700 a tonne. 
They would not claim any share if 
the price of molasses fell below 
this level. 

» A division of all the proceeds 
(including those of by-products) 
based on a ratio to be determined | 
by the yet-to-be-established pro- 
duction costs. 

» A 70% share of all the milled 
sugar, excluding by-products, which will 
be marketed by the planters themselves. 

Sources in the three main miller as- 
sociations, which control the bulk of re- 
fining and export, indicated that they 
are not averse to a new ratio based on 
the MAC figures — but would accept 
the findings from the AIT study. 

They have, however, pushed for 
elimination of an annual 600, 000-tonne 
export quota — known as Quota B — 
which has until now been handled by 





and Cooper ves | 


er associations contends: 









TCSC. (Quota A covers 700,000 tonnes | 


of refined sugar sold domestically at 
prices that are now about triple world- 
market levels. Millers are allowed to in- 
dependently export what is known as 
Quota C, or what is left from Quota B.) 
The tripartite arrangement at TCSC, it 
is argued, is a time-consuming process 
which often means losses in the market. 
“The very existence of Quota B re- 
duces our bargaining power since the 
world market knows this portion has to 


THAILAND’S 


SUGAR 
EXPORTS 


be off-loaded within a given time,” com- 


mented a senior executive of Thai Sugar 
Trading Corp., which represents a large 


millers group. The millers as a whole are 


asking to control all of the exports, 
under the planters’ supervision. 

A recent document by the three mill- 
“The 70:30 
ratio was enforced without sufficient 


a drastic change from a system of free 


trade to one o 


- — though this has yet to make much ofa- 


owning 257 acres in Kanchanaburi who © 


| The Zone 7 Sugarcane ?"lanters Associ- 


] fice in Kanchanaburi boasts a radio- . 
| communications system linking more 


vers in Thailand, who together produce. 
„about 24-25 million tonnes a year. The- 


| chance. As an association executive ex- 
| plains, the sugar crop's short life after - 
| cutting and the relatively small number- 


| are simple. “While we have to rely on- 
; them, they, too, are entirely dependent - 
, on us for supply,” he says. 


REVIENDIAGRAM by Andy Tang 
thousands of rural rice mills — partly. | 


_never been able to organise. properly. 


and its counterpart groups around Thai- 3 
: land are certainly not short of cash. 
studies to establish whether it would be + 
suitable to the Thai industry. It was also — 





claims that millers suffered Ba Baht 10. 
billion in losses during 1982-86 

With prices still low, some planters 
in Kanchanaburi and nearby provinces 
have shifted into eucalyptus and tapioca . 














































dent in nationwide cane production. | 
Nimitr Virakul, a large-scale farmer 


is Baht 4 million | in the. 


prices pick up over the next two years. 

While individual farmers may suffer 
financially, the. lanters’ groups are able 
to wield considerable political power. 








ation, for example, is the most influen- 
tial farmers’ . oup in Thailand. Its of- 


than 20 branches in four provinces. l 
Zone 7 represents roughly half of the 
estimated 200,000 families of cane plant- 


influence does not come about by. 
of sugar mills (46) means negotiations: 


The long shelf life of rice — coupled - 
with the fact that it is grown in virtually - 
all corners of Thailand and sold to 


explains why rice farmers, though far. | 
outnumbering cane . planters, have 


Authorised to collect up to 196 of. 
cane prices as membership dues, Zone 7 . 


With a decision to collect Baht 2 a tonne - 
this year, these bodies will control some- 
Baht 50 million. | 












jn the EC with a death sentence. 





t Suharto’ banned all exports. of raw 
an. | 
ast-minute stockpiling of the ráw 






unts of smuggling since then, have 
ven these countries a breathing space 
a few years. But if they wish to con- 
inue using Indonesian rattan, 
must invest in processing 
-within Indonesia. — | 

At the same time as raw rattan ex- 
ports were banned, it was announced 
hat exports of semi-finished rattan 
‘would: be stopped completely on 1 
January 1987. The export tax on semi- 

















20% to 30% as of 15 November 1986. 





| added benefits of furniture making at 






lopment of a domestic plywood industry. 

. “We have earned up to US$85 mil- 
_lion and employed around 5,000 people 
through raw rattan,” said the Rattan 


























vice-chairman . Sebastian - 
industry, our earnings will increase 


` more people." 


COMPANIES 


E D hailand Ml “only”  English- language 
e UE daily, the Bangkok World, 
publication: at the end of Au- 


stig a fisiateial squeeze as 
prices soar. (Landed import 
ve risen from US$320 a tonne 





prices. 


ily Mirror and Siam Rath, whipht is af- 





aaie like Taiwan, Tapaa irt 


October 1986, a decree by Presi: | it would give the 


more time to reorgaiise for future ex- 


al, and reportedly significant 


ventures | 





finished. rattan was also raised from . A 


= The government's intention is clear | 
| — to force the development of a man- | sas 
- ufacturing industry to keep the value- 


home and boost employment. The same | 
methods were used to force the deve- | 


|. Producers and Exporters Association 
Tanamas. | 4o. PI 
"But if we succeed in developing this |. 5 


A00% and we will employ over 10 times 


50 iff the past two years, a rise of 
"more than do ible. the i increase i 


EM least two national Thai dailies ane i 
í opposition leader Samak Sundaravej's : 





seas stockpiling c of rattan was helpful as 
ndonesian industry 








pansion. ` 


That this will. require. considerable 
effort is clear from the fact that at least 


90% of all rattan exports up to October 


,1986 were of raw. rattan: Exports of fully 
finished rattan items have been negligi- 
ble: in 1985,296 of the total tonnage was 
finished rattan, but it accounted for 
‘| 11% of total earnings: "The rattan as- 


sociation has no figures yet on progress 
made since the ban. M 


.. However, since. the ban, investment - 
interest from ean 





Taiwan, Hong- 


INDONESIA'S RATTAN | 





i filiated with former prime minister and 
elder statesman Kukrit Pramoj — have 
recently raised their price from Baht 3- 
| (12 US cents) to Baht 5 a copy to offset. 

higher costs. Two other small news- 
papers are said to be facing mounting | 


debts. 
Although: most of the roughly 10 
Thai-language dailies have agreed in- 


formally to uniformly raise their prices, 
most are reluctant to do so in the face of - 
opposition from. the" mass-circulation 


Thai Rath. The largest and most in- 
fluential, Thai Rath’s estimated daily 


But is Indonesia réady to produie i in- 
ternational-standard rattan goods? “Of 
course we have to say ‘yes’,” said 
Tanamas. He also suggested that over- 



























ee be 200 rattan 


people and that there is thus a 


cipates M 
-processing firms a 
in Indonesia within two years, com- |. 
pared to 33 in December 1986. It cost® | 


| between US$600,000 and US$1 million 


to establish a plant. But local investors 


_ say they need foreign help in marketing, 


management skills and production 
techniques, more than in financing. - 

In addition to some 10 million ha of 
forest in which rattan — a form of vine 


 — grows wild, Indonesia also has the 


advantage of cheap and abundant 
labour. Labour costs are 1596 lower 
than those of Taiwan, for example. | 

Doubts about the ability or desire of 
local businessmen to leap into finished- 
rattan production are raised by the reac- 
tion to an argument against the new In- - 
donesian policies put forward by the 
EC. The community argued that rattan - 
industries have for long provided. sub- 
stantial employment to handicapped 
social 
reason why raw rattan should continue 
to be supplied. 

Some Indonesians in the industry say 
this is an argument that should be assessed 
and a fact-finding mission to Europe to 


Jp. do this was planned. However, the trip 


was indefinitely postponed in late July, 
dashing hopes that the EC's special role 


B asa final market for rattan goods could 


lead to concessions on the ban. Asked if 
the handicapped-industry argument 


might be a convenient way for suppliers 
and buyers to skirt the ban, HPRI mem- 


bers would not comment. 


> Anwar Nasir writes from Manila: The 


Philippine rattan industry, traditionally 
a lucrative source of foreign exchange 


. for the country, is severely threatened 


by a rapidly depleting supply of raw rat- 
tan. The Indonesian export ban and un- 
controlled harvesting of local rattan 


combined. circlatión of all the others. 


Against Thai Rath’s insistence in stick- 
ing to a Baht 3 cover price, others fear 


that a higher. cost might hurt their sales. 


| press run of 800,000 far exceeds the 


"A unit of publicly listed Post Publish- 
ing Co., which also publishes the profit- 


| able English-language morning daily - 


Bangkok Post, the evening tabloid's 
publication time should have given it an 
exclusive marketing edge in breaking 
overseas news and major domestic 
stories. But the company’s managing di- 
rector, lan Fawcett, told the REVIEW 





that attempts to boost. subscription and 


advertisergent, sales had failed. | " | 









of vi ich comprises 
can rely. ona plethora 
ai newspapers in the 
ell as the evening TV | 
of its advertisers also . | 
} ngkok Post, which 























"generation of the raw mati 
the Philippine rattan-furnitur 
onan unsure footing. — 
_ The Phili Am is the seco | 
fxporter of rattan furniti 
world, exporting to mark 
Japan, Canada, Austr: lia 
For the past 10 years, €: 
ine furniture have. 
ing at about 34% a yt 
niture accounting f 
growth. In 1985, total 
urniture reached US$ 
-demand has exce 
result that vast. 
have been cut ta 
donesian exp 





is of rattan 
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of tropical forests 
t demand. The In- 












mesia and processed 
ds for export. 
Kperts concede that the 











ite supply of palasan and other 
tniture-quality rattan, there is no cre- 


.| dible assessment as to how much rattan 


is left to be harvested in the Philippines, 
according to a source at the Asian Deve- 
lopment Bank (ADB). The ADB esti- 
mates remaining sources of rattan at 20 
billion m. But to arrive at a more accu- 
rate assessment Q 
the. ADB is due. to conduct a 
US$400,000 feasibility study of the in- 












. dustry, along with the Philippine Gov- - 


ernment, in October this year. ` 
There are efforts under way to en- 


courage investment in the growing of | 


rattan, but inadequate knowledge 


about cultivating rattan and the long 


gestation period before rattan can be 
harvested, has kept potential investors 
away. In an effort to change attitudes, 


the National Development Company 


Plantations (NDCP), a government or- 
ganisation, in 1983 started a P30 million 
(US$1.5 million) project on 5,000 ha in 
: Mindanao, designed to demonstrate 





-reaches a far wider audience with a cir- 
culation about 10 times that of the World. 
In a 30 July announcement on the 


| closure, the company said the World. 


- had lost money for several years, but the 
. problem was that, while revenues have 
remained at about the same level, costs 


.| continued to rise “to a point where they 


| can no longer be supported.” The move 


was contemplated for almost a year and . 


| finally decided by the board following 
- estimates that losses would run to Baht 


10 million this year, rising to Baht 12 | 


- million next year. 

© The company reported a Baht 47 
million after-tax profit last year, down 
from Baht 65.6 million in 1985, while as- 
| Sets rose marginally to Baht 164.8 mil- 


| lion over the same period. Although 
| Fawcett says the operating result this - 
year would be roughly the same, the - 


World's closure is likely to translate into 
savings in the long run. 





altan fur- 
of the 


nillion. But 
ded pply, with the 


n is also hurting the 
past raw rattan was. 


sin trouble due to an in- 


f remaining reserves, - 


Post Publishing itself has been i in the 


ttan, more particular y 
grown on a commercial scale. 


and prices, it says a P 10,00) per ha in- 
'vestment spread over eight years, can 
gross P84,000 from the 10th to 15th 


year. But due to rattan's long gestation | 
period of 10-12 years, returns over a 30- |- 


year period are only about 13%, since 


growers must allow a further 10-12 years 


for a second harvest to reach maturity. 


. . Carnecio Munoz, associate vice-pre- | 
sident of NDCP, reports a 7596 survival | 
rate for rattan on the plantation and ex- | 
pects it to increase to 90% as the com- | 
pany gains more experience and know- | 
ledge. However, the success of the |. 
NDCP experiment cannot be fully as- | 
sessed for about another decade, when | 
the first planting of rattan will be ready | 
for harvesting. It is too early yet to | 
judge the quality of the rattan, which | 
is being grown in the open, whereas | 
naturally grown rattan flourishes best | 


under a canopy of tropical trees. 


The shortage of rattan poles is also | 
affecting the quality and the look of | 


exported rattan furniture from the 


Philippines. Instead of using the high- 
quality palasan variety, which is said to - 
be the best rattan in the world and avail- - 
able only in the Philippines, furniture | 
manufacturers have resorted to using 


mixed species of lesser quality. 


from. P11 in 1983. to. mo ies 





news lately in the wake of substantial 


palasan, 





| The NDCP believes that a rattan- 

‘| plantation venture, if properly located, 
managed and financed, can generate at- 

| tractive profits. Based on constant costs 


The price of a palasan pole has | 
nearly tripled in less than five years, . 
than P30 | 
today. Being labour- and land-inten- | 
sive, but not capital-intensive, rattan is - 
an ideal source of foreign exchange for 
the Philippine Governmert. For this | | 
reason the governmentiskeentoseeex- | | 
ports of rattan furniture grow, but for this | | 
to happen it must be successful in persuad- | | 
ind the private sector to invest. ü:: 
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The travellers’ choice in Te 
pei. Where the worlds o 
Oriental- hospitality «and 
Western convenience blend 
to create v a the im 
perial Hotel. 











share transactions. Three of its original | |] - 


four major shareholders have sold off 
large parts of their stakes at premium | 
prices. A Hongkong-based investment | 
company, Bermuda Trust, subsequently | 
emerged as the largest shareholder with | 
an estimated 14.2%. The management | 
claims the World’s closure is not con- 


nected with the share sales. 


Against promises of no redundancies | 


in the production department, the com- 


pany has offered a generous package of | 


compensation for those editorial staff 
who wish to go on voluntary early retire- 
ment. At least half of the 26-man World 
editorial staff will be transferred to the 
Post, or participate in new projects. The 


company’s labour union, whose mem- | 
bership comprises about half of the total 


700 employees, initially opposed any 


lay-offs, but later decided to withhold | 


any action until 7 August, the deadline 















for the Solutitary gady. retirement. Bil 





























































IMPERIAL HOTE 


TAIPEI TAIWAN: 


600 Lin Shen North Road, Taipei; 
Taiwan; R.O.C, 
Tel: 596-5111, 596-3333 
Cable: "IMPTEL" Taipet 
Telex: T1382, 11730 IMPTEL 
3 Fax: (02) 592 


























as 























A ‘hile China i is going through a self- 
WW examination of its economic-re- 
rm programme, neighbouring India is 
taking a. controversial liberalisa- 
| of its economy. Can these two 
its learn anything from each other? 
pite their very different political sys- 
s, L believe they can usefully share 
experiences, partly because they 
in many respects: size, consi- 
ndowments of natural re- 
i large and cheap labour force 
‘history of planned development 
yack to the early 1950s. 
ent. publication of the Indian 
or Research on International 
omic Relations (ICRIER), India’s 
ports: the Challenge from China, at- 
empted. to show how the post-1978 
rade boom in China has dealt a serious 
"blow to India's exports. In 1970, both 
countries” exports were about US$2 bil- 
Aion each. By the late 1970s, the picture 
had changed radically. In 1978, È 
exports were US$10.2 billion, rising to 
US$26.2 billion by 1985. India’s export 
: berlorinance after 1978 (coinciding with 
China's. boom) has been dismal. By 
- 1985-86, its exports were only US$9.2 
billion. 
« A comparative evaluation of both 
countries’ exports of specific products 
— hand tools, industrial fasteners, cot- 
ton garments and fabrics, leather foot- 
"wear, handknotted carpets, and handi- 
crafts — shows that between 1979-84, 
. China outperformed India in all these 
products (and in most others). This was 
true both in terms of total exports and 












even though China's largest markets are 
ipan and Hongkong (taking 4776 of its 
exports), whereas for India they are the 
-and Soviet Union (accounting for 
% of exports). 

- Indications are that export competi- 
tion is likely to intensify. Moreover, it 
ems that there will be growing con- 
flicts in terms of the range of products 
exported (which could include cotton 
yarn, bicycles, rice, marine products 
and a whole range of light industrial 





Chi success has been achieved in 
ace of a more difficult trading envi- 
nent, particularly for textiles. It is 
member of. Gatt, nor of the 





nces (though it has applied to join), 
nd does not therefore enjoy tariff ad- 
vantages and other concessions given to 
s eloping countries. Also, it has much 
zat stak : ndiai in textiles and 





hina's | 


for most individual markets. This was so | 


eralised System of Trade Prefer- 


| Inc ia S problems 


Thus, India has much to learn from- 


China. Chinese industries have had 
greater access to raw materials needed 
for export production, partly due to 
policies which were more liberal in al- 
lowing use of imported inputs if export 
production so demanded. _ 

In the case of handicrafts and. hand- 
knotted carpets, China's more cen- 
tralised system of production and distri- 
bution has helped in quality control, a 
problem which still plagues Indian ex- 
ports. 

China has also exploited its geog- 
raphic location very successfully, as wit- 
nessed by its increasing trade with the 
Pacific Basin countries, and the reduced 
importance of Europe in its trade basket 





China exports: Gattscrutiny. 


(though it still captured an increasing 
share of the European market). 

[n textile products, China has sensi- 
bly diversified both its products and 


markets; India has suffered from over- 


reliance on the protected markets of the 
EC and US, and from focusing its ex- 


port efforts on a few types of women's. 


garments. 

China is not the only cause of India’s 
export problems (though China's recent 
success has brought India's in- 
adequacies to the fore). The newly in- 
dustrialising countries of East and 
Southeast Asia are also important com- 
petitors. But given the far greater level 
of development of South Korea, 
Taiwan, Hongkong and Singapore, and 















Sanjay Kathuria is a fellow at the in- 
dian Council for Research on Inter- 
national Economic Fetations in 
New Delhi. | 









the similarities in terms of resource en- 
 dowments and development standards 
of China and India, China may well turn 





out to be the most important long-run 
competitor for India. 
Of course, China has its fair share of 


probiems. Like India, its exports are 
| often of dubious quality. Late delivery 


has been another sore point with im- 
porters. But its advantage over India in 
this respect has been the relative cen- 


tralisation of export effort. The power 


of central authority has been used to- 
separate the inefficient domestic sector 
from the export sector, to fix very low 
prices for exports and to dictate export 
targets. The Indian producer, free to 
sell where he pleases, more often than 
not chooses to cater to the large and 
relatively undemanding home market. 

If decentralisation is allowed to pro- 
ceed, China could find itself in a similar 
position to India. With a huge (and 
much more than India, a very fast-grow- 
ing) domestic market, Chinese manu- 
facturers may also be increasingly tempt- 
ed to sell more on the home front. 

And if decentralisation is accom- 
panied by price reforms (as it should 
be), it could also affect China's ability to 


€ Indications are that export 
competition is likely to 
intensify . . . [and] it seems 


that there will be growing 
conflicts in . . . the rang gg of 
products exported. 





keep export prices artificially low — 
hence affecting exports. Moreover, if 
and when China does become a Gatt 
member, its export pricing will come 
under very close scrutiny and it will 
come under pressure to set prices closer 
to real costs. 

In the final analysis, developments in 
the external sector cannot be divorced 
from domestic reforms. Deng Xiao- 


| ping's reforms, should they continue, 


will eventually bring the Chinese econ- 
omy closer to that of India, especially in 
the pattern of decision-making. The key 
to successful reforms may lie in manage- 
ment skill and individual decision-mak- 
ing ability, factors that China is not well 
endowed with. 

India, on the other hand, has an ex- 
tremely competent and large pool of 
managerial and technical manpower. It 
should be a sobering thought for China 
— as and when it moves «closer to 
"capitalist" decision-making — that 
India has not been able to achieve the 
very high grow! hand development rates 
that Chinaisaspiringto. — — 
1a might. do. well to study and 
analyse the behaviour of India's export- 
ers and of its pattern : and oo of deci- 
sion-making. - | gp 
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“Yve got a terrific ball! When dad told me it was made 
of plastic I didn't believe him. I heven’t missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth ! All my friends are jealous. I really 
think that the people who made it are clever 

That's true : the innovators of to-day are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of to-day's high technology. 

Atochem has laboratories, research centres and 


production sites which by workinz in close collaboration ATOCHEM 

with each other ensure successful products for the at gue oh 201408 

innovators. ae. Telex : 39 712 HKATO HX 
Atochem: The way forward for innovators. Melbourne 


Tél. : 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel. : (65) 225.03.88 

Télex: 34502 ATOSEA RS 
Tokyo 

Tél.: 81 (3) 234.74.41 

Télex: 2325419 ATOCHM J 


ATOCHEM 
eee TG) 


Head office 

4. cours Michelet 

La Défense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tal. (1) 49.00 80.80 - Télex -ATO 611922 F 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 

- 35 productions plants in 97 countries on 5 continents. 
France and the world - Turnover: FF 20 billions. 


- 4 research and - Main activity sectors: 
development centres Basic chemicals, 

- | technical centre Fine anc speciality 
(engineering) chemicals, Plastic materials. 


ATOCHEM: 
CHEMISTRY FOR THE INNOVATORS. 
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| Air flies the world to Seoul. 
one of the world's large 
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When everything is just as it should 
be, a hotel is much more than a place to 
stay. It isa place with a pleasant natural 
setting, an array of finely appointed 
facilities, and a devoted staff. If a hotel 
has all these, it can be a work of art. And 
its staff is a team of artists that make it 
shine. 

There are a few hotels like this in 
Korea, and the latest to attract atten- 
tion is the new Paradise Beach in the 
southern port city of Pusan. It's setting 


EN 


PARADISE BEAC H 


H O 
PUSAN KOREA. 





& Osaka (0 X9-2'': Fukuoka 05 Hong Kong *»; 
* 


j^ Taipe 


is a seaside hotspring resort. It's facili- 
ties include extra-spacious rooms. 
the town's only Vegas-style casino, 
8 spots for wining and dining, plus 
plenty of choices for e ntertainment and 
recreation. 

And to make it all shine, the hotel has 
a devoted staff of 800 people who spe- 
cialize in the fine points of service and 
hospitality. They're the artists who 


make the Paradise Beach a true work of 


art for enjoyment any time! 




















































Business 
Travels : 


With The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you’d like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 


FarEastern Economic 


Unparalleled influence in Asia. 

























and second- -largest 
firm, the Scindia Steam Navi- 
o. of Bombay, has been emit- 
ancial distress signals for years. 
o great surprise, therefore, when 
ipany finally collapsed in mid-year, 
.end came far more suddenly 
amatically than most people ex- 











nd themselves stranded all 


sion themselves or pay 
ges. One crew even mutinied, 
an officer and wounding two 


. company, Scindia’s septuagenarian 
matriarch, Sumati Morarjee, flew to 
London two months ago in search of 
funds. She is now being offered assist- 
ance by a British-based Non-Resident 
Indian (NRI), Zahid Vohra. His First 
Consolidated Lines (FCI) is. pre- - 
pared to take a’ Rs 110 million - 
(US$8.4 million) stake in Scindia, 
which will give it a holding close to 
the maximum of 40% allowable 

under Indian exchange  con- 
trols. 3 
Unless Scindia grasps this- 
lifeline, its demise seems certain, 
and this, in turn, could have reper- 

¿F cussions on the whole shipping sec- 

tor. A.score of smaller shipping 
companies face critical financial 

problems . comparable. to those of 
| Scindia. Together, they owe nearly 

Rs $8 billion. to- the 

Shipping | Credit: anc 

Corp. (SCIC). 


'overnment's 
Investment | 


Over the years, Indian shipping com- 


.| panies have become hooked on soft 
^| credit that is made available for the 


t : "mandatory purchase of outmoded and _ 
¿| over-priced tonnage from Indian ship- 


ai Iu They now find themselves over- 


urdened by debt and and landed with | 





- | obsolete fleets, ill-e juippe 
| the fontaine worl -wide shipping re- 
| | cession. 

| The government helped bring mat- 
| tersto a head for Scindia by calling in its 
Rs 1.25 billion worth of loans to the 

. company almost as soon as Morarjee re- 

-| turned to Bombay in late July. The NRI 
| bail-out offer would seem to be the only 
^4 way even part of these debts can be re- 
| paid. India's few healthy private-sector 

| shipping companies, such as Essar and 





.| proached by SCIC about taking over 

fe Scindia, but made it abundantly clear 
they were not interested. 

Neither does the state-run Shipping 


Corp. of India bcn wantto take on the 


of Scindia’s 23- vessel | 


orld, without even the. 


In a bid to bail out her foundering . 








| tO survive i 


jreat Eastern, were long ago ap- | 





company, despite demands by Scindia's 


| unions that it be nationalised. SCI was 
: saddled last year with the moncy-losing - 
-Moghul Lines’ passenger service, which 
is now draining SCT's large profits from 
Indian container- "service | 


its virtual 
monopoly. 


Managers, such as SCI liner-division Lb 
head R. D. Kohli; dread the prospect of. 
the company being weighed down by 
| obsolete. tonnage and bloated payrolls |- 
from scuttled private shipping firms. It- 
would be preferable, he says, for pri- | 
vate-sector shipping in India to simply |. 
wither away. Government liquidators, 


he suggests, should sell off the fleets, 


leaving SCI with whatever is left | 
after paying employees and trade cre- | 


ditors. 


Scindia's would-be rescuers argue | 
| that the government should consider aj 


write-down of the company's debt to 


give it a new lease on life. Vohra urged 


ships which would be realised . . . on the 


. foreclosure of the Rahs e less a 
maritime liens.” 





‘estimated. ‘so. SCIC should write off b ilu ir ji 
| there is a crucial difference cic 


Rs 850 million worth of debt. 


: W. ith the debt written down, (lies gov- 


ernment might be prepared to take a 


-more flexible view on the disposal of the 
‘vessels used to collateralise the loans. 


Vohra hopes to sell off eight of Scindia's 
vessels, leaving the company with a 
leaner 15-vessel fleet. To reap full ad- 


vantage of this streamlining, some per- 
sonnel reductions are also inevitable: 


the current crew complement is hardly 
changed from the days when Scindia 
was running 55 ships, though the fleet 
size is now less than’ half that and still 
shrinking. | 

Given a free ‘hand, Vohra predicted 
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REVIEWTABLE by Andy Tes 


I boardroom. representatives of govern : 
the government to “reassess the debts. 


on the basis of the present value of the | chairman: of SCIC's 










surplus of Rs 120 
over. the: next 10 
days of pouring ov 
he claimed. to. h 
of room. forco: 
like stevadoring. 




































forwarding, shiph: 
? pairs. 
|. The fundament il 


ness were not bad, t 
company well-positi 
| for break-bulk carg 
of twin-deck ships. Sc 
| be able to turn a pro 
with a more a 
network. Help. 












has 11 years’ expe 
Spread trade contact 
India, Vohra added. . 
First Consolidated is prep. 
provide Rs 10 million imme 
rescue funds. A Scindia-appointed 
don solicitor has obtained assuran 
from National Westminster Bank t 
Vohra is good for the rest of the Pro 
| ised funds. 
But. despite Scindia' s desper 
; straits, the company's board was unde 
tol cided about. Vohra's offer at 
_ stormy meeting on 29 July. Past ai 
| tempts by Indian business groupst 
dilute the firm's equity were fended 
. Offby Morarjee and h rentrenched 
| re ep id 



































































a manager, S. I. Bijwadia, 
“took the helm at the last annual 
meeting in December and prom- 
ised drastic reform. However, Scin- 
_dia’s worsening condition pre- 
‘vented him from even making — 
¿much less implementing — specifi 
Plage 

The crucial votes on Vohra’ 
rescue. proposal will be cast by the 































ment financial institutions. N. Vaghul 
parent agency 
publicly suggested a scheme not lon 
ago to defer shipping companies' re 
-payments of the difference betwee: 















deferring, and forgiving, loans. Fin: 
cial institutions are not enthusi 
about a reported proposal to write 
Scindia’s accumulated losses of Rs 650 
million. 


Other parties to the shipping-sector 
“imbroglio are also making their views. 
own. Talk of retrenchment has raise: 
union hackles, and shipbuilders wond 
how they will fit into fleet-moderni: 
tion plans. Lobbying pressure isi Ou. 
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‘By Neil W. Davis in Tokyo. 
Japan's infant space 
industry is emerging 
rapidly from 


BE minant partner, the 
BE US. Since the launch 
| of its first satellite on 

11 February 1970, 
aboard a rocket based on US know- 
how, Japan has moved steadily towards 
its goal of eventual autonomy in key 
-areas of space technology. Last year's 


served to reinforce that aim. > | 
| But with Japan's sights set firmly on 
- self-reliance, several former US 
partners in space technology ventures 
. have found themselves left out in the 
cold. One of the latest casualties is 
Aerojet General, which licensed the de- 
sign of the second-stage engine of the 
. Nissan-built launch vehicle that, until 


Another with little to do these days is 
TRW, which participated with Japanese 
companies in production of a rocket- 
guidance system. 
.» Evencompanies such as McDonnell- 
provided the foundations of Japan's 
space programme, now know their days 
of direct involvement are numbered. 
According to James Burton, president 
of McDonnell-Douglas Japge "Sapan- 
ese aerospace technology ts[world lass 
and there is no reason why they cannot 
proceed on their own." LM 
Japan's space industry gives every in- 





“Challenger shuttle disaster which crip- 
pled the US space programme only 


recently, was Japan's biggest rocket. 


Douglas and Rocketdyne, which once 


Japan's profits motive 
blasts into orbit 


shadow of its long-do- 
 Q Final stage motor 


sony me simam Mer oe move ote eani iE etri aaa tr 






NASDA AND ISAS 
LAUNCH VEHICLES 


© Strap-on booster 


(77) ard stage 


Sources ISAB, NASBA. 


BEVIEWDIAGRAM by Andy Tang 


dication of doing just that. Under the 
leadership of the National Space Deve- 
lopment Agency (NASDA), the quasi- 
government body which promotes re- 
search and development efforts, it has 
sies a basically pragmatic and pro- 
it-oriented strategy. 

Unlike their US counterparts, Ja- 
panese aerospace firms do not reap the 
benefits of billion-dollar defence con- | 
tracts. In fact, they obtain less than a | 





30th of the government funding US 
groups receive, while NASDA's budget 
at US$800 million is just a tenth that of 
the National Aeronautics and Space 
Administration (NASA). As a result 
the main thrust of Japan's efforts has 
been aimed at the commercialisation of 
space — at making space pay. 

Its strategy, therefore, 
gives priority to ensuring ac- 
cess to an independent 
launch system, AMARI 
communications-satellite 
technology, and participat- 
ing in the US-led space sta- 
tion effort. Such a course 
should enable Tokyo to 
‘make rapid advances in 
areas likely to generate pro- 
fits — telecommunications 
services, including the direct 
broadcasting of high-defini- 
tion TV signals, remote sens- 
ing of minerals, and the pro- 
cessing of integrated cir- 
cuits and other materials on 
board the space station. 
The latest figures from 
the Society of Japanese 
Aerospace Companies show 
that space-related produc- 
tion is already worth some 
¥180 billion (US$1.22 bil- 
lion). 

Japanese scientists start- 
ed developing small roc- 
kets in 1955 when restrictions, im- 
pee after World War II, on Japan 
uilding its own aircraft, and roc- 
kets were lifted. Unlike other nations’ | 
space programmes, which mostly grew 
out of rocketry developed for military 
purposes, Japan’s journey into space 
was aimed at furthering scientific re- 
search. 

The Institute of Space and Aero- 
nautical. Science (SAS) was re- 
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sponsible for launching Japan's first 
satellite aboard a Lambda 4$-5 rocket, 
to make Japan the world's fourth space 
nation (after the Soviet Union, the US 
and France). Since then, ISAS has sent 
a wide array of scientific satellites 
into orbit at the rate of about one a 
year. 

NASDA, whose activities now dwarf 
those of ISAS, was not created until 
1969 when it was given the responsibil- 
ity of promoting Japanese projects for 
the peaceful exploitation of space. 

Its major task has been the gradual 
development of a series of launch vehi- 
cles, all of which so far have incorpo- 
rated US technology. But in 1992, it 
should achieve a major breakthrough 
with the maiden flight of the H-II roc- 
ket, the first to consist of entirely Japan- 
ese components. 

The H-II, which is capable of launch- 
ing a two-tonne satellite into geostation- 
ary orbit — where satellites appear to 
hover 36,000 km above the equator — 
will enable Japan to compete in the in- 
ternational market for commercial 
satellite launching. 

Today, NASDA remains reliant 
upon US technology for some systems 
of its contemporary launch vehicle, the 
H-I — which is capable of boosting a 
550-kg payload to geostationary orbit. 
The H-II, however, has a large nose 
cone, with external measurements of 
. Amin diameter by 12 m, which will also 
permit it to launch a pair of one-tonne 
satellites. This is quite roomy compared 
to the H-I's 2.4 m diameter nose cone. 

As NASDA's third major launch 
vehicle, the H-I follows the N-I and N- 
II. All three of these vehicles are based 
on the McDonnell Douglas Delta vehi- 
cle, under terms of a 1969 bilateral 
space agreement. Prime contractor of 
all major NASDA vehicles is Mitsubishi 
Heavy Industries. 











The development of the H-II illus- 
trates Japan's slow-but-steady approach 
to building larger space systems. The Ja- 
panese are happy to play the role of risk 
reducers rather than pioneers. 

In keeping with Japan's policy of 
making incremental advances upon 
proven technology, the H-H will feature 
a conservative design. 


|" engineering, simplicity of design 
generally means there are fewer pos- 
sibilities for failure. This is what 
NASDA wants. To achieve a competi- 
tive configuration, NASDA is borrow- 
ing a slightly upgraded version of the 
second-stage engine from its H-I vehicle 
for use in the H-II, while also using it as 
the basis of developing the H-II’s much 
larger LE-7 first-stage engine. Building 
the LE-7 is the largest single part of the 
H-II development programme. 

Two large solid-rocket boosters at- 
tached to the first stage will add thrust to 
the H-H core vehicle. These boosters, 
designed by Nissan Motor, will separate 
and fall into the ocean after burning for 
slightly over a minute and a half. In a 
Dic mission, the LE-7 engine will 
"burn" for 5 minutes and 16 seconds, 
taking the vehicle to an altitude of about 
660 km. When the second-stage LE-5 
engine takes over, the vehicle will be 
travelling at a speed of over 5 km a sec- 
ond. NASDA officials have already 
begun studies on the possibility of add- 
ing more solid-rocket boosters to the 
core vehicle, to enable it to lift much 
more than a two-tonne payload to geo- 
stationary orbit. 

The first-stage engine of today's H-I 
is based on a licence from the US com- 





Grasping the mysteries: page 94 
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be used for an aero-space plane. Pre- 
liminary research on aero-space plane 





pany, Rocketdyne. Licensing of the. 
first-stage engine of the N-series and H-. 
I by Mitsubishi permitted the company: 
to concentrate on developing a reliable. 
design for the H-I’s second-stage LE-5. 
cryogenic engine, which uses liquid hy- 
drogen and liquid oxygen. Researchers 
at the National Aerospace Laboratory 
also assisted NASDA in the develop- 
ment of LE-5 turbo-pumps, produced 
by Ishikawajima-Harima Heavy Indus- _ 
tries. eu 

Planning is already under way for © 
the H-IP’s launch site at NASDA’s - 
Tanegashima Space Centre. Kawasaki 
Heavy Industries is doing much of the. . 
design and production work for the new | 
launch facilities. | ux 

Like their larger US counterparts, : 
Japan's aircraft and space firms are 
doing feasibility-study research workon | 
aero-space plane technology. (In the 
US the National Aero-Space Plane — 
NASP — has already been given. thë- 
code-name “X-30,” and President 
Reagan has discussed. a so-called 
"Orient Express” version of the general- 
idea.) One concept of such a space- 
plane would serve as a post-shuttle sys- 
tem of satellite-launching and another 
concept would transport passengers 
from the US to Far East destinations in 
two hours or so. 

Always maintaining a close watch on - 
US research trends, Mitsubishi Heavy - 
Industries has commenced studies on an 
air-liquefied rocket-engine that might. 







































technologies and aerodynamics are 
under way at the National Aerospace 
Laboratory and the Ministry'of Interna- : 
tional e and Industry (Miti) is con- - 
cti ¥ feasibility studies. i 

The Japgnese do not intend to deve- 
lop an aerc-space plane by themselves, 
as it is simply too expensive, at a mini- 




















































ré doing the necessary research an 


re positioning themselves to obtain an 
nvitation to participate with Western 
‘companies, as they do not want to lose- 
jut entirely. Additionally, some pre- 
iminary aerodynamic studies have been 
onducted at the National Aerospace 

iboratory on a proposed design of a 

Hl two-man shuttle that might be 





d “Hope” mini-shuttle (H-I or- 





ion to develop. =. | 
While the “Hope” mini-shuttle 
would 

onauts in orbit at an early date (mid 
or late 1990s) courtesy of the H-H 
launch vehicle, the space-plane would 
cbe much more expensive and would 
take at least another 10 years to build. 
^ > Another potential large-scale pro- 
| ject for the Japanese to consider is the 
|. concept of their own space station, inde- 
| pendent of their work on the US-led sta- 


Unlike their counter- 
| parts in the US, space 
VM scientists of Japan are 
TAE relatively free to do as 
M they please with their 
| budget. Professors of 
the [nstitute of Space 
mu and X —Astronautical 
nce (ISAS T rsen a protected an- 
nual budget and they even have exclu- 
sive use of a launch vehicle designed in- 
house. All of this enables them to meet 
their own requirements, not the needs 
ofengineersin NASDA. ~ 
`- In contrast, US space scientists con- 
stantly see their priorities relegated to 
the back burner by officials in NASA 
and the Pentagon. For example, ISAS 
sientists were able to plan well in ad- 
vance to meet Halley's Comet last year 
h two probes, while their US coun- 
ts could not obtain funding to 
ci -a single spacecraft specifi- 
lyforthigpurpose. — 
© TSAS, supervised by the Ministry of 
Education, Science and Cultyfe, | 
- sponsible for launching Jppan’s Mir 
satellite into orbit in Febquary 1970. 
Four failures preceded the" successful 
yunch of the tiny Ohsumi probe. 






tion. Such a 
: ! ' a would cost US 
development so as to obtain a cost-shar- 
ing invitation to join à US-led develop- 
ment project. Wishing to avoid taking | 
all the risks themselves, the Japanese - 


| of Finance. 


iat such a space-plane and the - 


ne) would cost around US$14. 


permit the Japanese to put their - 








on. Su 


posals, this one is only a dréam without 
the budgetary approval of the Ministry 
In late July a panel 
under the Space Activities Commission 
recommended that Japan select as many 
as 20 astronaut candidates to undergo 
training for their JEM module (part of 
the US-led space station). These 20 and 
the three already in training will form 


! the senior core of astronauts that might 


also occupy a Japanese space station. 


Th key policymaker behind the 
. quasi-governmental NASDA is the 
Science and Technology | Agency 
(STA). The agency has the task of pro- 
moting applied development of space, 
nuclear energy, deep-sea exploratory 
equipment, and other large-scale 
technologies. NASDA implements the 


policies made by STA and the Space 


Activities Commission. 

Steady development of satellite tech- 
nology is a key mission for NASDA en- 
gineers. Satellite sizes are matched to 
the vehicles that are used to launch 
them. As the N-series and H-I launchers 
are all modest in capabilities, Japanese 
satellites have been small compared to 
US and European designs. 

The next major “regular-use” satel- 


Nevertheless, ISAS just barely man- 
aged to beat China into orbit. For a 
period of five years, until 1975, ISAS 
had the only means to put Japanese 
satellites into orbit, before NASDA was 


' able to launch a test satellite with a roc- 


ket based on US design. 

Seventeen satellites have been 
launched by ISAS, including its most re- 
cent one — Astro-C, nicknamed Ginga 
(meaning galaxy), which reached orbit 
on 5 February. Scientists at ISAS are in- 
terested in studying. X-ray sources 
throughout the universe with the new 
satellite, and they were rapidly pre- 
sented with a magnificent opportunity 
to do just that with their latest satellite. 
At the end of February the brightest 
supernova (the massive explosion of a 
dying star) for nearly 400 years was de- 
tected 170,000 light years from earth. 


| Scientists immediately ordered the 
satellite to lock on to the supernova to 


study X-rays being emitted by the gases 
blown away from the star in the explo- 
sion. Pav 

At 420 kg., Astro-C is a modest- 
sized craft, yet it is the largest launched 
thus far by ISAS. Among the equip- 


ment carried by the satellite is an X-ray | 





satellites now in 


| Nippon  Telegrap 
Corp. (NTT) is the main user of the CS- 


raft (C: and CS-3b), both of | - 
hich will go aloft next year. These will |. 
replace the 350-kg CS-2a and CS-2b |. 
eo orbit | 
and Telephone 


acecr 


series. These small-scale satellites will. | : 
encounter competition from two pairs. |< 
of larger US-built satellites to be operat- |: 
ed by new common-carriers headed by 
major Japanese trading firms. NTT is 
even expected to lease some transpon- . 
ders of “competing” satellites, to sup- | 
plement the modest capacity of the CS-3 7 
series. | 

C. Itoh & Co. has teamed-up with 
Mitsui & Co. and Hughes Communica- 
tions to establish Japan Communication |. 
Satellite Co. (JC-Sat), while Mitsubishi _ 
Corp. and Mitsubishi Electric form the 
core of Satellite Communication Corp. 
Hughes Aircraft is building two spin- 
stabilised HS-393 satellites for JC-Sat's 
network, while Ford Aerospace is fab- 
ricating a pair of "three-axis control" 
satellites for the Mitsubishi group. 
Liberalisation of the nation's telecom- 
munications business, beginning two 
years ago, permits Japanese groups to 
purchase foreign satellites. Before 
1985, this was prohibited, to protect in- 
digenous technology. 

The two Mitsubishi group satellites, 
nicknamed the “Superbird” series, and 


sensor developed in collaboration with 
the British. In addition to studying 
supernovas, astro-physicists are also 
eager to use Astro-C to learn more 
about other X-ray emitting objects such 
as neutron stars (extremely dense rotat- 
ing-stars that emit tremendous energy) 
and quasars  (quasi-stellar radio 
sources), which some scientists believe 
may be the precursors of galaxies. They 
will also look for X-rays that serve as 
“tombstone-inscriptions” for matter 
falling into black holes —- the densest 
objects believed to exist in the universe. 

The Astro-C launch follows two Hal- 
ley’s Comet spacecraft which were the 
first Japanese probes to be sent beyond 
the confines of Earth-centred orbits. 
These probes were used to observe the 
speeding apparition at the beginning of 
last year. The cylindrical Sakigake 
(pioneer) and Suiset (comet) probes are 
each about 140 kg. | 


Sis was the first of a comet- 
Zexploring armada of European, 
Soviet, and Japanese satellites to send 
back information. Using ,its instru- - 
ments, including an ultraviolet camera, | 
ISAS professors were able to observe a _ 
2.2 day oscillation in the strength of the 
spectral line around the comet's nucleus 
— indicating the period of rotation. 
, Sakigake monitored the 
solar wind downstream of the comet. 
Sakigake was positioned much furthe 


















ge JC-Sat spacecraft are 


i cecraft are sche: | 
be boosted into orbit by European 





Ariane vehicles from February to June 
of 1989, according to Jean-Louis 
Claudon, director of the Arianespace 
‘Office in Tokyo. The second satellite of 
the JC-Sat group might be launched by a 
US vehicle, but uncertainty abounds in 


the international la ng market. 
ial e satellites are 









These commercial- 





A s fifth space- 
Test Satellite 





craft, built by Mi tsubi Electric, will be 





used to conduct. mobile-communica- 
tions tests with ships and a cargo-plane. 
Next on the ETS-series schedule is 
ETS-VI, which will be Japan’s initial 
two-tonne satellite. It will be boosted by 
the first full-scale H-II vehicle in 1992. 
Both NEC Corp. and Mitsubishi 
Electric have ambitions to eventual- 
ly sell satellites to overseas custom- 
ers, but appreciation of the yen will 
make this a difficult proposition. The 
two companies have learned to make 
rofits from space businesses. They 
ave each built dozens of major 
ground stations for the 110-plus 
member nations of the International 
Telecommunications Satellite Organi- 





away from the comet than Suisei, which 


approached as close as 1 million kms. In |E 


contrast, Europe's Giotto probe ven- 


sation and they sell components to US | terf 
| partners. | 


However, Miti not content with the 


domestic industry's role as a ground-sta- | 
tion and components supper to global 


markets, wants to expand Japan's 
space-related business. Until recently 
Miti played only a minor role in space 


development. The ministry long ago 
carved out a niche in cultivating aircraft 


know-how, so its present encroachment 
into the realm of space may appear to be 
a logical extension. That is, except for 
the previous staking-out of this jurisdic- 
tion by the comparatively weak STA. 

As a preliminary step, Miti estab- 
lished its Space Industry Office in 1979, 
a full 15 years after STA organised the 
predecessor of NASDA. Miti’s small in- 
dustry-promotion office is sponsoring 
equipment to be carried by the Earth 
Resources Satellite-1 (ER5-1), that is 
scheduled for a 1991 launch date and 
will be used to hunt for Asia-Pacific re- 
sources from its sun-synchronous orbi- 
tal position approximately 570 km in al- 
titude. | 

Miti's most recent foray into space is 
its partnership with ISAS in de- 
veloping a "free-flier" spacecraft to 
carry commercial and 


payloads and which could be used in 
conjunction with a space station. 

It will “fly free” of the station to 
avoid vibrations caused by astronauts 
constantly bumping into its walls that in- 


tured within a few hundred kms. of the |e 


comet’s nucleus. 

-Data were sent from the two ISAS 
probes to a newly completed 64-m 
diameter dish antenna in a “radio-quiet 
valley” at Usuda, Nagano Prefecture, 
that is equally as large as any used by the 
major US deep-space network stations. 
Having built the station, ISAS will ask 
for more money to design other deep- 

|. Space missions, and most probably it 
will receive some new funding commit- 
ments from the Ministry of Finance. 
The immense Usuda station was put to- 
gether by Mitsubishi Electric, while 
|| NEC Corp. and Fujitsu served as princi- 
.| -pal subcontractors. . | 
E Engineers. at a Yokohama plant of 
| NEC Corp. help on the production side 
of all ISAS satellites. Other Tokyo- 


based electronic firms regularly pro- | | 


duce ISAS satellite equipment. 

The independence of ISAS is 
guaranteed to a large extent as long as it 
continues 40 use the inexpensive Mu- 
series of solid-fuel rockets built by Nis- 
| san Motor. The latest version of the 
j series, the MU-3S.II is still a relatively 
small-scale booster. Mu-series boosters 
| are launched from the. Kagoshima 
Space Centre, operated by ISAS for its 
exclusiveuse. = = ` 

But the Mu-seric 













S cannot forever be 















It would probably make 
more sense to eventually switch all 
launching duties to. NASDA's larger 


facilities at the Tanegashima Space 


Centre. This would permit ISAS to 
focus on actual science-oriented mis- 
sions as well as analysis of research find- 
ings. Not all of the staff members of 
ISAS are scientists. Some are engineers 
who might feel more comfortabl 

switching hats to the applications side of 








built by NEC Corp. and Mitsubi 
| Electric. s E 


scientific | 


NASDA or the National Aerospace 
Laboratory. í 


participate in a project to put one Ja- 


name to Global Geospace Science Mis. 


Agency to participate. 


Off their "space-engineering satelli 


‘sive JFurOWean scientific satellites have 














































iments. The free-flier is 


boosted by the H-H. It 


Also under Miti's wide-ranging u 
brella is the Space Development Cor 
a research consortium established 
May by several companies. The con 
tium receives a majority of its fundi 
through the Japan Key Technolog 
Centre (nicknamed Japan Key-TEC 
Led by IHI, the consortium seeks to 
tivate new insights about material pi 
cessing through use of German *D 
and "D3" space-shuttle/spacelab. m 





sions in the early 1990s. P 
To cultivate commercial uses o 
space, a non-profit foundation cal 
ed the Japan Space Utilisation P 
motion Centre was set up last ye 
It is supported by space-related co 
panies and is affiliated with Miti an 
STA. , | 
While Miti is exploiting corporate in 
terest in such topics as material process 
ing, pharmaceutical production, an 
other exotic microgravity enterprises 
STA’s interests revolve around the H-I 
and the space-station programme. Miti 
is intent upon positioning itself as a user. 
of these "transportation and housing" 
tools and as long as STA remains a mere 
toolmaker and carpenter, it will be 
hard-pressed to check the.expansion of 
Miti's space policy role. u 


For the past five years, several mem- 
TS of ISAS have actively planned to- 
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panese and three US satellites in space 
to monitor the interaction of various 
types of particles. Formerly called the 
OPEN project, the US has changed the 


sion and invited the European Space 


Scientists and engineers.at ISAS ar 
now working on their Muses-A satell 
for launch in about three years to kick 
project." Muses-A will swing b 

Moon twice, in an experiment that is d 
signed to provide domestic know-ho 
for putting spacecraft in orbit arour 
sending a space probe to study Ven 
during the 1990s... Mi » 

While ISAS is still eager to colla 


rate with other nations, the instit 
realises. that anything can happen ifi 
Washington. The Geospace probe, to 
be designed. and operated by ISAS, will 
probably require a shuttle launch, 

further source of possiblg complica 
i cil aware that a few very expe 





beefi delay¢d indefinitely, as they await — 
repair of te shuttle fleet, the Japanese 
want to avoid similar problems. | 
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irgain-price 


| Bis the 1970s, Japan 
missed a possible op- 


Æ pate in the US space- 
shuttle programme. 
Before the Chal- 
nger accident last 
dee? many de eie: 



































hts set on athe mid: 1990s, the wn 
e are not hesitating to sign on as 
ners in.a leading programme: the in- 
rational manned space station 
ded by NASA. One of the most at- 
ractive features of the invitation is that 
: the price is right. 
Involvement in the space station will 
give Japan access to the station at a bar- 
gain-basement price of approximately 
US$1.8 billion in start-up costs. 
.. Motivations for joining the program- 
.me include obtaining experience in de- 
veloping and utilising a small corps of 
astronauts, promotion of commercial 
space activities and boosting the capabi- 
ities of the nation's aerospace contrac- 
«tors. Moreover, the Japanese want to 
closely watch US and European space 
efforts. Such close monitoring can best 
be done in orbit. Working together with 
NASA, US companies and European 
‘partners in building and operating the 
Station will give an initial boost to 
Japan’ s manned-space effort. 
s. The generai scheme of the space-sta- 











ECONOMIC RELATIONS 


By Vaudine England in Jakarta 
"T" he Indonesian recession — and frus- 
A tration in finding ways to conquer it 
— once again has brought the country's 
relationship with Japan into the 
lime! elight. With two-thirds of the coun- 
ry's US$37 billion debt denominated in 
yen, and the bulk of non-oil foreign in- 
.vestment in the country sourced in 
Japan, some economists have begun to 
estion the benefits of what they con- 
jer a more or less one-sided relation- 
x ‘okyo’s favour. —— 
e new interest parallels a regional 
y into how Asean's relations with 
c be made pii a. A 






























































e: old fears that Japan d seek- 


n annec -space efforts 


rtunity to partici- | 





Planned module: profits in orbit. 


| tion programme includes two US pres- 


surised modules to be developed by 
NASA's Marshall Space Flight Centre 
along with energy-supplying gear and 
other equipment, a module provided by 
the European Space Agency, Canadian 
equipment, and Japan's module and as- 
sorted instruments. Integrating the 
development of all this hardware, and 
the software to run it, is no easy task. 
Within Japan's space industry, the 
opportunity is considered a prime one, 
as it will thrust the nation into the era of 
semi-permanent, manned space flight 
while giving its companies experience in 
dealing with orbital micro-gravity con- 


. ditions for possible future LE indus- 


| Hard times strain a courtship 


to dominate the country economi- 

all . Some Indonesians are upset by 
negative comparisons. made by Japan- 
ese who unfavourably compare In- 
donesia’s investment climate with those 
elsewhere in Asean. Japanese com- 
plaints range from concern over the 


high costs of investing and operating to 


-divestment regulations and rules bar- 


ring foreign entry into distribution. 

Indonesia is the largest recipient of 
Japanese aid, and one of the largest for in- 
vestment (on a cumulative basis), yet in- 
creasingly many Indonesians decry the 
results of that investment. At the recent 
inauguration of an electronics plant, 
one official complained that after 20 
years of trying, Indonesia is still merely 
an assembler of electronic goods, not a 
producer or designer. 

Following the 1986 oil-price plunge, 
riage has had difficulty substituting 


neighbours Singapore, Malaysia, and 








. background 
| partners are being brought into the 


its main source of income. While 


gramme, when 1992 was the tentative 
start-up date, NASA thought US$8 bil- 
lion might suffice for its share. Today it 
looks more like US$15 billion or even 
more will be needed to finance the US 
portion of the programme, with an ini- 
tial operating capability set for no ear- 
lier than 1994. In January, the US Con- 
gressional Budget Office suggested an 
option of cancelling the station, as costs 
appear exceedingly high. One of the 
reasons that outside 


space-station programme is to make it 
more difficult for congress to cancel the 


| station. The theory is that NASA's 


many commitments to foreign countries 
would have to be supported. 

Virtually every major domestic com- 
pany interested in space technology is 
involved in designing systems of the Ja- 
panese Experiment Module (JEM) and 
its accompanying gear. At 8.5 m in 
length and 4 m in diameter, JEM will be 
slightly less spacious than the other 
three pressurised modules. 

“Engineers from more than a dozen 
companies are teaming up with 
NASDA in the design phase,” says 
Masafumi Miyazawa, general manager 
of NASDA's space-station project of- 
fice. Taking the lead is Mitsubishi 
Heavy Industries, which will later serve 
as systems-integrator. lshikawajima- 


. Harima Heavy Industries is developing 


mission hardware, while Kawasaki 
Heavy Industries is working on life-sup- 


Thailand have been able to increase 
their earnings from higher value-added 
exports such as electronics, Indonesia is 
still overwhelmingly dependent on pri- 
mary commodities. 

J: apanese investment in Indonesia in- 
cludes electronics and cars, but mostly 
in import-substitution assembly plants. 


Many feel Indonesia should have learn- | 


ed to handle these things on its own. 


he talk now, though, is not all anti- 
Japan — some economists and offi- 
cials are encouraging a deeper depen- 
dence, to help. strengthen the country 
fiscally. This is not the time to raise old 
fears of foreign domination and depen- 
dence, government. advisers suggest. 
Some note the rise in Japanese sym- 
pathy to the needs of Asean. The sign- 
el; Wntied US$900 million 






















ately need ed flexible financing to main- 
national development plan. 
so d ems the issue is the yen ap- 








tivities "Coinitissioh, which’ reports to. 
the Prime Minister’s Office. ^ 
At the onset of planning for the proa E 


n ie hen puce pes deer 


is encouraging the. 






















periments will be carried, is be ng de- 
veloped by Nissan Motor. ‘During 
@ ^3DA's earlier planning stages of the 
JEM system, this tray was enlarged to 
accommodate more equipme nt. 





Eee companies: are integral 
members of the M design team, 
- with NEC Corp. developin 





tions and contro y ems and Mit- 


subishi Electri together electri- 

cal power sub- : o 

tions and support as well as JEM' s infor- 
mation network is the responsibility of 
Fujitsu. A relative newcomer.to the 
space business, Hitachi, is. developing 
the software for a robot-like “remote 
manipulator system" being built by 
hardware engineers at Toshiba. Also 
under development is the “experiment 
logistics module,” a storage area to be 
placed above JEM. 

Five of the six largest Japanese gen- 
eral-trading companies (sogo shosha) 
have established what they call “study 
committees" on the use of the space sta- 
tion. 

In Washington, many aspects of the 
entire space-station programme are still 
vague. The Pentagon waited until late 
last year before making known its inten- 
tion to use the station. This came as a 
major surprise not only to the Japanese, 
but to the Canadians and Europeans, all 
of whom were assured that the Penta- 
gon would not be involved. It appears 
that the Japanese will not object to 
the Pentagon sponsoring general- 
purpose research work on the station. 
Frawevers they would Ton ee 






Asia. Most policymakers and academics p 


agree that the more Japanese money 
available, the better. The debate is 
more on what kind of involvement there 
should be and how it can be managed. - 

Economists at a recent Jakarta uni- 
versity discussion urged more open ac- 


F e ri of the Japanese partnership. 


e most important thing for In- 


B Fratre funds and technolo; 7 
improve the condition of this r 
said Christianto Wibisono, è locat 
ness consultant. . 


L erof 












“The revival of attacks on ike re- t 


. lationship with Japan recalls the hice 
ed Malari Affair of 1974, when the visi 
| of then Japanese prime minister Kakuei 
Tanaka to Jakarta occasioned the out- 


pouring of resentment against Japanese | | 


economic penetration and its links to 


an inner circle of corrupt officials. Ja- 






pert systems. An "exposed facility” tray | 
measuring 8 m by 2 m, upon which ex- 


activities. 





direct ihititary-related 
Defence Caspar Weinberger has be- 
come particularly vociferous about his 
notion that no restrictions should be 
placed on the potential military applica- 
tions to be conducted on board the sta- 
tion. Yet the Japanese will not condone 
large-scale military activities in a station 
in which they are heavily involved. 

Sudden interest on the part of Penta- 


change in planning for the station. The 
entire configuration of the station has 


and question marks still remain. Many 


their negotiations with NASA about 





invitation. 





Japan's hardware in place. NASDA's 





tion. 
Japanese aerospace specialists look 
space effort and no one should be 


focus on well-defined ways žo make pro- 
fits in orbit through bringing space tech- 








panese businesses reacted to the riots by | i n 


adopting a much more discreet profile. 
E. Now, foreign diplomats say the 
T akarta embassy is again worried that 













+ je iv e like gentlemen i con- 
" T ! executive. 





|. Jap mese businessmen are too obvious. | 
"The us that | 


t) [apanesentvnce: Rooters. HE 


'In recent months US Secretary of 


gon planners is not the only recent - 


. gone through a major infrastructure re- | 
design during the past year and a half | 
: pany has attracted attention bec 
Japanese space specialists have learned | 
much about the political vicissitudes of | 
‘the US space establishment through | 
| November last year and began o 
cost sharing and other details. Well | 
aware that they were invited to the | 
dance largely as an attempt by NASA to | 
ensure congressional funding for the en- | 
tire programme, the Japanese want to | 
make the most of their less-than-sincere | 


At least two full flights of the US | 
space shuttle will be required to put | 


H-H vehicle = ment also be used to lift | 


ape the JEM project as an introduc- - 
tory step towards a more vigorous man- - 


surprised if the Japanese are the first to | 


Citi di: "down to Earth." — Neil W. Davis | 
| as’ Malaysia's foreign-exchange earn 
ings slumped on low commodity prices. 


| | the countertrade portions in moss ca 


| sents the 45% e 
| Mitsui group holds in the cor 
Tejanais assured of the following deal 
| » The second stage of the Peninsul 


| » The letter-sorting machine contra 
. for the Ministry of Post and Telecor 
- million. 


| the Ministry of Post and Telecommu 





EE and as it comp 















Under-the-^ | 
counter trade 


A newcomer snaps up 
deals in Malaysia 

















By Lindsey Shanson in Bangkok 


T- appearance of Tejana Tradi 
Corp. as Malaysia's newest gov 
ment-authorised countertrading co 






























its apparent easy access to majo ; 
sector contracts. 
Tejana was established o 



















tions only on 1 April, with a m 
paid-up capital — of 4$50 
(US$196,850). Since then it has. 
rently secured a hammerlock on co 
tertrade deals worth M$117.5 millio 

Tejana's mandate covers a ran 
conventional trading operations, yet its 
apparent aim is to gobble up the coun- 
terpurchase opportunities afforded by 
large-scale projects meted out by the 
Malaysian public sector to successful. 
tenderers. — 

 Countertrade in . Malaysia is n 
mandatory, but there is an implicit e 
pectation that it will be included in on 
form or another for all tenders exceed- 
ing M$1 million — and Malaysia has 
successfully used countertrade to € 
courage non-traditional exports. Fo 
the past two years there have been rela 
tively few new opportunities: oppor- 
tunities for foreign firms have slackene: 





































































But contracts awarded one and.t 
years ago are now going ahead — an 












are going to Tejana. 

According to T. Abe, Tejana 's Ja 
panese "senior adviser, P who repr 
uity interest Japar 




































Gas Pipeline Utilisation Project, 
tertrade value M$47.5 million. 






















munications, countertrade value M82 












» The pulse-code modulator system foi 












cations, countertrade value M$50 mi 
lion. | 
Tejana inherited the status of. 
former venture called Perdama Corp. 
which Mitsui held a 20%, interest. t 
gether with several Malaysian Gove 
omrolled corporations. It 

to. Te t when factional. 
y. . Tejana Was 
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ini “pelne project. He confirmed. that. | 








i “Mohd Don öwn : 49%. 
% of the equity belongs to “other local 
artners” whose identity has not been 
evealed. Datuk Abdul Jabid is chair- 
an. Gusao Murukami is executive 
irector, and Yusof Ibrahim is direc- 

























































The identity of the chairman is in- 
guing — Jabid until recently held the 
ost of Malaysia's chief of intelligence 
ounter-espionage division), and is 
own to be very close to Prime Minis- 
Datuk Seri Mahathir Mohamad. 

As well as the three projects in hand, 
ube expects to secure some of four 
ajor tenders to be offered by state- 





H ongkong’s unexpectedly high ex- 


| ing signs of easing as order books in the 
. manufacturing sector shrink from their 
peak in March. Second-half growth may 
not be as high as a year ago, though full- 
. year trade is widely expected to be bet- 
- ter than 1986. 

—. Re-exports, and, to a smaller extent, 


| to China are likely to fall, with China 
having already used up most of its own 


1987 by April. Clothing alone is esti- 

mated to account for 20% of Hong- 
-kong's re-exports to China. 

Domestic exports rose 31% in value 
in the first half against a year ago to 
-HK$85.8 billion (US$11 billion) and re- 
xports 51% to HK$80.1 billion, while 
n poe were up 40% to HK$172.2 bil- 
ion. The visible trade deficit thus widen- 
5:2 billion from HK$4.9 bil- 

n the first half of 1986 and looks set 
xpand beyond the official forecast of 
K S billion for the year. But invisibles 
€ doing well, with hotel-room occu- 
pancy rates generally in the high 90% 
vu reflecting a flourishing tourist 
rade. T he uet of visitors to Hon 

















riod from a year ago. 
JS continues to be: the terri- 
iggest export market, but its 
e of Hongkong exports has fallen 
ficantly — from more than 40% last 
r to around 36% so far — as a result 
of rapid growth in other major markets, 
helped by competitively pric 
May figures showed domestif expo 





with 70% for China, 46% for. West Ger: 


any and 72% for Japan. 








Another | 





. for the first three contracts. In part due 
toits modest size, it intends to work out 
| an arrangement with some of its com- 

petitors. Tejana will seek to transfer 





Export growth slows 


port growth in the first half is show- | 
| (96) 


. domestic exports in clothing materials | 


-textile quotas in the key US market for | 


| leading. 


the US rising by only 15%\compared - 







these are: 
» A compressor station, countertrade 
value US$20-30 million.  . 
» A computer system (US$5 million) 
» Assorted project equipment (M$50 
million). 
» Pipeline construction (US$450 mil- 
lion). . 

Tejana will handle the countertrade 
"in- house" — or at least through Mit- 
sui's chain of companies worldwide — 




















some of the counter-purchase work. 
away from Mitsui, in return for a com- 
mission. | 

Addressing the scope and restric- 












CONSUMER PRICES CLIMB 


(Change over year earlier) 
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i (0.05 REVIEWGRAPH by Andy Tang 

In real terms, domesti¢ exports in the 
first half were 28% higher than a year 
ago, compared with 8% real growth in 
the same period last year. Imports, on 
the other. hand, have eod more 
i orts, ppm as a resuit of 


catirig goes growth i in  manufa tu a 
activity. à "A 

sin the J anuary to. April period, 
real’ ‘growth in consumer imports, a. 
growth component twó years 

ago, fell behind increases in raw materi- 
! 3 (4095) and capital goods (21%), so 
that retained imports as a whole rose 
25% on a year ago. Retail sales also 
went up 8% in volume terms in the first 
four months compared with. a 2% in- 
crease a year ago. - | 
Inflation, meanwhile, - may exceed 
the. 5.596 government: projection to 
about 6-779 this year. depending. on 
how stable the Sprreneys is. Thé us dol- 





third-party destinations, 









| e he Japanese, and 40% will - 
go to third-party destinations (though 
there are restrictions on selling counter- 
trade items to countries which are 
regular customers for those Malaysian 





| products). 


Some 70% of the exports are to be — 
finished or semi-finished goods, with | 
30% traditional items. For any con- 


| tracts whose counter-purchase obliga- | 


tion is below M$10 million, the full 
value must be shipped to those: coun- | 
tries providing the imports. For con- 
tracts in excess of M$30 million, the first 
M$10 million must be shipped to Japan, 


. with 60% of the balance to countries in- 


volved in the contracts, and 40% to 
though | the 
ratio.can be varied. These terms are 
considered quite normal. R) 





HO 


lar-linked local currency at 61.9 at end- 
July on its trade-weighted index is 
weaker than it was three months ago, 
but much stronger than a year ago. 
Prices for some goods, primarily 
foodstuffs, may ease if the renminbi 
should devalue against the Hongkong 
dollar some time this year, though this is 
unlikely before October. However, if 
the yen should firm further against the 
US dollar, raw materials and capital 
goods could become more expensive. 


§ China and Japan are Hongkong's top 
. supphers. 


The Hongkong-dollar prime rate has 
gradually edged up over the year, as up- 
ward pressure on the Hongkong dollar 
has eased. It is 7.5% at present, the 
same level as it was a year ago. Deposit 


rates have moved up in tandem and may 


rise further. Much will depend, how- 
ever, on US dollar interest-rate move- 
ments and current indications are that 
with a stabilising greenback and econo- 
mic pressures in the US to keep interest 
rates low, a isubstantial rate rise is un- 
likel 1 

MI motiey supply. in June spurted 
ahead after relatively slow growth in 


* 





E May and April, partly as a result of a 


rapid increase in Hongkong-dollar: de- 
mand deposits caused-by a new. share 
flotation that month. Foreign-currency 
deposits fell slightly during the month. 
Tota! lending continued to rise, with 
loans to. finance visible trade growing | 
faster than other sectors. edu 4 









| March- "May on el fi c c pio go 
| shortages across: the board. Manufac- 


turing and construction industries bore 

the brunt of the labour shortage. Latest - 

figures. show. real wages: increased an 41 
f ‘compared witha- 
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The Minolta 7000. 
The world's best-selling and 
No.1 award-winning autofocus SLR. 


Minolta‘s Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number ere 
choice worldwide. Isn't it time to take a firsthand look at the 
autofocus SLR that's second to none? 


THE HI-TECH AUTOFOCUS SLR / OOQ 


Minolta Camera Co., Ltd., 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 








| Beyond the 
| horizon of electronics 
engineering 


Eighty percent of the world's 
requirements for ultrapure silicon 
are satisfied thanks to a process 

| developed by Siemens. Today, 

| scientists are looking into the 
properties of another semi- 
conductor base material — gallium 
arsenide. And again Siemens 
scientists are deeply involved 
in the development, in Germany 
and in the United States. Gallium 
arsenide provides numerous 
advantages such as extremely 
high switching speed, simpli- 

| fiedtransistor integration because 

ofthe excellent insulating = . . 


| | properties of the base material, de 
| andminimum powercon- — . 
| sumption... | : 
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gulation comes to the 

ock Exchange with the 

ownership in the capital 
king firms to outside 
NP is among the first of 
| banks to establish links 
"aris broker. Subject to for- 
roval by the regulatory 
ies, France's largest com- 
ercial bank plansto take a major- 
Iding of 53,5 in the French 





ies to the agreement are keen to 
-develop their own interests, while 
—— cooperating closely in the fast- 
<= growing French financial markets. 


 frerviiier. 
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broker, du Bouzet. Both par- 


The engines are rewing up, the drinks are being served 
and you're about to fly the “Friendly Skies" of United 

Airines. Be sure to ask for your copy of the Far Eastern 
Economic Review. Available on all United fights from Asia. 







BNP and du Bouzet already have 
long experience of working toge- 
ther. The new partnership will 
benefit from BNP's large network, 
du Bouzet's floor-trading experi- 
ence and the complementary 
strengths of the mutually indepen- 


dent companies. It will increase - 


their market penetration and give 
their clients access to a wide range 
of additional services. 


The move is part of BNP s interna- 
tional strategy of building a net- 
work of securities houses in the 
world's major financial centers. 


Reading the Review will make the skies seem even 


UNITED AIRLINES 


You're not just flying, 
you're flying the friendly skies. 


| ü detspeeded | 
| Cheque payable to Far Eastern Economic Review enclosed. 
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SURFACE MAIL RATES 


"I HNIC 











Elsewhere 


. + plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. Kt gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed = 
coupon. 





Please enter my subscription for 








| (2 3months © 6months O 1year — ne 
C] Please include the Yearbook at extra a 
| US$24.95/HK$195. For airmail delivery, 
| please add: USS$7/HK$55 aie 
Payment of is enclosed. 
(Please print in block letters) p 
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| pages, Hongkong's c 
and mergers generate 
able ambiguities in. in 

importance, moreove 

nearly as seriously as tk 
sume by some mer 
| Others, recog 
| knowledge in adver: 


FOR a document compri 




























| recruits to recite 
| before allowing them near a « 
| combat zone. Even so, the arbiter re- 
| mains the Committee on Takeovers and 
|. Mergers, and decisions do not necessa- 
| rily follow precedents, nor, at times, do 
| fheyappeartofollowthecode. — ' 

| . Consider the Hongkong and Shang- 
+ hai Hotels tussle, and the attendant de- 
| parture from the scene of raider Joseph 





$ 








| Lau, who sold his Evergo Industrial En- | breached the 35% trigger point, an offer 


> terprise and China Entertainment ïn- 
_ terests in Hotels for a total of around 
| HK$2.2 billion (US$282 million) to a 
consortium of banks. The consortium 


34.9% of Hotels’ ca 
, are placed, or until 30: 








As the Kadoories now have an esti- 


. mated 25% of Hotels, they would be - 


able to add another 10 percentage 





-points to this holding before reaching | 


- the 35% laid down by the takeover code 
_as the trigger point for a general offer. 
< Students of the code would, however, 














er has already been activated. | 

^ Page3 of the Golden Guidelines de- 

nes parties acting in concert as “per-- 
ns who, pursuant to an agreement or 

iderstanding wher Bet formal or in- 

rmal], actively cooperate, through 


S In a company, to obtain or consoli- 
te control of that company." Control, | 
mean a holding, or aggregate holdings, 
shares carrying 35% or more of the 
g rights of a company, irrespective 
2x. that holding or holdings 
acto control.” ^ : 
greement exists between the 
and the consortium of banks, 










They held a part 


| vesting in those banks a 










| or consolidate control, but the reverse. 


price they had paid for Hoteis shares in 


_ trols the vote should a meeting be called 


| tium, a condition believed to have been 


forgiven for concluding that that trig- | 


doubts the ability of former securities 


e acquisition by any of them of securi-.- 


he code adds, “shall be deemed to | with the Hongkong stockmarket, and 


covered after it launched its HK51.5 bil- 


but nobody came 
binis 7 Operation of Hang. 


for the express purpose of 
Data Services. 


















34.9% holding in Hotels. 
Not only is the agreement 
formal, it ensures that the 
Kadoories have the power to 
determine both the ultimate 
holders of the shares and the 
price at which they will 
change hands. That alone 
would seem to qualify the 
parties under the code's def- 
inition of concerted action. . 
After two meetings (illus- | 
trating the gravity of the 
case) the takeover commit- 
tee concluded that it was not the inten- 
tion of the parties concerned to obtain 


_ of disputes over the in 


| relating to the Frenc 
ij use of the index as 
element of its new bor 
Settlement has been a 


but Hang Seng 





nies it has paid compensation. 
€ JUST how independent is in 
| dent investment advice is a ques 
| too often unsatisfactorily 


It also noted that if the Kadoories 


would have to be made at the highest 


the six months preceding the agree- 
ment, rather than six months preceding 
the trigger's activation. 

In other words, for the time being a 
stake of caput 35% in Hotels is in 
limbo, posing the question of who con- 


organisation expects any business 


Asa result, a lexicon of euph 
has sprung up, so that a “hold 
mendation can be interpreted as 
valued," while “over-valued” is 


for any reason while the banks are hold- 
ing the shares. According to the agree- 
ment, an independent adviser will have 


to be appointed to guide the consor- | Rarely does the word "sell" 


_ listing in. Hongkong recently. B 





of civil action. 

Recognising this risk, furctionaries 
in the office of the securities commis- | 
sioner co-opted someone with the ex- 
pertise, wisdom and experience of many 
years in the securities sector. Nobody 


ment." Now that is inde 


commissioner and present head of the 
banking commission, Robert Fell, in 
such matters, but Shroff wonders whe- 
ther cufrent securities commissioner 
Raymond Astin is comfortable with the 
arrangement. | 

€ SYNONYMOUS though it may be | 


prior to the announcement? And 
. does Inchcape now compare its 


of 5395," it crows. 


indeed with all that the little territory re- 
presents, the Hang Seng Index is a prop- 
rietary title, jealously guarded by the 
bank of the same name. Use of the 
Hang Seng Index, Banque Paribas dis- 


pushed the Road 
five days ahead of the suspension 
the offer price is none too generous 
| Way, given a buoyant motor marke 
minority might feel sufficiently 


lion bull/bear bonds, requires the co- toot let this show on the road... 





culation, or any other 


comment, while Pariba 


| the powerful entities in the territory. — 


commendation. to sell at any. price. 
3 appear. | 
| "In a refreshing departure from t 
traditional caution, Asia Televis 
(ATV), Hongkong's less popul: 
| broadcaster, about to launch a p 
| Offer, has been described as “perha 
1e most unworthy company” to seek 
aring. 
Securities dismisses ATV as lacking 
| concrete plans to improve prospects, a 
company with “very questionable fun- 
damentals” and a. “second-rate reputa 
tion," concluding with advice to “avoi 
this stock under its current manage 
nt. | ndent advice. 
€ INCHCAPE (Hongkong) is aimin 
to take out the 3596 minority in its. 
cutely named motor dealer Road Hold- 
ings. No surprise there. But why an al 
most three-week suspension for Roa 


price not with the pre-suspension price 
of HK$10.60, but with the HK$8.60 
being paid five days previously — mak- 
ing its offer price represent “an increase: 


It draws attention to an obvious 
question: who did the inside buying that 
pe up 28% in the. 
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these deregulating times. of finan 
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Foreign creditors' tactics ang 


By Jose Galang in Manila 


on the rescheduling of US$13.2 billion 
of the Philippines' total foreign borrow- 
ings of US$28.3 billion has revived calls 
for the selective repudiation of the 
untry's debts. gov uie 

Proponents of the non-payment of 
certain debts appear to have taken their 
cue from the sharp attack on foreign 
creditors by President 



























dress at the opening session of the new 
congress on 27 July. B 
<= Aquino claimed the commercial 
banks had taken unfair advantage of the 
Philippines' internal difficulties in order 
fo impose debt rescheduling terms 
which were clearly inferior to those 
granted to Mexico. l 
Under the agreement which was 
-signed on 17 July, Manila will have to 

























- 0.875 of a point over the London inter- 
bank offered rate (Libor) and at a full 
point over Libor if payments are de- 
| layed. The accord also sets a grace 
| period of seven-and-a-half years. 

At the heart of the current debate 
are the debts totalling US$57 million of 













| tilisers and pesticides which has suffered 


been unable to service its loans. 
* In May 1985, the government of 
then-president Ferdinand Marcos ag- 























H30June | HK$68.83m | 
| (US$8.8m) | 


Y31 Mar. | HK$322.23m 
(US$41.3m) | 















er Manila legislators 


- A creditor bank's threat to boycott: | 


! banks’ continued support for the com- - 
" the recently concluded agreement | : 


that brought Aquino to power. 


| Hanover Trust Co., Societe Generale, 
| Lloyds Bank International, Rainier Na- 
tional Bank, and the Manila branches of 
Corazon | 
Aquino in her state-of-the-nation ad- - 


pay interest on the rescheduled debt at 


. debt rescheduling accord, though it has 
| Planters Products Inc., the country's | sign the document. 

-major importer and distributor of fer- | 
| itors could have thrown the Philippines' 


|^ heavy financial losses since 1984 and has | relations with the international financial 





reed to bail out Planters to ensure the | 


Baht776m | +47 
(US$30m) l 
| 433 


pany and the country. But Marcos fled 
the Philippines on 25 February 1986 at 
the height of the military-led uprising 


Planters creditors include Barclays 
Bank International, Manufacturers 


Citibank and Standard Chartered 
Bank. They are all members of the 12- 
bank New York-based advisory com- 
mittee which represents the Philip- 
pines’ 483 creditor banks in debt negoti- 
ations. | T lm 

Just days before Financial Secretary 
Jaime Ongpin was due to fly to New 
York for "the signing of the debt re- 
scheduling accord, Barclays said it 
would not participate unless the Plan- 
ters loans were backed by the Aquino | 
government. 

On 14 July, Ongpin asked Aquino to 
sign an executive order appropriating 
P620 million (US$31 million) for Plant- 
ers’ loans. Barclays still did not turn up 
at the New York ceremony to sign the 





subsequently indicated its willingness to 

Failure to satisfy the Planters cred- 
community into chaos. Manufacturers 
Hanover, chairman of the New York 


committee and holding one of the 
biggest exposures to beleaguered Plant- 


COMPANY RESULTS 













| Declared profits fell short of market expectations. 


| Profit excludes extraordinary profit of H | 
includes HK$15.47 from some property disposals. and | 
rentals. Booming textile exports boosted earnings. E 


Net earings include unappropriated profits brought 


| the yen'srise aga nst the US dollar. 


with the previous administr: 
demand immediate payment... — 

Planters was set up by Esso Standard 
Eastern in 1962. It was acquired by a 
Filipino group led by sugar businessman | 
Alfredo Montelibano in 1970, with the 
state Philippine National Bank guaran- 
teeing purchase payments. 

In 1973 Planters was asked by the 
government to sell its fertiliser at prices _ 
below those of duty-paid imports. The | 





difference between Planters selling 


price and the market price of imports 
was to be reimbursed by the govern- 
ment. But the economic crisis which 
gripped the country in late-1983 re- 
duced Planters’ market and made it dif- 
ficult for the government to pay the sub- 
sidies. In October 1984 Planters’ shut its 
manufacturing plant and the company 
became an importer and distributor of 
fertilisers. : "NM | 
Before the Barclays’ loan threat, a © 


programme for the rehabilitation. of 


Planters and its eventual sale to private. 

investors, including farmers who have . 
been getting a share of stock for every . 
bag of fertiliser bought, was being- 


finalised. 


Ux: the proposed scheme, the 
AJ government would pay all outstand- 
ing obligations to Planters, allowing it 
to repay the bulk of its foreign loans - 
by buying Philippine debt paper held 
by foreign banks under Manila's debt- 
to-equity programme. The peso pro- 
ceeds from the paper would even- 
tually be ploughed back into the 
company. | | 

This intricate plan calls for the 
foreign banks to maintain 12.5% of 
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yus profit of ¥1.9b. Operating loss | 
























































| ferring to be paid off. ! 
The rehabilitation plan has also er 
criticised in government circles because 
im would benefit a group of investors cur- 
rently negotiating to buy Planters after 
-the completion of the financial surgei 
| The group includes forme 
| Planters and foreign | 













|. pose such a sale. ; 
Aquino's criticism o Barclays 


the foreign creditors was taken by some | 







| members of the ne 
that some of the 
those mat offered virtually no hope of 
ntor served to line pockets and 
oS —- would be repudiated. 
) has am said she was not for- 
4 proposing repudiation and has 
tress j that « of cial policy remains the 
| commitment to pay all outstanding obli- 
| gations at terms that allow for economic 
growth. 

Over the next six years, the Philip- 
| pine Government forecasts that interest 
| payments on foreign debt will average 
" US$2.17 billion a year — about 

2996 of annual export earnings — add- 
A to oe account deficits over the 


ngress to mean 
















the members of congress 
‘who have supported debt repudia- 
tion are Sen. Rene Saguisag, who re- 
presented the Aquino government in 
_ talks with creditors of the country's Ba- 
“taan nuclear power plant, which was 
 mothballed before it began opera- 
tions. 

House of Representatives' Speaker 


1 
L (eS 






*- sional committee to summon Cesar Vir- 
| ata, finance minister during the Marcos 
| government, and Jose Fernandez, cen- 
-tral bank governor since January 1984, 


farcos era debts — 


<- Ramon Mitra has instructed a congres-- 


the country's foreign debt. 

... Before running for congress, Mitra 
was Aquino's agriculture secretary, and 
during his term the programme for the 
rehabilitation of Planters was discussed. 
At the time he was critical of the govern- 
 ment's continued support for what was 

considered a private enterptise. 
Despite calls for his dismissal, Fer- 


nandez continues to : enjoy Aquiino So 



























upport. Fernandez himself says that he 
i | “fight it out" with congress. He has - 
been considered a moderating influence 
in the country's dealings with foreign | 
creditors, recommending policies that. 


will assure the continuation of. the 


economic recovery that has started to 


months. 
Among Aquino's cabinet members, 


to explain the s size and composition of à 


try's needs and the nuclear power pi à 


the projected economic growth 


i tated by the foreign-exchan e 


there will be a US$7 billion sho 
financing commitments for dev 
|| ment projects. Her proposa "wai 

| adopted by the negotiating panel. | 


| secured from the country's traditional. 


M. gramme, would lessen the need for new. 


| sider is setting. limits to debt-service 


filed a bill that would put payments ina | 
given 
| perio s 
| ments amount to about 45% of exports. | 
gain momentum over the past SIX - 
| his 









policymaking Natic al E 
Development Authority | 
among the most vocal proponents o 
selective repudiation. Monsod suspect 
that some of the banks colluded with of- 






granting loans for non-v projec 
Such loans went into the financing o 
sugar milling capacity beyond the indus 


year for the debt rescheduling, 
proposed that the banks be 

make firm commitments to provide ne 
money that may be necessary to susta 








She said this commitmen 


required to service the debts. 
period to. 1992, Monsod proje 


^J Ongpin, head of the negotiating 
yanel, was. convinced that any fresh- 
financing that will be needed may be 


donors. Ongpin also believes that the ef 
entry of foreign investments, possibly. 
through Manila’s debt-to-equity pros 





“One proposal congress may. con- 2 


payments. Sen. Alberto Romulo, | 
Aquino's former budget minister, has B 


year at no more than 10% of the 
's export revenues. Current pay- 


An alternate proposal suggests a 





yher ceiling ot 25% of export earn- 2 


ings. E 
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All the information on China you'll ever need ina single volume... 





The People s Republic of £ ee Year- Book 1986 is without 
E ee the single most complete reference work ever 
produced. about China. Its contents range from the land 
and its peeple to business, economics, finance, culture, 

education, politics, science and technology and countless 


other subjects. 


V /hat i is it? | m ] | 
The result of thousands of man-hours, the People's s 

ublic of China Year-Book 1986 was written and edited 
y The New China News Ltd. , a group of dedicated 
professionals who know China intimately. The result is a 
book of. unmatched breadth and depth. 















Completely indexed: the People's Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors. 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 

. and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupori 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local cumeney) to the 
indicated address. 












All new updated edition —— Hard Cover 828 pages | 


Clip and mail this coupon today! Seni 


Tooo ee 





Circulation Manager, Far Eastern Economic Review. G. P. O. Box 160, Mong Kong. 











Please send ........... copy(s) of The People's Republic of China Year-Book 1986 for which I enclose. 
 US$89. 95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 
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ices closed mainly higher, 
ing the previous period's fall and - 
ing off the dampening impact of 
Aug. assassination of a member - 
X4 President Aquino’s cabinet. 
Analysts detected substantial broker 
: hind price advances, particu- 
ong speculative oil shares. 
tu per came to P273m 

































ry day of the period, with the 
ng Index, rising 167 points 
> period. Overseas buying, par- 
from London and Tokyo, was 
gorous. Cheung Kong headed the list 
of most active stocks after lagging the 
market for a couple of weeks. It closed 
at HK$13.70 (US$1.76). Volume rose 
oto TERMY, 9b for 3. ib shares traded. 








TOKYO: Stocks moved slightly higher 
q in moderate trading with little fresh 
news to push the market either way. 
Gover me es es of faster growth | 
i nufacturing in the near term 
. stimulated buying | in electricals, which 
"came in for profit-taking at the end of 
the session. Hitachi put on ¥120 
| 5 US cents) to Y 1,190. Average furn- 
over was 766.5m shares aday. — 


















: | TAPE: Trading was volatile through- E 
| out the | riod, but strong demand for 
E ial shares drove the weighted 

price index to a record high close, 
which was double the level at the be- 
ginning of the Jr All sectors, with. 
he exception of financial counters, de- 
clined or remained unchanged. Trad- 
ing was moderately heavy, averaging. 

'T$7.96b SRM a day. 
































: A rush for gold stocks 
shed the market through the historic 
000-point barrier to record territory. 
he gold sector added 10% to its al- 
idy historic level and buying orders 
wW ato other metal stocks. Bou DE 
pper and MIM jumped 

ent: US cents) and 81 A cents = 
pecti ely to A$5.60 and A$3.55. A 
otal of 1.2b shares were traded. 


EW ZEALAND: The market surged 
n favourable poll readings for the gov- 
‘ernment to a six-month high, with 
rokers expecting the index to consoli- 
ate at that level. The index has now 
isen 19% since 30 June in the longest 
tained burst since the 1986 bull run. 
ierley rose 29 NZ cents (16 US 
nts) to NAM. 65 a and Fletcher Chal- 

INZ NZ536.30. 



























[HE ?^hilippines led gainers with a 27% gain in value over the period to 3 Aug., despite ifie assassination Š 
4 inet minister over the weekend. Bulls still dominated most markets in Asia. E 


SINGAPORE: News that United In- 
dustria! Corp. was to acquire à stake in 
First Capital Corp. buoyed a jittery. 
market but despite the setting of a new 
record in the stock index, buyers re- 
mee cautious. Fraser å & Neave rose | 































KUALA LUMPUR: Although prices 

eased across the board for most of the 
period, the stunning debut of Sports 
ii oto gave the market à boost. The gam- 


also bucked t 
cents up at M$8.65 Daily volume aver- 


BANGKOK: The market. ee 
further on heavy selling pressure after. 
opening on a firm note. Banking coun-- 
ters were well traded towards the end 
_ of the period. Gainers were led by Sin- 
pinyo 3.and Phatra Thanakit. Big los- 
ers included Union Thread, Thai Presi- 
dent Food and Good Year. Volume for 
the period totalled 25.27m shares. 
worth Baht 3.15b (US$120. p 


Soon cross the 500-poi 


| SEOUL: ‘Stocks dared — in 


‘to 12.31m shares. Insurance companies 


|. was up 9.9%. Poong Rin Industry, up 
33. 8^4. led the list o | gainers. 


trading day of the period after rallying 
| Capital International Index rose 8.6 


| | points over the penodi to 467.7 = 3 
E. "n 





Men 














counter finished its first day at 

M$o. 55 (US$3.76) and got as high as 
M$11 before profit-taking set in. MISC 
the trend, closing 60 M. 










































aged 23 35m shares: worth MS63. Fan, 


BOMBAY: Equities shed gains at- 
tained in the first half of the period. 

Sentiment was affected by the attack 
on Prime Minister Rajiv: Gandhi 
in Colombo. The failure of expected 
monsoon rains in parts of India under- 
mined confidence in fertiliser chips. 

But brokers hope the BSE Index will. 
int level and. 
reach its pre- e level of 550-560. 


again during the period as cash poured 
into the market. Daily average turn- 
over jumped to Won  113.46t 
(US$140.1b). Volume dipped slightly 


led the pack, with a 14.5% gain for the 
period, while the construction sector 


NEW YORK: Stocks eased on the last 


the previous days. Growing unrest in 
the Middle East and futures-related 
sell orders contributed to the decline. 
Volume over the period soared 1695 to 
966.5m shares. The Morgan Stanley 


,, Smonths forward: Japan 151,382, Hongkong HK$7.798, Singapore 532.103 
Singapore- Malaysia: 551 --M$1.203, CT-HK812.351 


^— Sources: Sha mong and tbesghai [ring Garp, or arbaa walling aim Wied soul 


ot the Hongkong market international Finance for official rates. Tolerate | ‘hang teen tahort tern z | | 
Sotana rwr cats Pom Aniar money rhe wil ii " Hs Sources: Aatiey & Pearce (Hongkong), Hongkong Brokers, First Pacific Finance, Vickers dé Costa & Co., and Thai Farmers Bark. 


.. Buying and seing es where wena (3 Aug.) : 
p aee [ mm | 


Long term CREE Jap 10-3/4 1 June 90 
Nippon Credit Bank 10-3/8 8/Juty/95 
Senwainti Fin 11-1/2 S/ June 
na 1461/6 29/0/92 

Ontario Hydro 10-1/4 19/M.a/90 
Australa 11-1/4 13/Oct/90 
Australia Commormwitti 11 28/M2y/05 
ERG 9-5/8 27/ Aly AO 
World BK 13 &/Feb/üt2 
£iB 10-1/4 2 1/NGv/04 
Barclays Gk Fin Ge. 10-5/8 TA Dec 
TADB 9-7/82:3/Dec/ 1996. Pe 


x Citicorp 11-2 19/0000 1005 
| i | a p enar Og ‘Meri Lynch Co. ine 12-4 A/OeUID 
190-1281 IBM World Tracie Corp. 10-1/4 UNOS 


890—705 56 | 490—510 Prudential eaity 11-7/8 15/Jan/92. 
696—705 ? 3 Morii tyren OVS-10-6/8 28/Apr/90 
| 1 | EECtI-VE 1/Feb/1904 
133.60—134.00 130.40——131.00 ET E Mum Mm e 
14120—14240 . 11.25 15/May/ 180 
WEES 1/0/1005 - 
WB 6.25 1/Deci88 
WB7.51/Jone/1990.— 
WB 7.25 1/Fab/:993.- 
£18 7.5 2:VFeb/:903 
TADBT.TS VAQIA90. 


ses 
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its man attractions include authen- : i | xi Moa ole. d i 4 
of Shakespear's ber and É aa | | "Ours és do not forie dictus arde i edge | 


facilities for many entertainments, includi 
restauratit, tea rooms, function centre and 
the normal amenities ofa Las gual tourist at. 
as awarded the Sir David Brand Award for tourism. 
ime opportunity — don't miss it! — 
now, for full details, (Hong Kong) 5-295623, 
o 1602 C Centre, Tower 2 g Kong. 


SER ATES DRM RE CETUR: boy sell et 
manage and arrange finance for your UK houseor flat = 
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eoul’s Itaewon district stretches. | a 







shopping and entertainment for for- 
eigners and Koreans alike. Certainly 
one of the best-known parts of the city, 
the district is considered a required stop 
for all visitors, andis popular among the 


as well. 
The district itself is a legacy of the 


and other UN soldiers were stationed 


needs to fulfil. Servicing the soldiers 
with food, clothes and entertainment 


the Philippines, and Itaewon was born. 

| Today the district still bustles with 

i people shopping for clothes, shoes, and 

souvenirs. A selection of remarkably. 
r taste is available — spiked black 


out of multi-coloured feathers, eel skin 
cowboy boots, and other fashion to suit 
4 the GI's fancy. 

Several American fast food fran- 


pensive, by Korean standards — restau- 


-] tary and other American clientele. At 

| Won 4,000 (US$5) a person, Kentucky 
Fried Chicken is still a luxury in Seoul. 

Aside from the Gls and the tourists, 


American to Itaewon: second-genera- 


back to Korea by their parents for lan- 
guage practice and cultural exposure. 
They gather in Itaewon by the hundreds 
to speak in English, eat American food, 
and buy American-style clothes at Ko- 
rean prices. Most of the other Koreans 





English, adding to the international — 
or non-national — flavour of the place. 


its nightlife — boasting the city's 


night clubs, restaurants, and so forth. 

On the seemier side, the district also 
houses thousands of prostitutes in a 
maze of sleazy discos, brothels, and 
backstreets which locals refer to as 
"Texas." And towering on a hill directly 
behind "Texas," incongruously, is the 
Seoul Central Mosque. 


replica of an Arabic mosque complete 
* with dome and minarets. The facade is 


“| across the. lintels. Situated on top of a 
| steep hill, the building looks down on 
the telegsaph poles and generic ar- 
chitecture of modern Seoul, including 


Nations Gifts and Leather.” 
.. The Korea Muslim , Federation 
j boasts no less than 10 mosques, and Is- 


few hundred meters north and east - 
from Yongsan army base, providing | : 
| into the country by an imam accom- | 
panying Turkish soldiers in the UN 


An battle. Later, 
thousands. of Korean labourers went 
abroad to work in Saudi Arabia and the 


younger generation of Seoul residents - 


Korean War, when far more American - 


here, with dollars to spend and R&R > 


soon grew into a major industry, as in- 
South Vietnam and at the US bases in 








eather collars, neckties made entirely 


chises have sprawling — and rather ex- | 


rants here, mostly patronised by mili- | 


summer also brings a different sort of | 


tion Korean-American students, sent | 


in Itaewon already speak respectable | 


Itaewon is perhaps most famous for |The itsewon mosque: ‘Texas’ nights. 


cheapest (and busiest) discotheques, | 


The location could not be more out | 


of context for the building, a full-scale | financially healthy. 


_| white marble, with elaborate carvings | 


:an Itaewon billboard, reading “United 


| lamic leaders claim some 30,000 faith- | 
ful. Korean Islam, like Itaewon, is also a 


relic of the war. It was first introduced 


forces. One legend has it that Koreans 


first began to convert to the faith when 


they witnessed the bravery of the Turks 
in the 1970s, when 


Gulf, some embraced Islam. 

From the central base in Itaewon, 
Korea's Islamic leaders plan a da'wah 
(conversion) drive, spreading the faith 


among their countrymen. Admittedly - 


progress has been slow, but they do get 
a steady 400-500 new believers every 
year (about half of them students), with 
20-30 Koreans making the haj to Mecca 


annually. Roughly half of the Itaewon 
monque 's congregation of 500 is foreign, 








including a large number of Malaysian | 
"exchange students as well as 6 black 
American Gls. 


"he 5.000 m? of land for the m 


-was donated to the Korean Muslim - 


Federation by the South Korean Govern- 


ment in 1970, and sizeable contributions | 
| (US$20-30, 000 annually) from oil-rich 


Islamic brethren keep the organisation 
Some say that gov- 
ernment support for the Korean Islamic 
movement is in part an effort to curry 
favour — and contracts — in the Gulf. 


The Korean Muslim Youth Associa- - 


tion gets some US$5,000 every year 
from the World Assembly of Muslim 


| Youth; and runs an Islamic summer | 


camp. Plans are also under way for an Is- 
lamic University in Korea, but these 


have been delayed due to the falling 


price of oil. A campus site has already 


tains Itaewon's seamy charact 
_tercultural island in Seoul's intense con- 
formity. If Pyongyang follows Moscow 
and Peking down the 

eration, someday the GIs too may. 
leave, and Ttaewon will be just anoth 
| street. — H 




















































ba «onsied e over 
Training i imams and translating the 





Koran into Korean are the major ac- : 


tivities of the Korean Muslim Federa- 
tion aside from da'wah, and Islamic 
leaders point out that the country has. 


been fertile ground for conversion to 


many religions — particularly Christ- 


.lanity — in recent years. Some 55% of 


Koreans still have no religion, says the 
federation's brochure, and the coun- 


try's high rates of literacy and education 
providefurtherencouragement. — — 


In the long term, however, Korea's 
Islamic leaders are not pleased with 
their Itaewon location, aware that. 

"Texas" is an inappropriate. 
. setting for a house of God. 
While some minor commu- 
nity cleanup projects are 
under way, the federation is 
planning to move its head- 
quarters elsewhere, to a 
larger site on the outskirts of 
Seoul. | 
When the federation 
pulls out of Itaewon, it will be 
part of a general trend. Much 
. Of the district is gradually los- 
_ ing its exceptional character, 
< fora variety reasons. : 
As the economy develops 
and becomes more interna- 
tional, Koreans who speak 

English should have more 

profitable things to do with 

their time than selling 
| souvenirs to GIs. The leather 
| and clothing shops should re- 
main, but as the market 
p gradually becomes more Ko- 
| rean than American, new 
| — shops may find more business 
if soched elsewhere. 
^ AIDS has already scared away most 
of the Korean patrons of “Texas,” who, 
wary of infection, are now going. else- 





- where. Likewise, the three gay bars (the 


only ones in Seoul), are now virtually 


closed. Itaewon prostitution is now al- 
most wholly a GI market, making it 


rougher and more violent as a result. 
Koreans still come here to shop and to 
dance, but better bargains are available 
in Namdaemun market, and older and | 
more sophisticated - revellers prefer 


downtown nightsp 


Only the reduced GI presence main- . 
jaracter, an in- 





ong road to mod- 









The Right Touch of Chinese Tradition 


For centuries Chinese artists have created masterpieces with 
the *maubi", the traditional Chinese brush. Meticulously 
maintained, each brush is a precious tool, carefully chosen 
for the softness and boldness of the artist's touch. 


China Airlines is a part of that kind of tradition. In 
modern wide-bodied jets, skilled teams of flight and cabin 
personnel offer a unique blend of Western efficiency and 
Chinese hosfiitality. Service that, in itself, is a work of art. 


Q cuina AIRLINES 


Amsterdam - Anchorage + Bangkok * Dhahran * Fukuoka * Hong Kong * Honolulu * Jakarta - Kaohsiung * Kuala Lumpur + Los Angeles 
Manila « New York * Okinawa « San Francisco + Seoul * Singapore * Taipei * Tokyo 


WE TREASURE EACH ENCOUNTER 
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ae With 746 guest rooms and 40 suites, Kuala Lumpur and Bangkok: Our 
the Shangri-La brings to China's capital — 24-hour room service, fine Chinese 


all the luxury and superb facilities of ^ and Continental restaurants and fully 
IN BEIJING WHERE ELS 












the Shangri-La hotels in Singapore, equipped health club reflect the high 

















. SHANGRI-LA HOTEL, 29 ZIZHUYUAN ROAD, BEIJING, CHINA. TEL: 831 
SHANGRI-LA INTERNATIONAL: € BANGKOK (2) 236 7777 + HONG KONG (5) 810 7782 © KUALA LUMPUR (03) 230 
SHANGRI-LA BANGKOK. SHANGRI-LA BEIJING. SHANGRI-LA KUALA LUMPUR. SHANGRI-LA SINGA 








quality of service and accommodation 
visitors to this vastand fascinating country 
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try (LDC) [19 Mar. and 25 June] 


-|| does not seem to have attracted much | re 


international attention as  Burma’s 


leader, Ne Win, has isolated the country | ec 
from the outside world and successfully - 
| covered up all the ruthless acts in 


every corner of Burma for the past 2» 


|| years. 
| The international community s ould | ' 
serious questions as to why the 
man has declared to the world | T 
«country — which ke has de- 










scribed as a "prosperous socialist socie- 
ty . . - free from exploitation of man by 


| man [t : rough the] transitional socialist | 
etc. — has at last ended up- 





being one of the world's poorest na- 
tions, begging for international aid? 
And, oneal; Burma itself “remains 
rich 
resources," 


Burma? 
Ever since the military seized power 


social, economic.and political justice; 


| and countless students, workers, peas- |. 
| ants and monks have been. tortured and 
killed and many dissidents have van- 


ished in Prisons or. concentration 


ethnic nationals are waging fierce rev- 


Sar || olutionary wars against the BSPP re- - 
countless villages are being | 
burned.down, the people. robbed of | 


their properties, the women raped.and 


| brutally killed by Ne Win's army every- | 
| day. It is important to note that about | 
70% of. Burma's abundant natural re- 
| sources lies in these frontier areas. - 






While the general masses a 
ing under the. oppress ve mijtary re- 


cronies live in luxury — holding all the 


| key posts without the required qualifi- 


cations for the positions they are hold- 
ing. It is an open secret in Burma that 


| Ne Win himself has already accumu- 
ersonal fortune of not less than | 
|| US$1 billion in various Western banks. 
| Even though it is difficult to justify such . 
| speculation it is a known fact that all. 
} H corrupt dictators are fully exposed nd 


lated. a: 


when they fall. 
The international community — in- 


| stead of granting LDC status to Burma 


— hould | use all the pressures on the 





Pseudon yms are accepted, but letters in- 
tended for publication i in these colurans must 
bear Hes writer: ssi ien atare and address. 


Sport on Burma's appeal to the | 
or the status of a least-developed | $ 


| Taiwan’ s. potential: 
: dependent, ‘sovereign 
Taiwan does meet al 


* sticky point about com 
| intentions towards what i 


in various natural | 
as being correctly men- | 
tioned in your report. What has the Bur- 
mese Socialist Program Party (BSPP) | Art 
regime done to the. once prosperous | ! 
: ‘tions: do not abide byit anyway, and Pe 
| | king will not change its mind: abot 
| from the democratically elected govern- | 

| ment, the people have been deprived of | 


i ong Taiwan independence. 


| Tana apparently does, is asking th 
| ple of 
. | status quo. That the prosperous. 


‘Taiwan understand the realities the 


| those realities are not fair is true. To ig 
| nore them is to invite an end to the suc 


| wants to do that? 
| iss 


> 1 gime andi its ever deteriorating “socialist. | C t E 
Ne Win and his military . 
| Singapore Government even 
| jects to my replies when they state u 


dard? 


rean' is entitled to his interpretation, | 


| tion marks. 






























for nation statehood. 
There i is, however, th: | 





"the runaway province." 
the legal presentations in 
not change the fact that Pekin $ stanc 


1 icle 4 of e UN charter’ is LU 


































Taiwan being a part of the domestic e 
ritory of China, no matter wha re 
ers say about it. | 
Thus, anyone who supports. a dec 
laration of Taiwan independence i 


aiwan to choose suicide over tl 
'opl 
of Taiwan prefer the latter should be ob- 
vious. 

It is time that people outside. of 


people within Taiwan must face. To s y 


cessful. Taiwan story. Who in Taiwa 


David Lightie 





'Croak' advocates [13 Aug. ] ere ae 
fair play.” He tolerates criticisms o of th 


are malicious and. inaccurat 
pleasant facts. Why this double E 


‘Croak’ defends * ‘Singaporean’ S ; in 
terpretation of my remarks. ‘Singapo 


but he should not have put it in quota-. 
Furthermore, his inter 
pretation is wrong. | 

Singaporeans are pretty well in 
formed. There are 3,700 foreign pub 
cations in circulatio | 























hic deny d iis 
have their circulations f 


ewspape: 
y wi 
























derstand the 





t coincidental that REVIEW itself 
remained ostentatiously silent in 
debate in its letter columns. 
roak’ should not write off his in- 
ty to dispute my arguments as being 
to the style of the first generation 
ers. It is not for me to promise what 
he style of the second-generation lead- 
rs will be. They are perfectly able to 





le. 1 doubt their style will encourage 
tronising tail-twisting or contemptu- 
manipulation by foreign journalists. 

ris in charge of Singapore owes 
rate bel chose them not 


















IS, : oe "Heim anonymous 


he competence and style of the second- 
generation leaders when the time 
mi "^ . James Fu Chiao Sian 

Press Secretary to 
the Prime Minister 









































of abuse 


aes Fu [LETTERS, 13 Aug. ] is quite 


cious and inaccurate letters. Gan Kim 
(ong’s letter in the same issue. is an 
xample. 

: It is inaccurate to say that I claim the 
singapore constitution is illegal. It is 

icious. to put such. words in my 
outh. All T said was that the govern- 
had violated basic human rights by 
soning lawful citizens without 
|, and that such imprisonments could 
be justified by the re-election of the 
'vernment. since among the impri- 
ned were precisely those who had the 
sity and intention of becoming op- 
tion MPs. I must now add that those 
10 Organise non-violent pressure 
groups outside parliament are subject to 
imilar persecution in Singapore. 
. Pure legality cannot be a sufficient 
criterion. tO examine government ac- 
tions, especially when emergency pow- 
ers such as those given by the Internal 
Security Act (ISA) is involved. Legiti- 
macy is equally important. It may be 
epitimate to detain suspected spies 
nant trial when a country is at war. 
; Th h is now being 
trial for the 21st year 
nešteti Sin 




















uals who never 


-against similar inti 
d any act of vio- 


| committed or advo 





E 






$ right of E 





ted. *Croak' may pretend not to f 
difference between 
: restricted and being banned, but - 
wspapers understand perfectly. It 


rgue their own case and set their own | 





right about the REVIEW printing mali- | 


ngapore, and - 
is recently invoked. 


q stion pf ep j 


to contest in € lections, i 


state that the constitution T doss not dis: E 
T qualify them from being MPs, when | 

they cannot communicate freely with - 
the electorate; and when, on release, 
they are served restrictive orders which. 
forbid them from, among other things, 
joining or helping in any society without | 
| the written approval of the Internal 
| Security Department director. In the re- 
| cent arrests of 22 people, such restric- 


tive orders have been served on ail six 
Singaporeans who were released. 


And before Aline K. Wong [LET- 


TERS, 13 Aug.] looks forward to it, may 


I categorically state that I shall oppose, — 
997, the inclusion of 
| any provision in the Basic Law (Hong- 


before and after 199 








kong’s mini-constitution) that gives the 


executives of the Hongkong special ad- 
| ministrative region unfettered powers 


to detain people without trial, or to de- 


-prive citizens of their political rights. 
| Hongkong ` 


| Maintaining: t he: 


ources in foreign journals. Singapo- af 
eans will make their own judgment on 


; HAN Hon "wong 


‘Another ‘Apprehensive ‘Singar pore ean’ 





‘denies my categorical statement that the 
jovernment does not intend 
to create. an executive president. He 








Singapo 


claims, on the authority of unspecified 


. announcements made in the press and - 
-various reports," that the prime minis- 
ter himself intends to do so. Neither the | 


government nor the prime minister has 
made any such announcements. Would 


'Another Apprehensive Singaporean’ jd 


care to substantiate his claim? 3 
In alleging tampering | with the one- 


man-one-vote system, your correspon- 


dent conveniently: attributes to the 
prime minister and the minister for 


trade. and industry statements which- 


they never made. Both did indeed point 


. out that one man one vote can lead to 


freak election results that the electorate 


| neither anticipated nor desired. But 
neither suggested abandoning the prin- 


ciple. It is precisely because Singapore 


needs to preserve its democratic system 


that its citizens must understand the 


limits and potential hazards of one man 


one vote. 
As for opposition members not re- 
ceiving direct answers in parliament, 


when an MP asks questions solicitingin- | 


formation, he receives information. 


When he makes innuendoes, the reply — 
must demolish the innuendoes. When 


he persists in making completely un- 


founded and slanderous innuendoes, he. 
| is asked as an honourable gentleman to- 
repeat his words outside parliament - 
without the protection of privilege, so 
famed 


that persons who have been dei 
can clear their reputations by taking 
legal action against him. 





Only one MP — J. B. Jeyatétnam — | 
has made a habit of such innuendoes. 
. He invariably failed to repeat them out-. | 


side the House, on one occasion despite 
the ac c requet of the chief justice 






y 
Tong to : ! 
parliament, because he does not make 
such allegations. Once when he made |. . 
an improper imputation he withdrew his®| 
remark and apologised. 

Because Jeyaretnam was the first |. 
Singapore MP to present this problem, |. 
the Singapore parliament did not until 
recently adopt powers common to every 
sovereign parliament to discipline those 
who systematically abuse its privilege. 
Other parliaments have disciplinary |... 
powers because they too have exper- |. - 
enced hooliganism among their mem- 
bers. Because these powers are in place, 
hooliganism has been checked. 

In attacking the Newspaper and 
Printing Presses (Amendment) Act 
(NPPA), the Law Society was not com- 
menting on the technicalities of the law, 
in which it is expert, but on the efficacy 
of the law to discourage foreign press in- 
terference in domestic politics, a subject 
beyond its competence, and on which its 
views have been proved utterly wrong. 

It is because the NPPA has been effec- 
tive, not least when used against the 
Asian Wall Street Journal, a newspaper 
under the same ownership as the 
REVIEW, that the foreign press have 
been vociferous in denouncing its ini- 
quity. Gan Kim Yong 

Press Secretary to the Minister 
Singapore for Trade and Industry 









































I strongly Bader the sentiments ex- 
pressed by Minister for Foreign Affairs 

hanabalan at a national day dinner as 
reported in the Sunday Times on 2 Au- 
gust in which he is quoted as saying: 
poen: now, regardless of race 
or language, are beginning to feel that 
we arc dif erent.” 

I am proud to be a Singaporean and 
when I am on one of my frequent over- 
seas trips, I am always ready to sing the 

praises of my homeland. However, on 
my recent return from such a trip, I had 
as usual to fill in a blue disembarkation 
form to hand in with my passport to the 
immigration officer. One of the items 
on this form requires the identification 
| of one's ethnic group. (In this context I 
am officially an “other”!) 

I have always deliberately left this 
item blank as I feel it serves no useful 
purpose, is demeaning to those of us 
who consider ourselves Singaporeans. 
first, and I feel that it is vaguely 
threatening in some subtle indefinable 
way. The same applies to the classifica- 

i ton by race on our identity are 
feel that this kind of labelling is. 
"s ‘unhelpful in the effort to forge a 
homogeneous Singaporean identity and. 
that we should do away with this ana- 
: chronistic colonial legacy without delay. 
vitable invocation in the name of 
| “statistical record: z ” fails to impress. mo D 
| Singap ‘Hebert Crate 
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charges in a US rt of illeg- 
¿i ally transporting: explosiv 
|. have caused death e 


: cos "Light-a-Fire' movemen of. the 
early 1980s. _ i à 


| Page 10 

4 H ig's. 14K tiad criminal organi- 

SE oo consolidates control over the 
-heroin trade in the Netherlands and 

parts of northern Europe. 


Pages 12-17 








Paias Wingti: manages to woo enough 
-support away from Michael Somare to 
-| -retain his position as prime minister of 
j Papua New Guinea, but a potential 

logging scandal could prove an em- 
. "barrassment for his government. 


| Thailand is anxious that the US-Hanoi 
oomen on. ‘humanitarian’ aid 
might erode Asean's stand against 
| ironia Vietnamese occupa- 


| Anew flood of boat-people refugees 

|. is worrying Hongkong — this time not 

from Vietnam but from resettlement 
farms in China. 


_ Page 28 





| North Korea rejetts the South's new 


- offer for talks on political reconcilia- 
tion, but keeps up the pressure for a 
larger share of the 1988 summer 


Olympics. 


Pakistan, which 





20 | 20 August 1987 


ma atn ei bani e E NM rim rtr as P IARE ANA aA. 


lied 15 August 1947, India's 





pres 


Japanese Government efforts to re- | 
form a tax system which has re- 

 mained unchanged since 1949 and 
| has underpinned the country's import 
. resistance, are foundering in the face 


of stiff opposition. 
Page 53 


South Korea's political reforms have | 
sparked a wave of strikes and | 
| prompted business groups to de- | 
mand an end to government interfer- . 


ence in the economy. 


Page 54 
Hongkong's policy of banking sec- 
recy is hindering moves to curb large- 


| scale laundering of offshore illegal 
funds and stamp out commercial | 


crime. 


paw: 


Japan is rushing ahead with plans to | 


build up to 17 synchrotrons, or parti- 


cle accelerators, as the production | 
tools for the high-powered micro- 
| Projects: One ore another in ong 


chips of the 1990s. 
Page 62 


Rapid expansion of prawn farming by Q 
Asian countries keen to cash in on 


high export prices may soon produce 


a glutted world market. 


Page 66 


Indonesia sets out to reignite its list- 
less stockmarket by introducing over- | 
 the-counter trading. 


Page 67 


The Hongkong Government decides 


not to decide on the legality of en- 


 hanced voting right B-shares. 


Page 74 
Creditors and shareholders of the 
debt-laden Thai group Mah Boon- 


krong are tocked in a bitter battle with 


management for control of the listed 
COPPA, - 





estiny.' That day, India became an indepen- | 
ation the Subcontinent having been split along the . 
artition Agreement signed by Lord Mountbat- 
ting the British Raj as it disappeared into his- 
-decades later, ARTS & SOCIETY editor lan | 
rrespondents Salamat Ali in New Delhi and Hu- 
qani in Islamabad and contributors Jagdish Bhatia 
Aalhotra examine the separate paths taken by 
| again split in 1971 to form | 
it has been a 40-year search for nationaliden- | For 
tween Muslims and Hindus in India and by an i^ 
jle of Islam in Pakistan. | 
hri Bily Leung. 
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Hindu versus s Musim, thei ire am 
believers 
You say English, | say Hingish — 

< Indian memories mm the shies o 

the Gandhis . 
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lae Jung's formal joining | 
he opposition Reunification 
mocratic Party (RDP) on 8 
ust foreshadows a tussle 
RDP president Kim 


candidate for the presiden- 
al election in November or 
ecember. While their earlier 
alry paved the wa for the 
iy takeover by President 
un Doo Hwan (then head of 
ie Defence Security Com- 
d) in 1980, neither has yet 
en up presidential ambi- 
ns, except to agree that a 
ngle candidate j^ chosen 
based on consensus. rather 
than [competitive] voting." 














Th 


ongs and even some stage 
works it considers cause "grief 
‘and sorrow, and decadence” 
will be. relaxed from this 


| liberalisation, the ruling 


sion on 8 August said anyone 

nay publish a book without 
rst seeking official permis- 
on. Also, about 1,000 pop 
songs the authorities viewed as 
containing lyrics critical of the 


independent ethics com- 


ya 
«= Shim Jae Hoon 


Hee. 


aysian Prime Minister 
d, on 11 August, filed a 
Ecónomic Review, alleging it 
had defamed him in its edition 


about a purported proposal to 
sell Limbang — a part of the 
state of Sarawak — to Brunei, 
which has a longstanding claim 
on the territory that divides 
Brunei into two parts. At the 





and the REVIEW. published a 
retraction and apology in its 4 
June issue. Mahathir now 
-- claims in his wfit that the word- 


damaged his character. — 














junction to stop the f 






oung Sam over the choice of | 


mate 


rning books, magazines, pop | 


month „Following recent politi- | 


emocratic Justice Party deci- | 


vernment will be reviewed | 


| tu k Seri Mahathir Moha- 


it against the Far Eastern 


of 21 May this year in a report | 


ime, Mahathir issued a denial 


ing of the retraction further 


Mahathir is seeking. un- 
specified damages and an in- 
REVIEW forces. 


_ | from further publishing similar | eu 


reports. The Attorney-General © 
of Malaysia is representing 
Mahathir. The REVIEW said it 


| would contest the action. 


— Suhaini Aznam 


| Manila offers to - 
Menta of | 


* aq? * » * 
During Philippine Vice-Presi- 
dent Salvador Laurel's first of- 


ficial visit to Malaysia on 10-12 | 


August, he reiterated Manila's 
willingness to take back an esti- 
150-300,000 Filipino 


Muslim refugees “in Sabah 
state, though any. conditions 
for a repatriation programme 
are yet to be worked out. 

The Filipinos who sought. 
refuge in Sabah in the 1970s 


and early 1980s were welcomed | 





by previous Muslim-led state 


which for 
reasons 


governments, 
domestic political 


wanted to swell the Muslim | 


population in the ethnically 
mixed state. But their large 
numbers in refugee ghettos, 
and claims that Malaysian 
citizenship is easily available to 
them, worry today's Christian- 
led Sabah government. | 
— Suhaini Aznam 


€ gh nsi de 


The Indonesian Government 


has received a special Iranian 
envoy, Deputy Prime Minister 
for Law Ata-ul-Allah Mohaje- 
rani, sent to seek support for 
what Iran called a US-Saudi 
Arabian conspiracy against 
Islam — the killing of 400 pil- 
grims, mostly Iranians, during 
an anti-US demonstration in 
Mecca. Although President 
Suharto and Foreign: Minister 
Mochtar Kusumaatmadja, met 
the envoy privately, the official 
. line was to play down the visit. 
Jakarta accepts the Saudi ac- 
count that Iranian demon- 
strators got out of hand and 
.had to be quelled by security 
— Vaudine England 





| | with gross assets of HK$2.7 bil- 
lion and issued capital of | 
| HK$100 million. The buyer 
| was required to meet at least | 
|| three criteria other than price. 
| A good name; commitment to 


| staff. 
| Indian shipping line 


quired through a series of res- 


cues 
kong Industrial and Commer- 
cial Bank, a 14-branch sub- 
sidiary of Overseas Trust 


Bank, will be sold to the locally | 
incorporated Dah Sing Bank, a | 
small but well-regarded institu- - 
tion with 14 branches, in which | 
the Standard Chartered group | 
has a stake of slightly more | 
| than 10%. The sale price is 
HK$531 million (US$68.1 mil- | 


lion), a hefty bite for a bank 


keep the network of branches, 
and agreement to retain all 
— John Mulcahy 


in receivership 
gation C 
quated vessels has been taken 
over by a receiver for the pub- 


| lic-sector creditors to which it | 


owes Rs 1.25 billion (US$95.4 


million). The move came after | 
directors, mostly from govern- : 
ment-run financial institutions, | 
| refused to even meet with rep- 


resentatives of a London-based 
Non-Resident Indian who had 
offered a US$9 million rescue 
plan for India’s oldest and sec- 
ond-largest shipping company 
(Review, 13 Aug). 
pao of the receivers will be 

ack pay for staff and settling 


trade debts. The line’s vessels | 


may be leased to other firms or 
sold off at distress prices; alter- 
natively, Scindia might be in- 


corporated into the state-run | 
| shipping corporation. | 
— Lincoln Kaye. 

















is r 


After nine months of tortuous 
negotiations, the US and Japan 





have reached accord over regu- | 


lations governing the sale of 
. US supercomputers to Japan- 


ese Government agencies. The | 


exchange of letters between 
US trade 
Clayton Yeutter and Japanese 


ambassador to the US Nobuo | f 
Matsanaga provides for greater | 
transparency in what US firms | 


















































































| possible to sell US supercom- 





Pankit Scindia Steam Navi- | 
o.'s fleet of 22 anti- 


First 


representative | 














si 


| puters to the public sector in 
Japan. US firms have charged 
| that Japanese companies have © 


. panese Government as well as- 
to universities in both nations 
at discounts of up to 80%. The | 
: new accord does not cover pric- 
ing, raising questions as to 
whether the issue has actually — 
been resolved. "EL 

— Robert Manning 


tale for third month o 


Japan's trade surplus, before 
seasonal adjustment, fell in 
| July from its year-earlier level 
— the third such monthly de- 
cline. Last month's surplus was 
| US$7 billion, against US$8.2 
billion in the same month of 


peers CUR An "o 


| 
| 1986. Higher oil prices and a 
| 32% surge in purchases from 
| the EC hel boost imports 
i by 20% to US$12.9 billion. Ex- 
| ports also rose — by 5.4% — to 
ia record US$19.9 billion, 
| partly due to a 10% rise in car 
exports to the US. 

— Nigel Holloway 


promise reached 
Philippine Secretary of Fi- 
nance Jaime Ongpin on 11 Au- 
gust announced a compromise 
in the government's high-visi- 
bility dispute with Barclays 
Bank over the government's 
liability for US$57 million in 
loans to Planters Products Inc. 
(Review, 13 Aug.). Using a 
complicated mix of. methods 
liquidating some of PPTs assets 
and swapping debt. instru- 
ments, the government's expo- 
sure will be brought down to 
US$17.12 million, Ongpin said, 
while PPI itself will gain peso 
proceeds from a sale of debt- 
to-equity paper held by other 
creditors. — James Ciad 


The. contract for Malaysia’s 
M$3.4 billion (US$1.3 billion) 
north-south highway | roject. 
will soon be awarded to United 
Engineers (Malaysia), or UE, 
according to Works Minister 
-Datuk Samy Vellu. Since UE 
was given a letter of intent 
last December, it has been 
revealed that the company's 
50% controlling shareholder, 
Hatibudi, i* owned by the 
United Malays National Or- 
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government. — Nick Seawai 
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- HUSHED REPRIEVE | 
| Despite the outcry in the US, 
{Toshiba sale of advanced te 
^4 tothe Soviet Union, the 
has quietly decided to li 
i suspension against th 
| company bidding for d 
contracts. One im 
consequence: a Tos 
| sensor unit for: 
system which Japa 
| the US Hae soor 
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opposition lead 
.| moving to have 
| Gen. Park He 





VL | rem. mplying the 
PS army might stage Ô p should Kim 
;.| run for the presiden 
matter of principle [of keeping the 
army out of politics] on which we must 
make our position clear," saida ~~ 
prominent Kim follower. Demands 
for Park’s removal will soon be - 
put to the national assembly's 
defence subcommittee. Park was 
called to appear before the 
committee to explain his remarks on 
11 August. | 


SALE GROUNDED 


Britain's refusal to grant Malaysian 
Airline System (MAS) two more © 
flights a week to London has cost 
British Aerospace the sale of its new 
Advanced Turboproptoreplace — 
MAS’ ageing fleet of 11 F27 Fokker 
Friendships. Now the likeliest | 
contender for the M$200 million - 
(US$78.6 million) contract is the 
smaller ATR42 developed jointly by 
France and Italy. MAS has been 








- More than 100 people were injured in a 
a ee police and job seekers (7/ 
“E | 






3 Six waren Have bees arrésted for 4 start- 


E | re in the northeast. Seven leading her- 


*.] balists; acupuncturists and masters of qigong. 
^j are going to Harvard next year to do research | 


| on AIDS (8 Aug.). 

HONGKONG | 

The government is holding emerge 
meetings with China over the flood of 
Eines Totes from China (7 Aug. ). 










Prime Minister Gandhi denied that he 


artillery from Bofors of 
( ast 90. Tn * were 






ing. the forest fire which killed nearly 200 - 


ncy 
let- 


of his family profited in- 


de extra flights to Paris and to _ 
1e as an inducement. The Dutch 
kker F50i is believed to be out of 





ANOTHER SHULTZ MAN 


The new US ambassador to the 
Philippines, Nicholas Plat:, has 
chosen Kenneth Quinn as his deputy 
chief of mission, one of the most 
important of such slots in the US 
| foreign service. Like Platt, Quinn 
comes from the executive office 
serving US Secretary of State George 
Shultz. 


BROTHERLY CONCERN 


| When Indian 
. | Prime Minister 
> | RajivGandhi was 
E struck with a rifle 
* | butt by a Sri 
Lankan naval 


\ | on 30July, 
| President Junius 
| Jayewardene > 
urgently asked 
a him if he was all 
right. Gandhi replied that he was 





should be worried about his own 

| safety. The next day, Gandhi called 
Jayewardene from New Delhi saying - 
that he could immediately despatch 


| two Indian Navy frigates, with a 


squad of specially trained Gurkha 
commandos, to improve the 
president’s security. When. 

| Jayewardene agreed, two ier 


| duly appeared off Colombo, and 


have been anchored within quick 
helicopter distance of Jayewardene's 
Official residence ever since. 


‘eared dead when a bus plunged into a canal 
in Uttar Pradesh state (70 Aug.). One of 
| Sikhism's top priests, Darshan Singh, abdi- 
|. cated his pe in protest over Sikh violence 
| (ll Aug. ). - 


JAPAN 


Four japanese admitted in court that they | 


sold stolen US military documents to Soviet 
and Chinese buyers (7 Aug.). Relatives of 


jumbo that killed 502 are seeking US$6.5 
million from the airline and Boeing (8 Aug.). 


i NEPAL 
^ Atleast 98 people died in floods and land-. 
slides Moped by heavy. rain in late June (6 


PHILIPPINES 


‘Communist rebels killed the vice-mayor. 


of Bangui, north of Manila, after attacking 


rating in Colombo 


| Moscow in 1975, seven years bef 


| fine, but said it was Jayewardene who - 


| million (US$770,000) to publish a 


victims of the 1985 crash of a Japan Air Lines | 


| comalee (6 Au 
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| New questions are b 
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Soviet Union acquir 
Soviet sub used for 
Soviet qi marines. N 
lookin 
:&ongsb m the p regi 
firm that helped Toshiba | 
hi-tech milling machines to prodi 
quieter submarine propellers, 

have diverted similar technolog 
















the Toshiba deal. 
MEDIA EX 


While Th tive 
English- reet dally the Bangkol 
| Post is closing its sister evening p 

the Bangkok World, the rival d daily 
The Nation is embarking on ^. 
expansion. From early )!ctober, | h 
Nation group will invest Baht 20 © 

































| Thai-language business daily. And 
pending the outcome of a continuin; 
feasibility study, it is also toying wit 
the idea of publishing an evening ` 
edition of The Nation to fill the gap 

left by ne Bangkok World. : 






























the Manila suburb of Marikina in juring 
workers (6 Aug.). President Aquino anno 
ed; a crackdown on illegal firearms (/0 Aug 


Roh Tae Woo i is formally elected : 
| of ruling Democratic Justice Party as: 
of labour unrest spread across the cà 
Aug.). Kim Dae Jung agreed to joi! 
Young Sam's opposition -Reunifica 
Democratic Party (7 Aug.). 


| SRI LANKA Rs 
Tamil rebels began — € thi 
weapons following the peace agreemer 
The. US ambassador denies: [uat € 
that the US. plans to set up*a base at 
). The E ene 

| the release. of 1,700 
Aug.). A further 667 
(11 lug.). The gover: 
zens to surrende -Hepi 
10-year pres fete tT | 

















By James Clad in Manila 
"he arrest in July of Steve Psinakis, an 
American close to many prominent 
‘ilipinos, has generated one of the most 
wkward tangles in US-Philippine rela- 
ions since President Corazon Aquino's 
overnment was formed in February 1986. 
^ Psinakis faces prosecution in a US 
ederal court for illegally transporting 
xplosives to the Philippines in the early 
980s. If the case gets to court, the evi- 
dence will almost certainly reveal in- 
olvement in terrorism by Filipinos now 
olding important positions in the 
"Aquino government. While in exile 
many of these people were in close and 
onstant touch with the president’ s late 
husband, Benigno. 

“The Aquino go overnment is now ap- 
plying heavy and high-level pressure to 
- stop the case from going to trial. The 
, reason seems clear enough. The 

_ REVIEW understands that the charge 
sheet against Psinakis includes material 
linking the allegedly transported explo- 
Sives- to bomb. blasts that killed a 
number of American citizens visiting 
Manila in the early 1980s. At that time, 
and since, Psinakis had close links to 
Self-exiled, emigré Filipino politicians 
inthe US during the era of former presi- 
dent Ferdinand Marcos. These politi- 
cians now hold important positions. 
-After its initial surprise at Psinakis' 
arrest: on 7 July, the Aquino govern- 


public. In private, however, the reac- 
tion has been vocal and insistent. 
ie observers note wryly that the 
akis affair has provoked more 
vernment cohesion than any other 
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Friad crime exports 


! y John Mulcahy in Hongkong 
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ment became silent about the case in- 


AN embers of Hongkong's powerful 14K triad syndicate 
have Fonds almost exclusive control of heroin trade in 
therlan e elsewhere in northern Europe, Dutch 
reports say. Separate information, dis- 

the ele network, refers to a planned 

gangs comprising the 14K, dis- 
cent summit meeting, or “sitdown,” of the syn- 


Bich police i is the threat of a re- 

‘between Hongkong and Singa- 

-pore triads for control of the Euro an drug market. Al- 
though the Hongkong-linked syndicate has gradually re- 
y, after battling against lower-priced 
northern Asia, the lucrative trade is coveted 
TS and the e European mafia. 


issue during its 17-month existence. 

Vice-President Salvador Laurel — 
often out of step with other members of 
the government — has telephoned US 
Chargé d'Affaires Philip Kaplan a 
number of times about the matter. 
Members of the cabinet and of both 
houses of the new Philippine Congress 
have also lobbied the US Embassy. Of- 
ficials repeatedly tell visiting Americans 
how upset Aquino is over the affair. The 
government is not conducting the dis- 
pute through Manila's robust and often 
partisan press — a sign, some say, that it 
fears the consequences of a public airing 
of the problem. 

Reacting to criticism, the Americans 
point out that Filipinos. should know 
well enough that their government's 
executive branch cannot interfere in the 
judicial process. For their part, Aquino 
advisers find it hard to equate the 
Reagan administrations public en- 
dorsement of Aquino with US reluc- 
tance to prevent disclosure of damaging 
information about prominent people in 
her government. Aquino herself finds it 
especially difficult to believe that the 
embassy had no advance warning of 
Psinakis' arrest, as it claims. 


The charges against Psinakis arise 


out of a period of violent opposition to 
Marcos. Beginning in the early 1980s, a 
rash of bombings and arson occurred in 
Manila. At one stage some of these inci- 
dents were claimed by.a group identify- 
ing itself as the "Light-a-Fire" move- 
ment. In some incidents; such as hotel 
fires, foreigners died — including Ame- 
ricans. Àn American travel agent died 
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in a bombing of a major: convention | 
centre. Bombs also went off. in hotels 
and department stores. — -> | 

Some among the Filipino emigré | 
community in the US also dabbled in 
gun-running and other underground ac- 
tivities during this period. One of those, 
Charles Avila, has also been charged in 
the same indictment that led to Psinakis' 
arrest. He is a director of the United 
Coconut Planters Bank. Others close to 
Psinakis include Jose Luis Alcuaz, now 
a prominent Transportation and Com- 
munications Department ‘official, and . 
Tomas Achacoso, now head of the 
Philippine Overseas PEDE Ad- 
ministration. — 





A jailed for the convention- 
centre bombing, Doris Baffrey, also 
had close links to Psinakis. So did Jerry 
Esquerra and others associated with the 
so-called "August 21 Movement," or 
ATOM. This comprised younger anti- 
Marcos activists who had as one of their 
mentors Sen. Agapito “Butz” Aquino, 
the brother of Benigno, who was mur- 
dered in 1983 on the date ATOM com- 
memorates. _ 

But Psinakis’ contacts go much 
higher than these, reaching many 
emigré politicians now back in power. 
Married to the daughter offone of the 
most influential  pre-martial law 
families, the Lopezes, Psinakis himself 
claims he played a significant role in 
evicting. Marcos, He has written ac- 
counts giving prominence to:his role in 
emigré politics, including a volume enti- 
tled Two Terrorists Meet, about a meet- 


Reports of the London 14K meet- 
ing claim its primary purpose was to 
devise a strategy for dealing with 
criminal elements 
loosely known as the Big Circle Gang, 
hk trespassing tradi- 
tional 14K territory. The Big Circle 
Gang, or Dai Hoon, is a term used to 
describe disaffected Red Guards, who : 

and after the Cultural Revolution. 
While commonly viewed as a new 
triad grouping, the Bi CircleGa gap- 
J pears to have no traditional rituals or — 
its collective activities in or- 
ave in the past s groups 
e form rmer ag 











ing with Imelda Marcos in New York. 

Newly elected senators Ernesto 
Maceda, Heherson Alvarez and Raul 
Manglapus are some of Psinakis' promi- 


nent friends. So is senate president 
Jovito Salonga, formerly chairman of 
the Presidential Commission on Good 
Government, a powerful agency set up 
to investigate Marcos "crony" assets for 
which Psinakis has done work. And, not 
least, the 55-year-old American of 
Greek origin was also close to Benigno 
Aquino himself. 

At the time, oppositionists justified 
their flirtation with violence as neces- 
sary to oust the Marcos dictatorship. 
Sometimes this even included familiar- 
ity with violent anti-government tactics 
used by separatist Muslims. Both Butz 
Aquino and another emigré politician, 
Noberto Gonzales, became close to 
prominent Moro National Liberation 
Front guerillas during the late 1970s. 

Whether terrorism ultimately had 
much effect in ousting Marcos is debata- 
ble. But one thing is clear: publicised 
disclosure of these past activities could 
badly tarnish the Aquino government's 
shining reputation in the US. Terrorism 
has a poor press there, as it does in most 








e numbers of 


“If you strip away the triad side, what you get is syndi- 
cated crime," says Superintendent Brian d of ae 
kong’s organised and serious crime group. Hongkong did ex- 
orti crime syndicate members in 


of the rest of the world, and if the pro- 
secution of Psinakis reveals direct ties 
between Aquino government politi- 
cians and terrorists killing US citizens, 
“there will be hell to pay,” as one Philip- 
pine senator put it. 


he US authorities detained Psina- 

kis in July at San Francisco’s air- 
port after a US federal grand jury issued 
an arrest warrant. Freed on bail, Psin- 
akis arrived in Manila later in the 
month for a visit of several weeks to 
lobby for lenient treatment. He re- 
turned on 10 August to San Francisco, 
where the prosecution's preliminary 
hearing was scheduled for 14 August. 
He returned voluntarily — surprisingly 
there is no extradition treaty between 
the US and the Philippines. 

Meanwhile, Psinakis Manila friends 
sense a conspiracy. They mutter darkly 
that the indictment was issued for “poli- 
tical reasons" and wonder why the ar- 
rest occurred in July, a full six months 
after the US Justice Department had 
sought an indictment from the grand jury. 

But his friends are also worried. The 
REVIEW understands that the grand 
jury may have already issued other seal- 


inH 
tain 


what the police seem to be 

ong has endorsed the joint 
China on the future of the territory. v 
Hongkong, Merritt said, has 50 to 60 triad societies, of 





ed indictments. They could result in 
more arrests when and if US authorities 

ain access to suspects travelling — as 

ilipinos often do — to the US. If these 
lead to more trials, still more embarrass- 
ing information could emerge, cloud- 
ing further US public perceptions of the 
Aquino government. 

The Psinakis affair is ironic in Man- 
ila's current political context. The presi- 
dent is now reacting to a terrorist cam- 
paign qoe sv by the assassination of 

al Government Secretary Jaime 
Ferrer on 2 August. Stung by vehement 
criticism of her government's failure to 
stop assassinations, Aquino has an- 
nounced a series of measures involving 
more roadblock checks, raids on caches 
of firearms and tighter controls on im- 
porting weapons. 

"The more [terrorist suspects] you 
catch, the more important the suspects 
you catch, the more you will rise in my 
esteem and the greater will be m 
gratitude and that of our people," 
Aquino told a gathering of police and 
Philippine Constabulary notables on 9 
August. As of 11 August, however, the 
suspected killers of Ferrer had not yet 
been caught. Oo 


is that organised crime 
tion between Bri- 





The 197 ; following a major crackdown on corruption in the 
territory. Hongkong icates have also conducted oper- 
ations with Japanese yakuza gangs and the US mafia. 
European and North American police insist the incidence 
e triad activity is increasing and attribute this to 
emigration. But, "3 erritt, people have been leaving 
Hongkong since 1840 and very few of these emigrants have 
e in o crime. Still, from humble roots, Hong- 


kong's tads have graduated to more sophisticated forms of 
pares A and have their activities, ed to North 
America and Europe, can be highly pro . Perha 

more important, say, is the environment in which the 


triads should be able to operate after 1997. 

Many activities now being conducted by organised crime 
syndicates in Hongkong are common in China, Merritt said, 
and there is no reason to believe life would be made more dif- 
ficult for the territory’s triads under Peking rule. Indeed, 
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which 15 feature in police re . Estimates of 
triad membership vary from 80,000 to 100,000 and their in- 
fluence is pervasive, from “protection” of restaurants and 
nightclubs to monopolies of legitimate businesses, such as in- 
terior decorators in the housing estates and even government 
fish and fresh-produce markets. Extortion is so common that 
in some areas the practice is called TAT (triad added 
tax). d. 
Elsewhere in the region, reports suggest Hongkong crimi- 
nal elements have been moving in on gambling establish- 
ments in the pines, shifting huge sums of —! 
legitimate casino in Manila. Whether this is part of an 
rate la exercise is unclear, but police in Manila are 
claiming Ho 


ong triads are involved. o 
Hongkong, a Chirrese laundry: page 54 
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ousted by his then deputy, Sir. Julius 
Chan, in a vote*of no-confidence in 
1980. Somare vindicated himself by 
winning the 1982 election, only to have - 
his majority stolen again by a break- 
away deputy, this time Wingti, in 
November 1985. | à 

Affectionately known throughout 































res tin Papua N New Guinea, Pune 
ister Paias Wingti has put together i à | 
government. But with only six 
is in power before a vote of no- 
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ment and started allocating ministries. 
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‘u and Warren Du l E body-sngtchiing. battle, PM big 
"arties attem pting a national. appeal | fmen strove to isolate their MPs from 
ereda loss of numbers, with more | approach by holding “camps” in 
ndepenc den s and. groupings around | as far afield as Cairns, Au ralia. The 
mer (Melanesian-style local. | hotels of Port Moresby were awash with. | 
'rall.the-new parlia- | MPs and political schemers. One So- beides nt 
tter t educated mare MP defected twice to Wingti be- | nered more 
lY fore returning to the fold. According to. | fi | 
. | Somare, a senior minister in Wingti's | 
; | group tried physically to. haul the same. | 

s |-MP out of Somare's office an hour be- 

Oct ent against the 26- | fore parliament met. =< 
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When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrous 

[te founders saw clearly the need for deluxe accommodation in Hong Kong and responded by selecting the territory's pris 
location and spared no expense in Construction and featus 

And now history repeats its 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrous 

Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with the latest in-row 
communications technolc 

We are committed to providing the best service to travellers worldwide. We made that commitment with our first ho 
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he Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel. 
1 fact, we live up to our commitment in all Peninsula Gr up operations, from the deluxe Manile Peninsula to the spacious 


'arden Hotel in Guangzhou to the highly-acclaimed Jianguo Hotel in Beijing and the recently THE 
'stored Repulse Bay Restaurants in Hong Kong. PENINSULA 
nd we will continue the commitment with our newest hotels, the Portman Hotel in San GROUP 
rancisco (A Peninsula Group Hotel Affiliate), opening July 1987 and the Portman Shanghai, Aet. 
pening mid-1989. Rather than rest on its laurels. The Peninsula Group understands that it is only Y ; 


s good as its last success. 


One of the many attractions which lure travelers to Switzerland, 
: again and again. > 





Of course you won’t find the Tower Bridge in Switzerland. But our headline is true 
nonetheless. Because more and more travelers are now choosing to fly via Switzerland 
to points all throughout Europe. In Switzerland's compact and comfortable airports they 
can get especially quick connections, for example, to London, Manchester and Birmihgham. 
What's more. all Swissair aircraft - on intercontinental flights as well as those whithin 
Europe - offer a choice of First Class, Business Class or Economy Class. So if you're 
fluing to England, make sure to take in the attractions. Especially those waiting for 


you in Switzerland. swissair "i 
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ond tranche from public revenue for po- 








litical opportunists. 
Another expensive institution is the 
3.500-stron efence Force which 


costs Kina 33 million (US$30 million) a 
Year and has little to do. At the same 
time, the Kina 42-million-a-year police 
force is desperately ill-equipped, 
poorly-trained and under-manned in 
the face of a serious crime problem. 
Wingti is planning to cut 500 men from 
the Defence Force later this year, possi- 
bly transferring them to some new 
mobile-squad role with the police. 
Wingti's theme is to convert earnings 
from depletable mineral resources to in- 
vestment in the renewable agricultural 
and fisheries sectors, where it would 
have the most widespread and endurin 
impact on living standards of the 3. 
million people. How he pex to go 
about this is still left vague, but seems to 
revolve around channelling mineral 
earnings into rural credit schemes. 

















I^ the short term, however, a grab by 
sectional interests for a slice of the ac- 
tion has delayed the Misima Island pro- 
ject, the first of three new gold mines 
that will more than double export earn- 
ngs from the existing Bougainville and 
Ok Tedi copper and gold mines. This 
has added to tax shortfalls that have 
undercut Wingti's success in cutting ex- 
nditure in the 1986 and 1987 budgets. 
ntil the new mines — and possibly the 
country's first oil from the lagifu field — 
come on stream in the early 1990s, gov- 
ernment revenues will be squeezed. 

And rather than offering cheap cred- 
it to producers, which has had mixed 
success in the pns many analysts be- 
lieve the best the government can do is 
to improve the conditions for private ac- 
tivity by making sure taxes give the 
right incentives; clamping down on the 
"raskol" criminal gangs that have 
moved out of Port Manor to provin- 
cial centres; improving transport and 
communications; starting a population- 
control programme, and improving the 
capability of the workforce through 
education and public-health schemes. 

Despite sharp cutbacks in untied 
budgetary support from Australia, 
Wingti's 18 months in office show only 
limited progress towards unlocking the 
large amounts of foreign aid waiting for 
PNG from Japan and elsewhere, if only 
Port Moresby can identify projects and 
priorities. 

For the rest of the current parlia- 
ment, Wingti or any responsible re- 
placement will have a hard task reining 
in expectations raised by the "hype" 
surroundjng floats of gold and oil 
explorers on the Australian and Hong- 
kong stock exchanges. If the high wages 
and benefits available in the mining 
sector were to be demanded in farming, 
eiu and fishing, it could under- 
mine those sectors in the same way oil 
corroded the rest of the Nigerian econ- 


omy. o 
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AL 
A former PNG minister and Ghazali named in inquiry /4—75:5,. ^ 


Nu possible extent of Prime Minister 
Paias Wingti's task in keeping politi- 
cal and fiscal discipline amid expecta- 
tions of a minerals boom has been indi- 
cated by evidence given to a judicial in- 
quiry into Papua New Guinea's US$61 
million a year log-export industry — 
from which allegations were drawn of a 
conspiracy involving the minister con- 
cerned and business interests in Singa- 
pore and Malaysia. 

The commission of inquiry, under 
Justice Thomas Barnett of the Supreme 
Court, was told by investigating counsel 
John Reeve in his opening address on 6 
August that the apparent conspiracy in- 
volved former PNG minister for forests 
Ted Diro, former Malaysian foreign 
minister Tan Sri Ghazali Shafie 


and figures linked with the defunct Ma- 
laysian Overseas Investment Corp. 
(MOIC). 

Reeve alleged that all were involved 
in a logging project by the Singapore- 
based Angus group of companies in 





PNG. After being improperly granted a 
forest concession by Diro, who retained 
a secret 35% beneficial interest, the 
venture had, through its financial 
shortcomings and disregard for controls 
on tree-felling, resulted in *sad" effects 
on the land and local people. 

On the first kiber shipment, the 
parties effected a “transfer-pricing” 
scheme by dual letters of credit to shift 
nearly US$60,000 in profit to the low- 
tax regime in Hongkong. Written evi- 
dence would show, Reeve said, plans to 
transfer profits of US$9.4 million to a 
dormant company in Jersey, one of the 
British Channel Islands, for distribution 
to the partners. Reeve alleged the “ac- 
tive assistance" of Japan's Sanko Co. 
and Hongkong's Bank of Credit and 
Commerce (BCC) in the initial price- 
transfer deal. 


Diro, who made a brief appearance 
at the commission before Reeve's open- 
ing statement, later denied the allega- 
tions. In a preface to his statement, 
Reeve also cautioned that “it may well 
transpire that first impressions are not 
correct when complete answers are 
available and established." What might 
seem in early stages of a hearing 
“dubious or downright dishonest 
might be “adequately and innocently 
explained.” 

Reeve's statement said the Moles 
had its beginnings in a opaa ay- 
sian ministerial visit to PNG in 1984, 
which included Ghazali and then MOIC 
managing director Mohammad Abdul- 
lah Ang (formerly known as Ang Swee 
Kang). Ang was jailed for eight years by 
the halen High Court last De- 
cember for criminal breach of trust in 
April 1985 while at MOIC. The sen- 
tence was reduced to four years on ap- 
peal. MOIC was liquidated in mid- 1986, 

With the blessing of both govern- 
ments, MOIC began exploring hotel 
and timber projects. A July 1985 meet- 
ing in Port Moresby included on the 
MOIC side Ang and Ghazali and — at 
the request of then PNG prime minister 
Michael Somare — Diro, member of 
parliament for Central province, near 
the BY tus Gadaisu forest conces- 
sion. MOIC executive Cheah Foong 
Chin remained in Port Moresby as 
MOIC representative. 

By this time, rumours of MOIC’s fi- 
nancial problems were circulating in 
Malaysia and, by September 1985, Ang 
had resigned as MOIC chief. But appa- 
rently, Reeve said, in March 1985 An 
had established a company call 
MOIC Investments in Singapore. This 
allowed a "confusion of identity" which 
was used in PNG for a “slide” of ac- 
tivities from MOIC to the Singapore-re- 
gistered MOIC Investments. In Oc- 
tober 1985, two other Singapore com- 
panies were established, Angus Invest- 
ments and Angus Trading. 

Still a backbencher at that time, Di 
became beneficial half-owner of two 
local shelf companies that were turned 
into Angus Joint Venture and Angus 
(PNG) and, in the initial stages, was 
chairman of Angus (PNG). Tabled 
documents showed that MOIC-Angus 
companies rented an apartment owned 
by a Diro-controlled company, bought 
and shipped him a Jaguar car from: 
Singapore and helped him buy or lease 
two other cars. But in October 1985, the 
forest minister rejected the proposed 
timber peces at Gadaisu * 

On 25 November 1985, the govern- 
ment changed after Wingti defeated So- 
mare in a vote of no confidence. Diro 
became forest minister. He resigned as 
Angus (PNG) chairman, and thereafter 
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Angus (PNG)'s ownership was said to 
have beer 75% in the hands of a PNG 
citize John  Kasaipwolova, with 


Angus Investments of ingapore hold- 
ing 20% and Cheah 5%. 

Certain benefits continued for Diro 
and at material times, said Reeve, 35% 
equity in Angus (PNG) from Kasaip- 
wolova's ostensible holding was held 
covertly in trust for Diro and 31% 
equity for Angus Investment of Singa- 

re. 

Within three weeks of taking the 
forest portfolio, Diro was pushing 
through approval of Angus (PNG)'s 
“revamp” of the old MOIC scheme at 
Gadaisu, with the help of his *very com- 
pliant” departmental secretary, in a 

highly irregular” fashion. 

At both the Singapore and Port 
Moresby ends, the group became 
squeezed for funds as the project got 
under way in 1986. Then as 1986 pro- 

essed, the Singapore parent — which 

ad initially funded the PNG offshoot 
with intercompany loans — was by 
August looking for a reversal of the 
flow. 

Reeve said log-shipments negotia- 
tions with Sanko in Japan — apparently 
with Tonan Sangyo as the real buyer — 
and BCC in Hongkong had begun in 
May. In August, Sanko remitted 
US$300,000 as advance payment on the 
first shipment to Angus Trading in 
Singapore, rather than Angus (PNG) — 
an action apparently “orchestrated” by 
Angus group chief Charlie Koh. Only 
US$100,000 was sent on to Angus 
(PNG). Sanko also established a letter 
of credit with BCC for Angus Trading 
for US$278,400, which was the balance 
owing on the shipment. 


O n 24 September Angus Trading, via 
BCC, established a letter of credit 
with the Bank of South Pacific (a Na- 
tional Australia Bank subsidia ) in 
Port Moresby for Angus (PNG in 
which the total payment was 
US$511,950 with credit for the 
US$300,000 advance. After deductions 
in each case for US$131,903 for freight 
and a small discount in one transaction, 
the net amount received from Sanko by 
Angus Trading in Hongkong was 
U 2,877, while the net amount re- 
ceived from Angus Trading by Angus 
(PNG) in ort Moresby was 
US$343,132 — meaning a transfer of 
US$59,745 to Hongkong. 

When the log ship eventually sailed, 
“the inevitable occurred as it clearly had 
to," Reeve said. The balance paid by 
Sànko to Hongkong (US$278,400) 
was insufficient to meet the ocean 
freight (US$131,903) and the amount 
Angus (PNG) wanted on its letter of 
credit (US$343,132, less US$100,000 
advanced), having had US$200,000 
"creamed off" by the Singaporean arm. 

"The arrangements which it seems 
Tan Sri Ghazali Shafie had been heavily 
involved in establishing with Daroowala 
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of BCC in Hongkong became severely | 


tested. Initially . . . the BCC Hongkong 
attempted to refuse payment on the 
basis of discrepancies. Ultimately, Tan 
Sri Ghazali Shafie established a per- 
sonal credit line of US$150,000 with the 
BCC Hongkong and, as a result, the 
amount due under the letter of credit to 
Angus (PNG) was paid." 

In six further shipments planned by 
Angus to Sanko, documents detail 
"what must come very close to being, if 
not in fact being, a concluded criminal 
conspiracy in which at least Foong Chin 
Cheah and Charlie Koh appear to be 
party," Reeve alleged. One memo 
dated 14 October 1986 — copied to 
Koh, Ghazali, Ang, Cheah, Kasaip- 
wolova and "Andrew," as Diro was 
apparently code-named — detailed 
price-transfers of about US$98,000 for 
each planned monthly shipment, rising 
to US$240,000 when output increased. 

To minimise tax problems, the 
memo said, these transfers would be 
paid into a Hongkong account held by 
Jersey-registered Valouse Ltd, whose 
shares would be held by nominees. All 





funds received would be paid out to 
nominated accounts by Valouse's two 
nominee directors — from accountants 
Arthur Young & Co. — in the propor- 
tion: Diro 35%, Ghazali 25.5%, Ang 
25.5%, Cheah 9% and Kasaipwolova 
5%. “It seems quite clear [that] this 
elaborate scheme did not ever operate, 
but in my submission, a clear intention 
is apparent,” Reeve said. 

e projected individual profits 
from the transfer-pricing scheme were: 
Diro US$3 292 800 in Hongkong and 
US$1,774,700 after tax in PNG; Ghazali 
US$2,398,200 in Hongkong; Ang 
US$2,398,200 in Hongkong; Angus In- 
vestments US$2,586,100 in PNG after 
tax; Cheah US$846,200 in Hongkong 
and US$456,500 in PNG after tax; an 
Kasaipwolova US$470,000 in Hong- 
kong and US$253,700 in PNG after tax. 

Reeve said that Diro's department 
had meanwhile inspected the Angus op- 
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recorded and unmeasured logs lying in 
the bush, streams obstructed by debris 
and harvesting of under-sized logs. A 
facsimile in the Angus records, dated 26* 
August, also reported Andrew warning 
he would not hesitate to terminate the 
Angus permit for non-compliance with 
arms-length marketing arrangements 
and exchange-control regulations. 


t was not until early November, ac- 

cording to departmental secretary 
Mamalai, that Diro gave approval for 
issue of a notice to show cause why the 
Angus permit should not be cancelled. 
After inadequate steps by Angus to re- 
medy procedures and royalty payments, 
Diro did sign a letter of advice to the 
governor-general to cancel the permit. 

It was returned because of a pro- 
cedural mistake, but was dated 10 De- 
cember — the day after Diro's successor 
Paul Torato claimed he took over the 
forests portfolio in a cabinet reshuffle. 
The Angus permit was thus not re- 
voked, and Reeve said he would call 
evidence "as to the sub- 
sequent history of lobbying 
and briefing whereby To- 
rato was persuaded to 
allow the Angus (PNG) 
operation to continue. 

On 30 January this year, 
however, after pressure 
from creditors owed more 
than Kina 1 million (US$1.1 
million), Angus declared 
itself. unable to pay its 
debts. The official manager 
appointed by creditors in 
February produced all files 
and records to the judi- 
cial commission. Evidence 
about the effect of the 
whole episode on the timber 
area and the local people, 
said Reeve, "will reveal a 
sad story which will compel 
people to think long and 
hard before risking a repetition of what 
has occurred.” — Hamish McDonald 


» Emily Lau writes from Hongkong: The 
Bank of Credit and Commerce (HK, 
Ltd) filed a writ in the Supreme Court 
on 4 August to claim back more than 
HK$14 million (US$1.8 million) from 
Ghazali and Ang. According to the 
writ, the two agreed in April and 
June last year jointly and separately to 
guarantee payments due to the bank by 
seven companies: MOIC Investment 
Pte Ltd, Angus Investments Pte Ltd, 
A nés Trading(S) Pte Ltd, Asiofunds 
Ltd, Arts and Crafts International Ltd, 
Dollarquest Sdn Bhd and Apparel 
Portfolio (Malaysia) Sdn Bhd. Against 
the guarantees, the Dank made avail- 
able banking and credit facilities to the 
companies which amounted to more than 
HK$14 million in Hongkong, Malay- 
sian, Singapore and US currencies. gg 
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E y Rodney Tasker in Colómbo 


€ace, rushed through in an unequal 
W treaty and enforced by Indian mus- 
cle, has held so far in Sri Lanka. But 
goodwill is sadly lacking from both the 
Tamil and Sinhalese sides of the conflict 





* 





ar civil war. 

. With 6,000 Indian troops enforcing 
he 29 July Indo-Sri Lankan peace ac- 
rd in the rebellious Tamil northern 
nd eastern provinces, the political and 
ilitary focus has shifted swiftly to the 
uth, 


E Here. President Junius Jayewardene 
ving to tax all his considerable poli- 
skills to keep his cabinet in line, 
bat opposition Sinhalese forces as 
as comforting his military com- 
ders to implement an accord which 
even he evidently believes is demeaning 
to his tiny island republic. 

-. Jayewardene, who turns 81 in Sep- 
“tember, seems assured of stamping his 
- authority on doubting members of his 
| cabinet. As one minister commented: 
| “He is very much the boss, and he 
-knows how to crack the whip." 

- But hardly anyone in the Sinhalese 
community, including the cabinet, is 
happy with the peace accord. The price 
. Colombo is having to pay is an under- 
_ Standing that it will make its foreign and 
Security policies subservient to Indian 
interests. Apart from the substance of 
-the pact, itis the method di dc erent MERC MM | MM which it was 





y Rodney Tasker in Jaffna - 


‘cere farewell to arms? A large ele- 
tof doubt hangs over that question 
6,000 Indian peacekeeping troops 
| it for weapons to be surrendered in 
Sı? Lanka's northern and eastern pro- 
inces. A more pertinent question 
among Sinhalese politicians in the south 
is w whether the Indian recs go out and 





sen t his main po- 
litical ‘officer, who goes under the 
nom de guerre of Yo 
airport, Palali, to hand over five 
truck-loads _ of weapons to the au- 

ities. Palali- ‘is now the Indian 
1 ters, as it was ihe 








‘the majority-Sinhalese heart- | 


pill the Tamil militants bid a sin- | 


i, to Jaffna's | 


Jayewardene faces Sinhalese Backlash i in the south 


hich has claimed 6,000 lives in a four- ? 


Colombo riot: Sinhalese backlash 





reached that has riled some members of 
the cabinet. 

The accord and the crucial letters of 
understanding between the two heads 
of government, allowing India to vet- 
Colombo's external stance, were ar- 
ranged secretly. Lands Minister Gamini 
Dissanayake and Finance Minister 
Ronnie de Mel were members of the 
cabal, but Prime Minister Ranasinghe 
Premadasa, National Security Minister 
Lalith Athulathmudali and Agriculture | 


Playing Tigers and Indians 


northern headquarters of the Sri Lii: 
kan army, which has now withdrawn 
3,000 troops to the south. The move 
was seen as Colombo's decision to 
leave the north to the Indians for the 
moment while the Sri Lankans con- | 
centrate troops in the south to guard 
against a violent Sinhalese backlash 
against the peace accord. 

After attending the ceremony for the 
token handing over of the weapons by 
Yogi, this correspondent travelled in an 
Indian Air Force transport aircraft with 
150 Sri Lankan troops gleefully return- 
ing south after a dangerous sojourn in 
Jaffna. Indian field commander Maj.- 
Gen. Harkirat Singh commented, as he 
looked at Sri Lankan troops queueing 
up for their flight back to the. south: 
“Those are the men you should be talk- 
ing to. They are all leaving. We haven't. 

“asked them to go.” 
Tue Indian army in the north has 


DAILY NEWS 


Which they believe to be too hasty and id 
one-sided. — 


| | ly 
excl uded from the y process but were not 
allowed to moderate an agreement 


The disgruntled ministers feel that 


_ the letters granting India sway over Co- 
' lombo's foreign policy were based on 





wrong presumptions that Sri Lanka was 
too pro-US and was recruiting Israeli 
and Pakistani military support. They 
also complain that these amount 
to a Finlandisation of Sri Lanka, 


with no reciprocal concessions by New | 


Delhi. 

Political analysts say the clauses in 
the letters reflected Indian fears more — 
than the realities of Sri Lanka's links 


. with foreign powers. By stating that the 


country's strategic deep-water Trin- 
comalee harbour should not be used by 
foreign interests unacceptable to India, 
New Dehi meant the US. But the US 
denies any ambition to use the harbour 
as a staging post for its warships in the 
Indian Ocean. 

The clause referring to Sri Lanka's 
employment of foreign intelligence per- 
sonnel meant Indian concern over Ís- 
raeli and. Pakistani military advisers in 
Colombo. 


However, official sources say that. |: 


while there is still an Israeli in- 
terests section of the US Embassy here, 
Israeli military advisers departed 
from the country two years ago. Sri 
Lankan troops are trained in Pakistan, 
but there are no Pakistani military ad- 
visers permanently based in the country. 
The one agency still operating in the 
country is Keeny Meeny Services, com- 
prising mainly former British SAS offic- 
ers, who have trained Sri Lanka's 1,000- 
strong Special Task Force in the eastern 






been saddled with a sensitive task under 
the peace accord. It is doubtful whether 
all the estimated 5,000 Tamil militants' 
weapons will be handed over to In- 
| dian troops, in. which case Colombo - 
opecs the soldiers to go. out and get 
As a senior Sri Lankan Government du 
official commented: “We expect i | 
20% of their arms," adding ruefully 





“those that have been handed over so E 


far are only the weapons given to them 
by the Indians.” 


ands Minister Gamini Dissana- 

yake, a key figure in the forgin sa 
the accord and known to be close to 
sident Jayewardene, told the REVIEW: 
“The Indians will go out et [the 
arms]. I think the presi lent w insist on 
this." Others are less sure. 

The Indians, ; who speed around 
Jaffna in it flying white flags, are 
committed by their Prime Minister 
Rajiv Gandhi to the role of neutralising | 
the Tamil militants. Singh kept repeat- | 









































































) ndents at the ceremonial zs 





=| will have to establish 
| mance not only over rival militant 
groups, but also counter the forces 













province. That may 
the accord. S 
Indian concern about í 
casts from Sri Lanka centi 
eAâmMerica’s (VOA) relay 
Colombo. Sri Lankan | 
-| facility has no military 1 
an understanding with 
the station will only. 
| guage broadcasts, and 
| contain propa i 
any particular ea | 
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' can say “I 
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“For shel 
is keeping alo 
his political stai r 









Without a war 

l w stopped in the 
north and east — his ministry has little 
clout, and he appears to have lost the 


trust of his president 
heels in the pi : 










therefore, to: go adds e With ear. 
dene's accord for their own political sur- 
vival. Jayasuriya is one minister who 
will probably bow out t ther than be 
identified with. an. en 










e caving-in to 


Tamil gunme : ardene may well 
sympathise” wit ^ political! col- 
leagues. © 


In an interview with a group of 





| hand-over of arms that Prabhakaran 
had just announced his intention to give 
up the fight, rather than do battle with 
Indian troops. But he did not add that 
Prabhakaran had vowed to continue the 
struggle for a separate Eelam state in 
| the north and east by other, presumably 
B political, means. — 
^ If indeed that is the tough LTTE 


^. leader’ s policy now, there is bound to be 


ouble. The Tigers, as the LTTE fight- 











Wn tation in the peninsula as fighters 
| whoareaccustomed to getting g their way 

at gun-point. As toothless Tigers, they 
political domi- 


of the Tamil United Liberation 


Front (TULF), a moderate political | 


party. 
The northerg province has under- 
uj gone a radical social transformation 
: Bo ae 1983 . when the Tamil i insurgency 
t d. singly violent. To the 
ung. the Tige are heroes. Until re- 
. Ce tly, the Tiger 


















































he watches 


militants since 1983. The Indians, 





had effectively, con- j against gren of the e risers: 





ad given its nod. | 
As Jayewardene said in a televised 


-| speech on 6 August, the main threat to 
the country has shifted quickly from | 


the Tamil areas to "terrorism in the 
south." 

By that he meant the Janatha Vimu- 
kthi Peramuna (JVP), an underground 
Sinhalese militant group which es- 
pouses ethnic chauvinism and Marxism 
and which has been successfulin recruit- 
ing young students, Buddhist monks 
and is even officially estimated to have 
up to 5% support among young troop- 
ers in the armed forces. 

The JVP has jumped on the 
Sinhalese backlash against the accord 
for its own goal of destabilising the gov- 
ernment, and is accused by the police of 
seizing 141 guns during the post-accord 
period alone to add to its terrorist 
arsenal. 


reign correspond ugust he 

plained that when he asked the US 
or logistical aid in his moment of need, 
Washington pointedly said it would only 
pond on the understanding that India 














On top of this threat, Jayewardene . 


must also keep an eye on the armed 
forces themselves. There is undoubted- 
ly a great deal of resentment over the ac- 


cord among the ranks who have lost 800 | 


men in the battle against the Tamil 
in 
particular, worry about the possibili- 
ty of a military coup against Jayewar- 
dene. 

All eyes are now on “the old fox” 
Jayewardene and how he manages to 


shepherd through an accord which his - 


own community distrusts. His advisers 
say he views the accord as the only op- 


tion for his embattled island. Cynics say. 
it is a final gesture for peace in “his” 


time. 


trolled the Jaffna peninsula. To the 
older, conservative Tamils, maybe the 
TULF is the champion of their causes, 
though its leaders have been hibernat- 
ing in exile in the south Indian. city of 
Madras since 1983. 

‘With the Sri Lankan Government 





now releasing the estimated 4,000 sus- . 


pected Tamil militant detainees in the 
south, to return to the north in Indian 


ships, the political situation in Jaffna - 
are commonly called, have built a | 


could well develop into one where 


separatist fighters try to muscle their- 


way to a limited power — with or with- 
out arms. 

The political process would be 
smooth if Indian troops remained in the 
area until after elections for a joint 


| council for the two provinces are held by 
the end of the year. But, as Dissanayake 


told the REVIEW, New Delhi’s troops 
should be gone by the end of Au- 
gust. — 
That could be risky, because Tamils 
— particularly the young — would feel 
exposed and unprotected if they went 
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| deeply concerned about the Tec 


Mutual recrimine 


are a matter for the- 
| the peoples concerned," adding that, as 


totally opposed to the presence ol 
| foreign troops in any country exce o 


agreement to solve the Chakma 































































Indo-Bangladesh ties P» 


By S. Kamaluddin in Dhaka 


he Indo-Sri Lankan TM to 2. 

solve the ethnic Tamil conflict ha 
raised some eyebrows in Banglade 
though the government here has wet 
comed it. | 

However, Foreign Minister Hum 
yun Rasheed Chowdhury, has hinte 
obliquely at Dhaka's reservations abot 
the presence of Indian troops in Sri 
Lanka. He said: "We welcome any 
development that would further 
cause of peace. The terms of the accord 
covernments and 






































a matter of principle, ‘Bangladesh 


the basis of a UN resolution. © 
Following the Tamil accord. 
press reports have called for a 


problem in Bangladesh. The D 
regime has been fighting. Buddhi 
Chakma insurgents along the | 
gladesh border with India's Trig 
state. The Indian reports have cau 
widespread concern in Bangladesh. 

In an apparent move to rea 
Dhaka, Indian High Commissioner 

S. Chadha told the REVIEW th. 

















New Delhi considered the Chakma 
issue an “internal problem for. 
Bangladesh,” and press comments had 


no bearing on official policy. On h 
part, Chowdhury responded: "The 
question of signing a Sri ee : 
cord does not arise.’ S : 
However, Chowdhury _ 


sions in relations with India, espe 
after two incidents along the mut 
border in June. Dhaka has charged that 



















































FJ). While | las s strongly 
denied. ihese Alis ac s, Dhaka insists 
that it has “conclusive proof” to back its 
s charges. 

-> The tribal issue has become a con- 
tentious one. For several years, the 








the arena of intermittent fighting be- 
tween Bangladeshi forces and armed 
na rebels, resulting in an outflow 
bal refugees to the neighbouring 
ura state in India. Having partially 
‘ified the district, Dhaka evolved a 
gramme last year to facilitate the re- 
n.of the refugees. But the flow halted 
. this year as insurgency reared its 


A haka has charged that the BSF 
P has been providing sanctuary in 
ndia to Chakma rebels and support- 
ing their armed forays across the bor- 
er, a charge New Delhi has often de- 
ied. On the contrary, the Indian press 
has of late been accusing Dhaka of 
covertly training anti-Indian rebels from 
Tripura. Bangladesh authorities main- 


4. tain that they have neither the intention 


[nor the means to train rebels from Trip- 
ura. 

Adding to the controversy are some 
recent Indian press reports which have 
suggested that the Chittagong Hill 
Tracts, with its Buddhist tribal major- 
ity, should have become part of India at 
the time of the Subcontinent’s partition 
in 1947. 

Yet another report quoted the chief 
| minister of Assam state as saying that he 
| had discovered errors in a population 
1 survey conducted by the British to parti- 
| tion India and that, based on these new 
| findings, New Delhi might now lay 

claim to Sylhet district in northeastern 
< Bangladesh. Sylhet has rich natural-gas 
reserves and oil was discovered there 
early this vear. 
..: Although press reports cannot usu- 
i ily be taken as a reflection of official 
Indian policy, the fact that there has 
been a spate of such stories recently 
raises questions about whether there 
may be some official, orchestrated cam- 
phign in the works. 

The claims and denials concerned 
with the insurgency and territory have 
sullied bilateral relations at a time 
when there are more important prob- 
dems between the two countries to be 
tackled. 

These. include the sharing of the 
-Ganga river resources, maritime boun- 
daries and the ownership of New Moore 

Island in the Bay of Bengal. 

Chowdhury wants these outstanding 
issues to be solved in a spirit of mutual 
understanding. But Dhaka will be 
watching with interest the implementa- 
tion of the Tamil accord for clues of In- 
dian reasonableness towards its smaller 
neighbours. | IP ü 












Chittagong Hill Tracts district has been. 


An undiplomatic missi on 






A group of Thai businessmen explore trade links with Phnom Penh 


By Paisal Sricharatchanya in Bangkok 


visit to Vietnam and Phnom Penh 

by a group of Thai businessmen in 
early July has become an embarrass- 
ment for the Thai Foreign Ministry. AI- 
though the group was there primarily to 
explore trade opportunities, its contact 
with officials of Cambodia's Hanoi- 
backed Heng Samrin regime is an af- 
front to Bangkok, which supports the 
anti-Vietnamese Democratic Kam- 
puchea resistance coalition. 

Further complicating the matter was 
that the seven-member group was led by 
a retired army general. Sources who 
went on the trip asked that his identity 
remain confidential but the general, 
who retired last year, is known to be a 
military-academy classmate and sup- 
porter of former army commander Gen. 
Arthit Kamlang-ek. 

The Foreign Ministry apparently was 
unaware of the trip, with the group’s 
visas to enter Cambodia being arranged 
in Hanoi. A ministry spokesman said: 
“Since we do not recognise the Heng 
Samrin regime, we are certainly against 
[any kind of contact with its officials]." 
The ministry and some Thai security 


| agencies, he said, would investigate the 


matter and decide what action to take. 
Most members of the group are little 
known businessmen from Bangkok and 
the east-coast province of Chanthaburi. 
One group member said the delegation 
visited Hanoi and Ho Chi Minh City 


during the first two weeks of July, witha 
three- c side mi id | Phnom Penh 





tween Thai A a and their. Cambo d 


dian counterparts are nothing new, the- 


July visit is understood to be the first | 


“formal” mission to Cambodia since the | 
installation of the Heng Samrin regime 
following Vietnam's 1978 invasion of 
the country. The Thai businessmen met 
Cambodian Foreign Ministry and trade | 
officials and discussed the possibility of | 
buying logs and marine products, 
though no contracts were signed. 

The group was clearly aware of the 
difficulty of entering into any formal . 
transactions with Phnom Penh. “Our. 
main target was really Vietnam," the 
group source said. The group intended 
to buy Vietnamese logs, marine pro- 
ducts and animal hides and expected to 
sell to the Vietnamese bicycles, jeans, 
shoes and sanitary ware. Included in the 
group was a French businessman who 
was keen on operating tours into Viet- 
nam and Cambodia. The source said the 
delegation had an hour-long meeting 
with Vietnamese Foreign Minister 
Nguyen Co Thach in Ho Chi Minh City. 

Bangkok does not ban trade with 
Vietnam, though it also does not pro- 
mote such trade in the face of a long- 
standing diplomatic .stalemate with 
Hanoi over the latter's occupation of 






















































coramercial Pree with Vietn é 

A Vietnamese Embassy $0 
| *there had been an increase 
number of private Thai trade r 








. to Vietnam since mid-1985 | “afte ney 


learned that it was not illegal to trade 

with us.” Since early this year, about 10 
such groups have signed contracts with 
the Vietnamese to buy logs, seafood, 
beans, and arts and: crafts products, 
while selling Thai chemical pepanas, 
consumer goods ang cement. 





B“ usinessmen in Singapore have built 
up a brisk trade with Vi | 
cent years, despite the fact that Singa- 
| pore is one of "Thailand's Asean partners 
and has been a staunch: supporter of 
| Bangkok's “front-line” role against the 
| Vietnamese. As a result of the Singa- 
pore trade, there has been growing sen- 
timent in Thai business circles that 
Bangkok's continued rigid diplomatic 
approach to Vietnam has been at the ex- 
pense of trade opportunities. 

However, Bangkok has remained 
unconvinced that it should change its 
basic Vietnam policy. The official view 








is that the government cannot afford to — 


appear overly enthusiastic on trade mat- 
ters while it is at the forefront of an in- 
ternational effort to pressure Hanoi into 
settling the Cambodian conflict. 

But Bangkok = taken a more lib- 
eral, if unofficial, approach towards 
trade with Cambodia and Laos). While 
any formal contact with the Heng Sam- 
rin regime is not condoned — because 
the regime does not exist in Bangkok's 
eyes — Thai military authorities along 
certain sections of thé country's eastern 





sources told the REVIEW that Thai traw- 
rs from several east-coast provinces — 


"from Rayong to Chanthaburi and Trat 
— are conducting a brisk illicit trade | 


with Cambodia's Koh Kong province. 


"This coastal trade, which provides | 
Cambodia with à wide assortment of | 
Thai consumer. products, is said to ac- - 


count for the bulk of Thai smuggling to 
Cambodia, as traffic througa previously 


active land routes in Prachin Buri pro- . 


vince to the north has been *educed to a 
trickle. Koh Kong has thus become a 
major "gateway" to Cambodia. . 

The latest trend is partiy explained 


by the fact that about 80% of Koh 


Kong's population are ethnic Thais, 
who have strong links across the border. 
But more significantly, some smugglers 
were privately told by loca! military of- 
ficers that the less restrictive anti- 


smuggling stance was aimed at fostering - 


a “people-to-people bond" which 
would, it was hoped, reduce Cambo- 


| dians’ dependence on Vietnam. 


Although what is happening along 


the border appears to conflict with - 
Bangkok's official boycott of Phnom | 
Penh, a senior official responsible for 
coordinating foreign affairs and security | 


matters was relaxed on the matter. 


The official said: "We are not trying | 


to suppress the smuggling since the vol- 
ume is unlikely to reach an enormous 
scale. Although some of the smuggled 
items may enhance the Cambodians’ 
[military] capability, we look at the 
overall traffic as an indirect form of 
humanitarian assistance." ü 





mpong Som rds most Cor that 2 
try's legitimate international trade, : 


ganisation - — says that continued 


. ef tensions is the rapid shift in 


| tion. Frost's great fear is that “th 


| down, says the book, “the entire non- 
| communist world would suffer." dn 
| Frost's doomsday scenario: “Prices of 





















k-based private c 





between the US and. 
could unravel the economies of bot 
t:ons as well as undermine the s sec 
ties between the two; TIE 

The study, by Ellen Frost? à | 
Pentagon and US Treasury Depa 
official, entitled For Rich 
Poorer, says that the underl 















tive wealth of Japan and the US. 
rent tensions, it argues, are a refl 
of the difficulty that Japan has in a 
ing to its new role as a wealthy glob 
power, and of the US moving fro 
economic superpower to. a debto 







































intensity of US-Japan economic inte 
tion may transcend the ability of th 
hance | to manage the resulting te 
sions.” 

But the study also argues that “the 
two countries have become so closely 
intertwined that forced separation. 
would be wrenching and probably im- 
possible." If the relationship does break 


consumer goods would rise. Trade bal- 
ances would be unlikely to improve sig- 
nificantly . . . Financial markets would 
swing wildly or collapse. | 
"Governments and private buye S 
would vie to lock up supplies.of energy 
and raw materials, bidding up world 
prices . . . As the US retreated behind 
the walls of Fortress America, Jap: 
would lurch back into pessimism, ins 
larity and defensive nationalism. "- 
Frost points to a host of new. cha 
lenges which the US and Japan mu 
confront in order to manage a stable re 
lationship. She says both countries hav 
"outdated self-images" — Japan as. 
poor, isolated and unique nation an 
society, and the US with a resid 
‘number-one’ mentality. | 
Such self-images, she argues, lead te 
a “we” and “they” hostility on both 
sides. Frost decries the popular US - 
trend of Japan-bashing — virulent, uf: 
differentiated, emotional criticism — 
particularly in the US Congress. She ar- 
gues it produces a dangerous cycle 
whereby Japan sees America as “wal- 
lowing in self-induced industrial stagna 
tion and extravagant spending habits" 
which could lead to a resurgence of “ra- 
cial-national arrogance and hostility to 
Western values." 
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Vietnamese in Guangming: city folk on the farm. 


HONGKONG 





Return of the boat people 


A new influx arrives — this time from China 


By Emily Lau in Shenzhen 


Mn upsurge of arrivals of re- 
fugees in Hongkong at first puzzled 
and then alarmed authorities, for it ap- 
wes that though most of them claim to 
from Vietnam, they are, in fact, 
former Vietnamese refugees and are for 
a second time fleeing — this time from 
resettlement farms in southern China. 

More than 4,000 of them have ar- 
rived by boat since July and more are 
believed to be on their way, spurred by 
rumours of resettlement abroad and vi- 
sions of a better life. Most of the re- 
fugees are from Guangxi province while 
some are from Guangdong. 

There are more than 280,000 ethnic- 
Chinese Vietnamese refugees in China, 
located in 170 odd state farms in four 
provinces: Yunnan, Guangxi, Guang- 
dong and Fujian. In 1979-80, over 
16,000 of them made their way to Hong- 
kong but almost all were repatriated. 

At the Guangming state farm in 
Guangdong, the REVIEW was told that 
hundreds if not thousands of former 
Vietnamese refugees are poised to try to 
get to Hongkong once they find enough 
money to buy or hire boats to is 
thêm. The former refugees, who mostly 
fled northern Vietnam after the Sino- 
Vietnamese war in 1978 to escape perse- 
cution by the authorities, said they had 
heard rumours — entirely erroneous — 
that Hongkong would accept them. 
They said they hope to be resettled in 
third countries or be assimilated into 
Hongkong. Some simply regarded the 
sojourn as a break from the boredom 
and monotony of arduous farm labour. 

Sy Vay Khim, 31, came from north- 
ern Vietnam «n 1978 with his family of 
eight. He said life on the farm was hard 
with little reward, since some of them 
earned as little as Rmb 30-50 (US$8-14) 
a month from growing sugar,cane or 
vegetables. 


Some refugees have colour TV sets 
on which they watch Hongkong news 
every night and monitor the refugee ar- 
rivals from China. “Three hundred have 
arrived today [9 August]." said Chu Ky 
Dong, 58, a former Vietnamese cadre. 
"We know the Hongkong Government 
has a policy of repatriating Vietnamese 
refugees from China, but we think it is 
humanitarian and may allow us to stay. I 
am very fed up with the harsh life on the 
farm and will go anywhere, even back to 
Vietnam." 

"It only costs Rmb 200-300 to go by 
boat. If we have no boats, we will go to 
the nearest river to try our luck. Even if 
we get locked up when we get to Hong- 
kong, we still get fed much better food 
than we get here, and we don't even 
have to work for it," Sy said. 

Some of the refugess complained bit- 
terly about life on the farm, which sells 
some of its dairy products and crops to 
neighbouring Hongkong and where 
conditions are said to be much better 
than other farms further away. The ref- 
ugees said they were city people and 
could not adapt to farm labour. They 
said they were being discriminated 
against because they could not grow 
what they wanted and were not allowed 
to work outside the farm. However, 
they said they did not suffer any form of 
political persecution. 


L? Trieu Huy, 58, said he led a boat- 
load of 185 people to Hongkong in 
1980, where they were intercepted and 
locked up for five months before being 
sent back to Guangming. "Some of us 
were beaten up by immigration officials 
who interrogated us on where we came 
from. I lied and said we came from Viet- 
nam. But some could not stand the beat- 
ing and told the truth," said Ly. He said 
the refugees were again unhappy be- 


^ 


cause they were at the mercy of the com- 


munist party cadres. "We are being 
kicked around like a ball, therefore we 
do not have any sense of belonging 
here, If I can, I'll try to leave again." 

The refugess said the Chinese au-* 
thorities have begun to crack down on 
would-be escapees by docking the "aa 
of anyone suspected of planning to flee 
They said the cadres kept a daily count, 
but refugees continue to disappear. 
Those who returned were permitted to 
work in the fields, but their pay would 
be suspended for some time. 

Hongkong Government officials are 
extremely concerned with the sudden 
influx of these people, whom they do 
not regard as refugees since they have 
lived in China for a number of years. 
However, Hongkong cannot repatriate 
them as promptly as it repatriates ordi- 
nary Chinese illegal immigrants. 

The repatriation of Vietnamese re- 
fugees from China is more complicated 
because the Chinese authorities have to 
be satisfied that they are from China 
and not from Vietnam. The process of 
corroboration of documents and verifi- 
cation can take from six months to à 
year. Hongkong is pressing Peking to 
speed up the repatriation process. In the 
past, if proof has been impossible, Viet- 
namese have been allowed to stay. 

The official said the Hongkong Gov- 
ernment has liaised with Chinese offi- 
cials at the Xinhua newsagency's Hong- 
kong branch, which is Peking's official 
representative in the colony. There has 
also been diplomatic contact in Peking 
between British and Chinese officials. 
He said the Chinese Government was 
immensely embarrassed by the exodus 
and was prepared to help, but the prob- 
lem was getting the policy understood 
and executed by provincial officials. 

The governor of Guangdong, Ye 
Xuanping, said the Chinese authorities 
would try to prevent the refugees from 
leaving, but might not be completely 
successful. Ye denied that the refugees 
were being discriminated against and 
maintained that their standard of living 
was the same as other Chinese. 

To cope with the human tide, the 
Hongkong Government is going to 
open several army barracks and former 
refugee camps which can house more 
than 5,000 people. It will also set aside a 
factory building in Tuen Mun new town 
to accommodate 15,000 people. Due to 
the pressure of space, over 1,000 re- 
fugees have been housed temporarily 
on two vehicular ferries in Hongkong 
harbour. 

The refugee arrivals from China has 
overshadowed the continuing problem 
of genuine boat people from Vietnam, 
which has continued unabated despite 
the policy of closed camps, in which 
refugees are kept in Virtual prison con- 
ditions until they receive permission to 
resettle elsewhere. So far this year, 
about 2,000 have arrived, bringing the 
total in Hongkong to 8,500. u 
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BLACK LABEL COMMANDS MORE RESPECT 
Z - (12) YEAR OLD: 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK SCOTLAND E 
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| THE COMING Winter. anything al Because VISA will be the 
Olympics in Calgary, Canada will the Winter only woridwide card accepted 


be packed with exciting events z at the 1988 Olympic Games 
to see. Trouble is the events will Olympics as you might expect from the 
also be packed * | world's most widely accepted 

Which is why you need VISA.| sss = | | name. 

Because VISA will allow you BEES And f you need cash at the 
to buy your tickets in advance, so VISA last minuze, VISA will be there 
you don t get left out in the cold. | to help you with almost 250 

And VISA will also help you | | locations in Calgary. 
| buy what you want when you So aim your VISA Card an& 


get there: like a hot, sizzling | Travellers Cheques at the 
steak or a down parka to keep N( A Fifteenth Winter Olympics and 


| ' 
| vou warm on the slopes. vou won t miss a thing. 
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[ts everywhere you want to be. 


e WHERE were we? Keen readers will 
recall that, one year and many misprints 

e2£0, I reported in my last gun column 
here the arrival of a new fellow-travel- 
ler, by name Matthew Robert Elliott 
Sayle. Now whatever, you surely must 
be wondering, became of that hand- 
some young man? 

Well, as you see, he's travelling in 
style, though not without some an- 
xious moments (for his parents, not 
Master M). A week after we got him 
home he ran a temperature, nothing ex- 
treme, but unusual, our owners' manual 
says, and inside the hour he was admit- 
ted, tested, and spliced up to one of the 
giant intravenous drips I used to see sav- 
ing soldiers in Vietnam. 

It seems there are two kinds of 

meningitis that can afflict the newborn 
in humid Asian summers, one viral and 
harmless, the other bacterial and far 
from. Japan has the world's lowest in- 
fant mortality rate, and the doctors and 
nurses showed us why. His mother and I 
spent the kind of sleepless week that re- 
minds us how much grief there is in this 
world, and then the laboratory verdict: 
the harmless kind. The tiny patient was 
tested some more, dusted with talc, and 
handed back, gurgling. 
€ MORE good news from our village, 
the aptly named Aikawa-Cho, which 
means "Love River Town." Recently 
Miss Oya, the daughter of our local sake 
brewer, married à young man who ag- 
reed to adopt the name Oya, by way of 
carrying on the family name and the 
local brew, Azuma Homare, “The Pride 
of the East." Curiously enough her 
father had done the same, marrying a 
Miss Oya and taking the name, and so 
had his father. Now there's another 
Oya, and it's a pce. baby “BOYA” 
— the first born in the Oya family for 98 
years. What a party we had, and guess 
what we drank! 
e SO Benazir Bhutto, daughter of the 
late prime minister of Pakistan, is en- 
gaged to a wealthy farmer and business- 
man who says he has no interest in poli- 
tics. He may be wise. 

I have not met the future Mrs Asif 
Zardari, but I do recall the red-letter 
day I breakfasted with Sheikh Mujibur 
Rahman in Dhaka, in East Pakistan as it 
then was, flew around a suspicious 
India, and dined that evening with her 
father, Zulfikar Ali Bhutto at the family 
home in Clifton, the poshest suburb of 
Karachi. Both were just out of prison 
which tends, I have found, to make 
politicians unusually communicative. 

Mujip and I drank much tea, as 
he spoke of Bengal's golden future. 
Eloquent in English, I can well be- 
lieve he was spellbinding in Bengali, 
the greatest orator of his time. On 
exactly what was going to happen 
next, however, he seemed less sure. 
It turned out to be civil war, the 
violent birth of Bangladesh and Mujib's 
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own death at an assassin's hand. 


Over in Clifton that evening the at- 
mosphere was even more confident. I 
came with a duty-free gift and greetings 
from mutual friends in London, particu- 
larly from Godfrey Smith, like Zulfie 
himself (and, later, his brainy daughter) 
a former president of the Oxford Union 
and another star of a brilliant student 
generation. Pakistani jails, it seems, are 
desert-dry, with few Oxford intellectu- 
als, and Zulfie had a lot of gossip to 
catch up on. 

"Dear old Godfrey,” he 
"What's he doing now?” 

"He's going great guns," I said. "He's 
editor of the Sunday Times Magazine." 

"Is that all?" asked Bhutto. He 
seemed shocked. “A journalist? I 
thought he'd be in the cabinet by now, 
at the very least." 

"Well," I said, defensively, “some- 
one’s got to do it, I suppose.” 

After the disastrous wer with India, 
Bhutto asked me to write his campaign 
biography, an offer I have often regret- 
ted turning down. Then thiags started to 
go badly for him. He was overturned in 
a military coup, tried for allegedly incit- 
ing a political murder, and hanged de- 
spite worldwide appeals for mercy. I can 
offer no informed comment on these 
events except to quote Winston Chur- 
chill: grass grows quickly on the 
battlefield, over the scaffold, never. 

"Sad about our friend Zulfie," | 
wrote to Godfrey Smith, the night we 
got the news. "Yes, it is," Godfrey re- 

lied, "and now he's gone, poor chap, 
'll admit I was hurt when you relayed 
that remark, ‘is that all?', and his advice 
about going into politics. But on reflec- 
tion, I thought my act migat run a little 
longer than his. I'm afraid I was right." 
odfrey Smith still works for The 
Sunday Times. I know we both wish our 


said. 


old friend's daughter and ture 
husband the best of happiness. There 
are many careers worse than being a 
farmer's wife. 

€ PERSONALLY I am off on some 
journalistic travels. This means missing 
Japan's week of sorrows, 6 August, the 
anniversary of Hiroshima, 9 August, 
Nagasaki, and 15 August, the surrender 
which ended World War II. 

I usually go to one of the memorial 
services, but as the years pile up with à 
growing sense that they are getting 
nowhere. This year, once again, the two 
main Japanese anti-nuclear organisa- 
tions, Gensuikin, affiliated with the 
Socialist Party and Gensuikyo, as- 
sociated with the Communist Party 
have been unable to agree on a joint 
declaration. The dispute is about the 
wording, as usual: one says in effect that 
all nuclear weapons are bad, the other 
that proletarian bombs are bad, but im- 
perialist ones worse. 

This is exactly the issue on which the 
superpowers are deploying most of the 
world’s stock, so the prospects of per- 
suading the nuclear biggies — much less 
the comparatively minor dabblers like 
China, India and, for all we know, Israel 
and Pakistan — to junk their murder- 
ous, non-verbal arsenals seem remote. 
In fact, I think the time may well have 
come to admit that municipal pacifism 
is, in the bleak phrase, a dead end. Ap- 
peals from Hiroshima and Nagasaki to 
the nuclear powers to cease and desist 
from developing and deploying fall 
monotonously on deaf ears, just as the 
defenceless citizens of those cities were 
in no position to end the war in 1945. 

The Asahi newspaper has just con- 
ducted a survey among foreign corres- 

ndents here on how the message of 
iroshima could best be brought to the 
world. | offered the opinion that we are 
caught up in a chain of wrongs, all too 
unlikely to have ended at Nagasaki. 
“Look up,” wrote World War I poet, 
Siegfried Sassoon, “and swear by the 

reen of the spring that you'll never 
orget." No one did, and it was in the 
hope of "deterring" trench warfare that 
the heavy bomber was developed, and 
then the ultimate bomb, and so the nu- 
clear terror that makes the Somme 
slaughter seem, in retrospect, almost 
humane. Science that saves young lives 
supplies weapons, just as efficiently. We 
have to think our own way out of the tra 
we have set ourselves, on old-fashioned, 
moralistic lines, without scientific help. 

Anyone who does not have a rough 
idea of what happened to Hiroshima 
and Nagasaki must be living in some 
out-of-the-way place like Australia or 
New Zealand. But, come*to think of it, 
they're having an election down there 
shortly on this very issue. Maybe they 
have something new to say, or at least 
some new jokes on, hopefully, more 
hopeful subjects. Watch this space. 
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DIPLOMACY me 
Uele Sam is not pleased 


The US singles out those voting against it at the UN 


By Ted Morello in New York 
ashington’s annual warning against 
“bloc voting” in the UN is sowing 

confusion among Asean members al- 

ready uncertain about whether they can 
maintain their support level in the forth- 
coming General Assembly balloting on 

Cambodia. 

Even before the US cautioned 
against “group solidarity” inimical to 
American interests, Asean delegates 
were fretting about losing votes for the 
first time since the Cambodia issue was 
placed on the assembly's agenda in 
1979. Uncertainty about the intentions 
of Prince Norodom Sihanouk, who 
leads one of two non-communist fac- 
tions of the tripartite, anti- Vietnamese 
Democratic Kampuchea coalition gov- 
ernment, has also thrown the coalition 
and its supporters into disarray. 
Sihanouk stepped down as the coali- 
tion's leader in May for one year. 

The dilemma stems from the Reagan 
administration's report to the US Con- 
gress on the voting pattern by member- 
nations at last year's General Assembly. 


The report, prepared by 
US Ambassador Vernon 
Walters, suggests point- 
edly to Asean and some 
other friendly Asia-Pacific 
countries that their luke- 
warm support at the UN 
jeopardises their relations 
with Washington. 

In his introduction, 
Walters explains that the 
main purpose of the report 
is "to highlight those 
parts of a country's per- 
formance in multilateral 
fora which most directly 
affect its bilateralo re- 
lationships with US.” 
Scoring is based on the 
percentage of voting that 
coincided with the US on 
10 key issues selected because of their 
special importance to US values and in- 
terests. 

“These were issues on which we lob- 
bied intensively in the UN and its [mem- 


Sporting for a game 


North-South political dialogue stalls again 


By Shim Jae Hoon in Seoul 


orth Korea’s de, facto rejection of 
Seoul's 3 August proposal for a 
meeting of foreign ministers from North 
and South Korea appeared unusually 
quick. But at the same time, the North 
seemed much less rigid on the question 
of holding sports talks with the South, as 
a 17 September deadline approaches for 
issuing invitations to countries that will 
participate in the 1988 Summer Olym- 
pic Games to be held in Seoul — and, 
perhaps, Pyongyang. 
eThrough a 6 August statement attri- 
buted to a North Korean Foreign Minis- 
try spokesman, Pyongyang in effect 
turned down Seoul's newest initiative 
on a North-South dialogue, labelling it a 
plan for “perpetuating the national divi- 
sion." Seoul had proposed a September 
meeting between the North and South's 
fereign ministers at the UN headquar- 
ters in New York to discuss "confi- 
dence-building" measures, which it 
proposed would include the entry of 
North and Squth Korea to the UN and 
the recognition of each other by the US, 
Japan, China and the Soviet Union. 
The proposed foreign ministers 
meeting was the first requested by 
Seoul. South Korean Foreign Ministry 





officials had described it as an “epoch- 
making proposal," designed to take up 
"any subject" the North raised — in- 
cluding a phased troop-reduction plan it 
announced on 23 July. While Pyong- 
yang's proposal emphasised troop re- 
duction, Seoul only touched on it as part 
of a broader agenda, including the con- 
fidence-building measures of UN entry 
for the two Koreas and superpower 
cross-recognition. 

The North-South issue has not been 
affected much by the dramatic political- 
liberalisation movement in the South in 
recent months. Even the o ition 
Reunification Democratic Party backed 
the government's call for a foreign 
ministers' conference, while criticising 
the North's troop-reduction plan. 

Pyongyang's unusually quick rejec- 
tion of Seoul's latest proposal may re- 
flect the North's desire to stem the tide 
of support the South has received for its 
initiative from the US, Japan and others. 
"We've the feeling [the North] is very 
anxious to reject it lest it gain more sup- 

rt in the international forum," Vice- 

oreign Minister Oh Jae Hee told the 
REVIEW. 
North Korea is treating the sports 


bers'] tals," Walters said, adding 








— — 





ominously: “No country’s behaviour at 


the UN is irrelevant to its bilateral re- 
lationship with the US.” 

Four of the 10 “priority” issues stem 
directly from military conflicts in Asia® 
the invasions of Afghanistan and Cam- 
bodia, the 

AP 


alleged use of chemical 
weapons in the two wars 
and the violation of human 
rights in Afghanistan. The 
six others are related to 
Nicaragua, [Israel's cre- 
dentials, the US raid on 
Libya, the Un budget and 
“name-calling” the 
singling out of the US b 
name for criticism in dra 
resolutions on the Middle 
East and Namibia. 
Alluding to the mem- 
bership of most Asia- 
Pacific countries in the 
non-aligned movement, 
the Islamic Conference or 
other international blocs, 
Walters warned: “The US 
must continue to make 
clear that it cannot accept 
from a nation with which it 
enjoys good bilateral relations the 
excuse that group prios. required 
it to vote in favour of resolutions cri- 


tical of the US or harmful to US in- 
terests. " 






issue separately from the political 
agenda, as seen in Pyongyang's propo- 
sal on 4 August — the day after Seoul 
asked for a foreign ministers' meeting. 
In this move, the North asked for 
another International Olympic Com- 
mittee (IOC) conference in Lausanne 
prior to the 17 September Olympic- 
invitations deadline. 

Kim Duk Jun, vice-chairman of the 
North Korea Sports Guidance Commit- 
tee, said the proposed conference 
would deal with Pyongyang's demand to 
host eight events rather than the five 
suggested by the IOC. Other sticking 
points include the North's insistence 
that it share revenue from the sale of 
TV-coverage rights and that Pyongyang 
be included in the official name of the 
games. To the consternation of Seoul, 
the North's delegates also insisted on 
holding part of the opening and closing 
ceremonies. 


either Seoul nor the IOC is kindly 


di d to these demands as the 
Olympic games are in principle awarded 
to a city — in this case Seoul — and not to 


a nation. The IOC is anxious to avoid 
establishing a precedent whi8h might 
jeopardise future games caught up in 
similar political squabbles. But as long 
as the North wants the Olympic talks to 
continue, Seoul is prepared to oblige as 
this seems preferable to a sullen silence 
from the North. 

On the political front, the North re- 
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Yet on the issue of Cambodia, Asean 
Will have to horse-trade as never before 
to win a favourable vote from many 
Third World nations. 

Support for the UN's annual resolu- 
etion demanding a Vietnamese troop 
withdrawal from Cambodia has been so 
overwhelming — a record 115 to 21 last 
year — that there is no chance of a com- 
plete turnabout in the outcome in Oc- 
tober. Yet its supporters admit that the 
loss of a single vote, representing the 
first slippage in nine years, would be 
drin prep damaging. 

Therefore, E will be intense. 
Among other things, that means that to 
win votes for Cambodia, an issue the US 
favours, Asean and its backers will be 
under strong pressure to vote for Mid- 
dle Eastern and South African mea- 
sures, which Washington opposes. 


l^ voting with the US, Israel (89.9%) 
Fand J (68.8%) were at the top of 
the list. Western Europe scored 65.7% 
as against the dismal 12.5% for Eastern 
E . More surprising was the low 
18.2% tally for Asean. Agreement with 
the US ranged from 23.5% for Thailand 
to 13.2% for Indonesia. Scores for the 
four others were Singapore 20.9%, the 
Philippines 19%, Brunei 17% and Ma- 
laysia 15.8%. 

Observers attributed the Asean “de- 
fection” largely to bloc pressures and to 





mains firm on two points — that 
Washington be included in any 
talks with Seoul and that there 
be a troop reduction. Pyong- 
yang's latest political proposal 
reiterated its demand for con- 
vening a foreign ministers' meet- 
ing that would include the US. It 
was the first Pyongyang specifi- 
cally mentioned “foreign minis- 
ters," rather than just "three 
sides." 

Pyongyang's three-way talks, 
proposed for March 1988 in 
Geneva, would discuss the phas- 
ed reduction of the armed 
forces of both North and South, 
and the withdrawal from the 
South of US troops, now num- 
bering about 40,000. The North- 
South reductions would take 
place in three phases between 
1988 and 1992, after which 
total strength on each side 
would be frozen at 100,000 men. By that 
stage, US troops would have been 
completely withdrawn. North Korea 
has proposed similar ideas three 
times in the past — in 1954, 1973 and 
1986. & 

There is scant chance of Seoul ac- 
cepting the Pyongyang proposal given 
the tension along the demilitarised 
zone. The current military balance in 
terms of d is tipped slightly 
against the South, which has ,000 


regulars to the North's 800,000. In addi- 
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trade-off voting. For example, In- 
donesia and Malaysia, at the bottom of 
the Asean column, are members of both 
the Islamic Conference and the non- 
aligned movement. Brunei belongs to 
the Muslim bloc, and Singapore is in the 
non-aligned group. And though Thai- 
land and the Philippines belong to 
neither, the political and economic in- 
terests of both frequently coincide with 
those of other Third World countries. 
Because of their dominant Muslim 
populations, observers say, Indonesia 
and Malaysia undoubtedly would vote 
the Islamic line even if they were not 
conference members. Thus, both vote 
consistently against the US position on 
two of Washington's top-10 issues: Is- 
rael's credentials and the Middle East. 
But like Singapore, they normally have 
more independence within the looser- 
knit non-aligned movement and the 
even more ephemeral economic bloc, 
the group of 77 developing countries. 
Thailand and Singapore, both consi- 
dered staunch US friends, cite principle 
as the main reason behind their occa- 
sional splits with Washington. To the 
US, one of the most painful derelictions 
of this kind was over the 1983 resolution 
deploring the American invasion of 
Grenada. Both Singapore and Thailand 
voted for the resolution. However, the 
also voted consistently against two simi- 
lar UN Charter violations: the Soviet in- 








tion, Pyongyang can mcbilise up to 5 
million men from its militia force on 
short notice, assistant minister for 
foreign affairs Park Soo Gil said. How- 
ever, the South is superior in arms and 
airpower. 

Given the North's state of prepared- 


ness, the latest North Korean an- 
nouncement that it was "discharging" 
100,000 men from active service should 
not be taken too literally, Park said. Nor 
is he impressed by an earlier announce- 
ment from Pyongyang that it was de- 





vasion of Afghanistan and Vietnam's 
occupation of Cambodia. 
e Subcontinental votes ged 
from 18.6% for Bangladesh 10.1% 
for India. And despite its distinct tilt to- 
wards Washington, Pakistan scored 
only 16.4%, a fraction below Burma 
n peus but about two points above 
Sri Lanka and Bhutan. And its opening 
to the West notwithstanding, China 
ranked a low 15.795. 

The findings were challenged by 
most friendly delegations, which pro- 
tested that the methodology distorted 
their voting alignments vis-à-vis the US. 
Even the West European allies shrug- 
ged off the survey as so selective and 

ochial as to be irrelevant. Walters 

imself conceded that more than half of 
the assembly's decisions were taken by 
consensus. 

Singapore’s UN ambassador, 
Kishore Mahbubani, doubted if his 
country's ties with the US would suffer 
"because we have been able to explain 
our position when it diverged from 
Washington's." Other delegates were 
less certain that the Reagan administra- 
tion would be so understanding. The 
consensus was that the US would use 
the "report card" as one point of dis- 
satisfaction to justify economic or politi- 
cal retaliation against a low-scoring gov- 
ernment — though probably selec- 
tively. Oo 


mobilising another 100,000 men. Seoul 
believes these men have simply been di- 
verted from combat duty to construc- 
tion projects. 

Seoul, therefore, is reluctant to take 
up the troop-reduction pro | with- 
out first discussing its ed "confi- 
dence-building" measures. Park said the 
South is more interested in a gradualist, 
incremental approach which stresses 
progress at the various levels of bilateral 
contact — including the two sides' Red 
Cross societies, parliamentary delega- 
tions and economic officials. These con- 
tacts, however, were suspended in 
January when the North protested 
against the annual US-South Korean 
Team Spirit joint military exercises. 

In the end, Seoul is committed to 


building up an international framewerk 
| that would safeguard the peninsula's 


peace before taking up the question of 
North-South troop reduction or with- 
drawal of US forces. 

To South Korean officials, the two 


vital first steps in an accommodation be- - 


tween North and South are Pyongyang's 
entry to the UN and cross-recognitien 
of both North and South by Japan and 
China. The two sides' simultaneous 
entry to the UN — a proposal which the 
North had advanced in the early 1960s 
when it was stronger economically — is 
meant to provide an international 
framework to discourage the North 
from attemping.a military solution in 
reunifying Korea. o 
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Indonesian democracy 





from the outside 


Wis US President Reagan pro- 
claimed on his way to Bali last year 
that the “winds of freedom” were blow- 
ing in East Asia, he was the victim of a 
false analogy. The Indonesian Govern- 
ment wasted no time in demonstrating 
the continuing strength of Asian au- 
thoritarianism by expelling two Austra- 
lian journalists travelling with the presi- 
dential partv and, *or good measure, the 
Southeast Asian correspondent of The 
New York Times. 

The analogy that led Reagan astray 
was the Philippines, where President 
Corazon Aquino's "people's power" — 
a middle- and upper-class phenomenon 
with no parallel in Indonesia — had just 
driven an ill and ageing Ferdinand Mar- 
cos into exile. 

As a politician in need of a theme 
for his Asian trip, Reagan may well 
have been a willing victim. But the in- 
cident points to a common deficiency 
in Western public debate about the 
Third World: our ignorance of most 
countries is so great that we are 
forced to substitute analogies for 
serious analysis. 

Another example that touched In- 
donesia — this one raising fears rather 
than hopes — was the fall of the shah 
of Iran in 1979. The spectre of Kho- 
meini-style radicalism. generated a 
tsunami of anxious press commentary 
about Islamic societies from Moroc- 
co to Mindanao that took months to 
abate. 

But actual Muslim political be- 
haviour in Indonesia, the world's largest 
Islamic country, was little affected by 
the Iranian revolution. 

Analogical reasoning can be a pow- 
erful analytic tocl. Comparative social 
science is built on it. But what is most in- 
teresting about Indonesia today is its 
uniqueness. It is virtually the only 
hans oil-rich state in the Third 

rid that has avoided economic and 
political disaster and that has actually 
managed on balance to use its resources 
to enhance, rather than diminish, na- 
tional well-being. 

The contrast is particularly sharp 
with Iran, where the shah's economic 
policies positively invited catastrophe, 
and Nigeria, where economic policy has 
foundered in the shifting sands of unsta- 
ble politics. But even the well estab- 
lished Mexican Government is less sol- 
vent and stabJe today than it was when 
iet deposits of oil were first discover- 
ed. 

What is Indonesia’s achievement 
and how can we explain it? In the mid- 
1960s, at the end of the late president 


T P. 


Sukarno's *Old Order" of foreign poli- 
tical confrontation and domestic econo- 
mic neglect, Indonesia s GNP was 
debis i A From the late 1960s until it 
was hit by oil-price cuts, the economy 
e at an average annual real rate of 
8%. 

To meet declining export revenues in 
the early 1980s, the government took a 
series of painful belt-tightening mea- 
sures, including the indefinite post- 
ponement of several of its most prestigi- 
ous development projects. Today's de- 
pressed world oil market has caused 


new problems — including austerity 
budgets and a debt-service ratio ap- 
proaching 40% — but domestic and 


foreign economists agree that due to 


} 





careful planning and husbanding of re- 
sources, Indonesia is not likely to be se- 
verely hurt. . 

Distribution of the benefits of 
growth is a more controversial issue. 
Statistical studies confirm that there 
has been much more growth in Jakar- 
ta and other cities than in the rural 
areas that support 70% of the popula- 
tion. 

Many of the most successful entre- 
preneurs are members of the country's 
small ethnic Chinese community, long a 
target of indigenous Indonesian resent- 


William Liddle is professor of poli- 
tical science at Ohio State faker 


sity. 





ment and hostility. Jakarta also has its 
own version of Manila’s “crony capi- 
talists," who head a new elite of wealthye 
officials and business executives. 

On the positive side, the govern- 
ment has built tens of thousands of 
rural schools, markets, health centres, 
roads and other infrastructure projects 
since the first oil boom in the early 
1970s. 

It has also carried out a very success- 
ful programme in smallholder rice inten- 
sification, more than doubling the yield 
of Indonesia’s most important food crop 
in a decade and a half. For this achieve- 
ment, President Suharto was honoured 
in Rome by the UN’s Food and Agricul- 
ture Organisation. The contrast with 
Iran and Nigeria, where mismanage- 
ment of oil resources has contributed to 
stagnant or declining agriculture, could 
hardly be more striking. 

What accounts for this relative eco- 
nomic success? Part of the answer lies in 
the accidents of personality: 
the dedication of Indone- 
sia’s Berkeley-trained eco- 
nomists, who have guided the 
development effort for the 
whole 20 years of Suharto’s 
New Order and the perspica- 
city of Suharto, who want- 
ed his country to develop 
and believed in his econom- 
ists. 


B: behind the personal- 
ities are more structural 
variables. One stems from a 
decision, taken shortly after 
independence, of the Ford 
Foundation to invest in the 
building of an economics de- 
partment at the University of 
Indonesia by sending its 
brightest young lecturers off 
to California to earn their 
PhDs. 

A second was the devas- 
tated economy — engulfed 
by inflation and stripped of 
modern management, technology and 
capital — left by Sukarno in 1966. 
Suharto had almost no option but to 
give the highest priority to economic re- 
covery. This led him in turn to the 
economists, who alone held the keys 
that unlocked the doors of foreign as- 
sistance, investment and trade. 

A third and critical variable, often 
neglected in discussions of Third World 
development in the West, was the crea- 
tion of a political system that could sup- 
port a powerful role for the ecbnomists 
over an extended period. All politi- 
cians build with the tools closest at 
hand. ° 

For Suharto, this meant reliance on 
his own institution, the army, which was 
in any event the only coherent, au- 
thoritative and nationwide organisation 
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Die to tal 
lic political situation o 
The army thus became, 
day, the functional eq 
erning political party. — 

Governing through th 
its drawbacks. The N 
in the blood shed b: 











imor, where nationalist 
had just declared the colony's 
dence from Portugal. By most 
accounts, more than 100,000 Timorese, 
4 xth of the population, died as a direct 
| or indirect result of the invasion and 
| Subsequent actions. 
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strators on several occasions in the 
1970s and Muslim dissidents who 


marched on a police station in Jakarta's | 
Tanjung Priok harbour area in Sep- | 


tember 1984. Brute force is sup- 
plemented by the widespread use of in- 
telligence operatives and of command 
structures of decision-making in such in- 
universities. | xe 

- The whole society has also been de- 
paar dn: in the sense that partisan po- 
itical activity is barely tolerated. The 


recent national parliamentary election, 
which resulted in a 73% victory for the _ 
government pariy Golkar — really just 


the political face of the bureaucracy — 

is less about representation than legiti- 

mation. Indonesian-style democracy 

does not include the idea of opposi- 
| tion. . P. dy mE 


donesian democracy distinguish it 
from politics elsewhere in the Third 
World. 

One is Suharto's extraordinary skill 
at responding to the demands of poten- 
tially threatening constituencies, or 


rather fin anticipating them, since there - 


are few mechanisms for direct partici- 
pation. | 

"The clearest example of this is the 
rice policy, which has simultaneously 
freed Indonesia from dependence on 
world markets, created a new class of 
prosperous villagers, provided city 









< Overt coercion continues to be used, 


| divisions. 


| cal tradition and, since 1966, of any al- 


for example, against student demon- | like _ | 
| Nigeria, or South Korea, feel no 


utions to its economic and political - 


appropriate places as legislatures and | 


appear to be a package — a set of in- 


| distribution. From the inside, however, | 
| itis as yet hard to imagine an alternative | 





ciety seriously on its own terms. _ Hi 











an | price, and given. 
servants and soldiers, who receive 
hly rice allotments, an incóm 
st. Rural development, educatior 
lustrial policy and the pricing of bas 
I o provide many additional 
mples. > MES 
~ The second unique feature of N 
Order politics is the legitimacy of mil 
tary rule. The point is not that the mili- 
tary is popular with the masses, who on > 
the whole are probably indifferent to it | | 
— a considerable improvement over the | | 
widespread fear of the late 1960s. It is 
rather that the officers themselves, re- 
ardiess of their personal views of 
Suharto, fervently believe in the mili- - 
tary’s right to play a major role in na- 
tional political life. TI B 





































































































E bree aie the military’s attitude 
has its roots in the army's 1945-49 
revolutionary origins, its battles against 
a myriad of rebels in the 1950s and. 
1960s, and its long struggle for internal 
unity — finally achieved under Suhar- | 
to's leadership in the late 1960s in the 
face of regional, ethnic and ideological 


The absence of a democratic politi- 


ternative political organisations, have 
also been contributing factors. But 
whatever the causes, the fact is that 
military politicians in Indonesia, un- 
their counterparts in Brazil, 


need to apologise for their power or | 
to promise that they will return it to | 
democratically elected civilians. d 

. To understand the New Order's sol- 


problems is not necessarily to recom- | | 
mend them to others, either on empiri- |. 

cal or moral grounds. But it is important 
to recognise that Indonesia's solutions 


stitutions, policies and outcomes that go 
together. To sharpen the point: at the | 
very heart of the system; where econo- | 
mics and politics interface, are the lib- | 
eral market-oriented policies of the | 
economists and the authoritarianism of | 
the generals. li 0] 

As an outsider, it is easy to praise the p=. 
record of political stability and econo- fp 
mic growth while deploring the evi- |. 
dence of autocracy, corruption and mal- 


combination of institutions and policies 
that is both politically feasible and 
pe to produce a substantially better re- 
sult. | | | 
= New solutions will undoubtedly | 
emerge. But they will spring primarily | 
from creative intellectual and political | * 7 
responses to events and opportunitiesas | 
they occur within a complex and | 
dynamic Indonesian society. If outsid- | 
ers are to be of any help, they will have | 
to make a better effort to take that so- | 







































India and Pakistán, 40 


| night, 15. August 
1947. My bref to 
write about the an- 
niversary of indepen- 
‘om dence was vagun: 


, What if. Partition: had not occur- 
? Speculations indulged in: If only 
untbatten had stayed longer, the 
ssacres could have been avoided. 
e problem with the Subcontinent is 
t its sheer size and diversity make a 
Ockery of any single theme, question 
speculation. Perhaps the only way to 
le India and Pakistan 40 years on is 
» along with the diversity and.pre- 
a collage of people, impressions 
d conversations which reflect some of 
pride and disappointments of the 
| 0 years, and some of the worries of 


3 What better place. to start than a club 
in Madras, where my grandfather, as an 
Per in the Royal Army Medical 
Corps, played squash only a few years 
befürc independence: ncn India was 
ill one under the British Raj. “The 
hundred and eighty years of British rule 
in India," wrote Jawaharlal Nehru in 
946, "were just one of the unhappy in- 
erludes in her long Story, she would 
find herself again . 
-At the Madras Club, the interlude | 
st l lingers: portraits of the Queen and 
rince Philip hang on the wall, the Lion 
Unicorn are polished to a sheen in 
' snooker room, and the Times of | 
ndon hangs from the newspaper- 
. My host, Subramaniam, manager 
American advertising agency, pro- 
enthusiasm for Punch, “a lovely 
i x cupid 
We sat. on the. beautiful terrace, 
ching boats. glide t by on the river. l 
of boating here,” said 
ubramaniam, “jolly. good exercise." 
: drank. wake. and sodas. Occasion- 
ily Subramaniam would greet a fellow- 
dat. heartily in English, "Evening 
$ : llo Ge eni It NOR be 

























































tisk ‘rapping’ “of his 
charming jake His manners may have 

een partly shaped by the Raj, but he 
not of the Raj; he was of a modern 
an elite, an Kinglish-spesker, A J 








years on from mid- 
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whisky-drinker, a patriot, a: pourgedis l 
liberal. In short, a man rather like the 





present prime minister of Indi 


question one begins to ask oneself fter 


spending some time in India is to what 
extent this elite is still in control of an 
India which is, as Nehru predicted, find- 


ing herself again, often in a a rma 


and unpredictable ways. 
Subramaniam believed in a unified 


India, for, as he put it, “a large country | 
| drug and arms dealing and violent crime 


makes more sense." He felt Indians 
should stress not their differences, but 


their similarities. His wife and daughter 


were learning north Indian dancing. 
They ate north Indian food with relish. 


But what did he think he had in common | 


with his fellow countrymen? “What do I 
have in common with Mr Kapoor in 
Chandigath? We both like fat women 
and.we know the story of Rama. . Oh, 


| yes, and the English language.” DAE 
Indians, he was convinced, were 


similar enough to live in harmony. "It's 


only those damned politicians who 
exploit differences. Those wretched fel- 


lows are rascals." Those damned politi- 
cians, one hears this a lot from good, 





Ba 's Islamic path: page 34 
Battle of beliefs: page 36 
| The Hinglish debate: page 37 
Reflexions from the Raj: page 47 


= | Aryans of th 


| sations?” 


| Indian. papers. fu 





| liberal, PE T people. A political 


system set up by good, upper-class liber- 
als, appears to be slipping more and 
more into the hands of the rascals. 

Not far from the Madras Club lives 
Nanjil K. Manogaran, general secretary 
of the Dravida Munnetra Kazham 
party. Although there is a picture of 
Lenin on the wall — procurred on a 
recent trip to Moscow, "a very fine 
place" -— Marxism has little to do with 
Manogaran's politics, which can be 
summed up as Tamil chauvinism. Man- 
ogaran, whose Clark Gable moustache 
and sunglasses remind one of the Tamil 
Nadu chief minister, the film star M. G. 


Ramachandran, thinks that the centre is 


imposing “not unity but uniformity” on 
the country. He resents the use of Hindi 
in public places like airports or railway 


stations in Tamil Nadu. 


L* the chief minister, who became 
a popular star in films celebrating 
Dravidian heroes — as opposed to the 
:e north — Manogaran is a 
typical. communal politician, appealing 
to communal resentments. “Why 





.shouldn't people join communal organi- 
asked a senior Supreme . 


Court advocate, recently quoted in 
India Today. “It seems to make them in- 


| stant leaders and gets them important 
positions in politics and government." 


Manogaran calls the Tamil Tigers 
and other Sri Lankan groups who use 
Madras as their base "heroes fighting 
for Tamil liberation." Stories about 


he brushes away as "baseless non- 


.sense." 1 asked Subramaniam, a Tamil 
| himself, what he thought about the 
Tamil Tigers. His answer was swift: "T 


think those blighters should go and 
screw!". This was, it is true, before 
India's controversial intervention in an 
attempt to disarm the separatists. 

It was Nehru who decided to redraw 
the provincial boundaries along linguis- 
tic lines. "The worst thing he could have 
done," said a Madras journalist, who 
saw in it the seeds of disintegration, 
helped along by narrow-minded politi- 
cians looking afte: “narrow-minded in- 
terests. One reason Nehru did it, how- 
ever, was. ef. that regiofal, lin- 
guistic and: thn 









which broke up India.*A glance at the 
f daily stories about 
dling moderates or 
indu extremists killing 

. Muslims 





Sikh extremists. 













bonds would prove | 
stronger than the different religions. 
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killing | 













whose English bor. traces of the time he 
spent abroad. The Muslim area stank of 
| uncured animal skin; great carcasses 
hunginshop windows. —__ 
“This is how they live," said Mohan, 
"in the stink, man, with no education." 
Like so many Indians, Mohan worried 
about the disintegration of his country. 
“Politicians do it. They make the vio- 
lence, man, but they are pushed from 
the outside. " Who, for example? *Oh, 
the Pakistanis, the Americans. ” This, as 
well as those damned politicians, is a 
familiar refrain, which is often linked to 
a related theme: the supposed al- 
legiance of Indian Muslims to Pakistan. 
I heard the example over and over 
: again, in Madras, Bangalore, Bombay 
and New Delhi: “When Pakistan won 
the cricket match against India, the 
Muslims celebrated, they let off fire- 
crackers, they were jubilant. " [heard it 
from Bal Thackery, leader of the Shiv 
Sena party in Bombay (Shiv stands for 
Shivaji, a Hindu warrior against the 
Moghuls, Sena’ means army). Thac- 
keray (yes, he was named after the Eng- 
lish writer) started his political career in 
1966, when he sought to 


Maharastra for the Maharastrans. 


“Today,” he says, “we should forget our | 
linguistic borders and. make India one 


Hindu nation called Hindustan.” 

Thackeray does not believe in sec- 
ularism, “a whim of Nehru’s.” The con- 
stitution should reflect the Hindu reli- 
gion. Thackeray believes that Muslims 
are holding meetings on how to turn 
India into a Muslim state. “We cannot 
keep silent to these challenges in our 
own land . . . We have too many Mus- 
lims here now to drive them out, but 
they must accept Hindustan as a Hindu 
state. A benevolent dictator: hip i is the 
solution." Thackeray's house 
rounded by armed thugs, apparently to 
protect their boss. 

But I also heard the cricket match 
story from less extreme people: a kindly 
doctor in Bombay, who was in favour of 
a Hindu state, because that was ^what 
Partition was all about"; a naval cap- 
tain, who was afraid that Muslims, al- 
lowed four wives each, would outbreed 
the Hindus. "They try to convert us and 
they molest our women," the captain 
said. And I heard it in Mahatma Gan- 
dhi's old house in Bombay from an old 
lady who had known Gandhi when she 
took part in the freedom struggle as a 
clandestine radip operator. The worst 






thing the Muslims did, in her eyes, was 
to lop off a great chunk of India. She 
said that "given the choice between Par- 
tition and remaining under the British 
empire a little longer, I would have pre- 


keep. 


js sur- | 











ferred the latter. But for the support the 


| Muslims got. from the Britisaers, it 
| would never have happened." 


Hindus pride themselves on their tol- 
erance. And. yet one is told by Syed 
Shahabuddin, one of the main Muslim 
leaders, that *the most disturbing thing 
in this 40th year of independence is to 
see inciptent Hindu fascism.” Are Hin- 
dus in fact intolerant, and full of hum- 
bug? Not necessarily. 

There are plenty of Hindus who 
pride themselves on the unity o: diver- 
sity, which Nehru had promoted, and 
even on the fact that there are more 
Muslims in India today than in Pakistan. 
Is Shahabuddin an extreme alarmist? 
Perhaps not entirely. The problem of in- 
dependent : India ttes pd. in thæconfu- | 





holy Ganges and so on. Allah cannot b 


| India, not referring especially to 1 
| Muslims, put his finger on the g 
| so. 24 ref ects our weaknesses and pre 
| artists and journalists continue in Indi 
what is still among the freest presses f 
| Asia should stand as one of the greatest 


| achievements of the last 40 years. 


i Against Partition was tconomic. — 
| thought that while “the Hindu: areas: 


t ry of foreign a 
swaran, did t 
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[ur E their “ide 
dian Muslims hav 
tion. Nehru spoke op 
composite Indian ct 
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lims c cannot accept; (Malis: eel i e 
same veneration. for Mother India, the 








just another godin the Hindu pant 
for he is the only one, transcends n: 
tional boundaries, and is protected by 
dogma. Under the Moghuls this pr« 
sented no problems, for Muslims rul 
during the Raj, the British served 
buffers and arbitrators; but nothin 
prepared Indian Muslims for bei 
powerless minority in a Hindu-do 
nated nation. Shahabuddin, for one, 
jects assimilation, for "assimilation i i 
self-destructive process.” Ch 
when Pakistan wins at cricket is pe 
less a sign of allegiance tothe Muslii 
republic than of disaffection < 
malaise in the modern Indian state. 
Girilal Jain, editor of the Times 
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n us, but now it is part o 







judices." The fact that editors, writer 






to discuss these weaknesses candidly i 







One of the reasons Nehru argue 






not be so hard hit from this 

. The Muslim areas will t 
cally backward, and often deficit, 3 
whith cannot exist without a reat de: 
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owns so much part of Indian 
are much less in evidence. It is an 
my built on borrowed money, 
from the US, and there is a per- 
ear among Pakistanis that one 
t will all collapse. But when asked 
t the greatest achievement of the 
0 years, Pakistanis of every politi- 
tripe say the same thing: the fact 
hey have survived at all. 

The Indians coming here,” said a 
l-known Pakistani journalist, ‘ ‘are 
sessed with Partition. They all want 
go back to 1947. But we don’t give a 
n. It happened and we have to live 
If Indians want to criticise Pakis- 
, there are plenty of. things to attack, 
Partition, to us, is a bore.” 

He spoxe at a dinner party in La- 
hore: The women were beautifully dress- 
d; smoked Dunhills, drank whisky 
nd discussed the latest issues of Private 
ye and The New Statesman. Most of 
ie men had been to the smartest public 
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VA d to Cbesin with. And 

ms 7; four decades later, 
mportance of Islam is still stressed 
| Pakistani school children who are 






















iis textbook 's emphasis on the his- 
continuity of the two-nation theory 

















iot a recent phenomenon attributable 











ent Zia-ul Haq. Secular politi- 
fans and previous rulers less devout 
n Zia also have acknowledged the 
nat heory as the basis of Pakis- 
tan's existence. . 















ome for MSS; 









X: schoo! i in the country called Aitch 
School, a veritable 
| cricket grounds, w 
| a Pakistan are nurtured in English. 
There was a painter, an architect, sev- 
‘eral journalists, a top civil servant anda 


revolved - 


d ir houses look neat; “the. 
; work, and the squalid 


: Mohammed j aris 
| scion of an originally Hindu family, who. 





1 India and Pakistan over 12 centuries - 


the Islamic revival taking place under . 






-~ Islam defints- Pakistani nationhood a ure. Other attempts at creating an In- 
: | dian religion incorporating Islam also 


d pute is over whether the country was | failed in that their followers broke away 
ion 





glamorous opposition politician. Talk 
around... “American © | 
perialism" which *blocked a democratic 


: "cb eig in Pakistan. T s model Ti and | 





and a ‘that the Afghan "rebels 


were all agents of the CIA.  . 

I thought about Subramaniam, the 
agent for Madison Avenue in Madras. If 
he was in danger of isolation in.an India 


finding herself again, what about the | 


members of this parucuar es elite i ina na- 
tion yeh tofind itself at all? NES 





Ox of the reat ironies of f Pakistan, 


8 
often pointed out by Pakistanis, is - 


that the nation's revered founder, 






believed in parliamentary democracy 
and hardly spoke Urdu. His brainchild 


is now ruled by autocratic military men 
and bureaucrats trying to impose Islam 


and the Urdu. language as the principal 
foundations of the nation. “All the ro- 
mance of.the Congress nid and the 


Pakistan should be an Islamic state with - 
the constitution and laws subservient to- 


principles of theology. 

Forty years after independence, 
Pakistani society has yet to resolve its 
division between the secularists and the 
Islamists. Just as the concept of a sepa- 


| rate Muslim identity dates back to the 


earliest Muslim conquests in the Sub- 


| continent, the Islamist-secularist con- 


flict is also rooted deep in history. 

Muslim rulers, established as rulers 
of predominantly ‘non-Muslim subjects, 
had to determine to what extent they 
would Islamise their empire or states. 
But enforcement of Islamic laws — the 
shariah — over a non-Muslim majority 
created political problems including the 
potential for rebellion. 

The Moghul emperor Akbar tried to 
resolve the dilemma by encouraging a 


. fusion of Hinduism and Islam, but his 


deen-e-ilahi (religion of god) was a fail- 


from the Muslim mainstream, leaving 
the Hindu-Muslim divide intact. 
"Muslim rulers and scholars who ex- 


alace with splendid - 
ere the gentlemen | | 
. the opposition and known as a "feudal," - 
the daughter of a landowner. “Jinnah 
based his vision of Pakistan on a class 
| that did not exist,” said Mubhashir Has- 
san, a former finance minister in the 


im- " 
| government of Zulfikar Ali Bhutto. 






Hussain, a i ot ai aream for 





Itisthe most common explanation of 
wh parliamentary democracy, one of 
India's proudest achievements, never 
got off the ground in Pakistan. India's 
democracy was built and sustained by 
a politically sophisticated elite of 
nationalist entrepreneurs, professionals 
and industrialists. This modern Indian 
elite was the product of at least a cen- 
tury of intellectual and political fer- 
ment, and gave leadership to a huge 
nationalist movement. 

Pakistan had none of this. It had Jin- 


| nah who died soon after Independence. 


It had a narrow elite of feudals, more in- 
terested in their regional power than in 
Pakistani nationalism (the greatest en- 
thusiasm for Pakistan came from the 
Muslim minority states in India). It had 
uprooted, riot-shocked immigrants, 


and it had a chunk of the Indian army, 
one of the great modern institutions. 


The problem from the very beginning 
with Pakistan was summed up perfectly 
by a Pakistani journalist currently work- 
ing in India: "Most people in Pakistan 





pressed readiness to sacrifice religious 


purity for political expediency might be 
considered early secularists within In- 
dian Islam. They were resisted in their 
secularising attempts by religious scho- 
lars (ulema) and faithful princes whose 
tradition has been kept alive by Islamic 
activists (usually referred to in the 
Western press as fundamentaliste). 

- A major change in the position and 
situation of Indian Muslims came with 
the decline of their power and the rise of 
British colonialism. When Britian re- 
placed the Muslims as India's rulers, 
hostility between the two was the result. 
The 1857 war. iun as the Sepoy 
Moser was followed. by British Supe 



























tal lack a sense of what it 
Pakistani. In our eyes, Indians 
know what it is to be an Indian - 
admirable in a way." | 
e This led not only to lor 
military rule, but also to the: 
of Islam as the only commi 











: said in 1948 that, “Pakistan is a 
Muslim state and it must have as its lin- 
gua franca the language of the Muslim 


| A. Rehman pointed out in a recent 











e Herald that, “Insistence 

: 'akistan's indigenous lan- 
j| guages as ‘non-Muslim,’ and repudia- 
[| tion of the Quaid's [Jinnah’s] concept of 
. |] a multi-religious Pakistani nation in 
. favour of a 'Muslim nation' marked the 
beginning of the process which has re- 
sulted in the country's present crisis." 
One sees what he means. But without 





becoming a Muslim nation, could Pakis- 


tan have found a raison d'etre at all? 
It is a dilemma that has completely 
polarised the: into secularists and 
usts. The latter tend not to be 










pression of Muslims activists, who were 
seen as the main organised resistance to 
British rule. | 


. The Muslim response to early British - 


| policy was divided along ideological 
| lines. Orthodox Muslims decided to dis- 
| associate themselves from the infidel 
rulers and a religious institution was es- 
tablished,at Deoband in 1867 to prepare 
for a future Islamic resistance. But mod- 
ernists led by Sayyid Ahmed Khan in- 
sisted that Muslims would not survive if 
they did not accept Western education 
and seek British protection for a sepa- 
rate identity. To prepare English-edu- 
cated Muslim civil servants and politi- 
cians, Khan established the ligarh 
















have a stake in the Pakistan ideol 
in Islam, in Urdu. : 
. journalist in Islamabad, often 
ociated with the fundamentalist 
Jamaat-e-Islami, 






The historian Waheed Uz Zaman, for 
example, believes that "if 
were enforced completely 
| of society, the regional pro 
dis | 
| ha 
they. see the social tensions in terms of 






pont 


| eve-y level 
ms would 
ear." Leftists of the old school 











“ism would take care of everything. 
Fortunately none of the simple 


though well organised in various politi- 


Muslim University 10 years after the 
founding of Deoband. te 
The demand for Pakistan was first 





lims and their obvious concern was for 
the preservation of political and'econo- 
mic rights in the face of anticipated post- 
independence Hindu domination. But 


secular, united India. — ^. 

Several traditional religious leaders 
opposed the Pakistan movement, large- 
ly because of what they saw as the non- 


| Islamic character of its leadership. The 
| future Pakistan, they thought, would 
| continue to be led by Westernised lead- 


ers and if that was to be the case, it was 
on training better Muslims for leadership. 


So after independence the Islam- 
ists, including those who had disag- 


reed with the creation of Pakistan, 


launched a powerful campaign to trans- 
form the new nation into an Islamiz one. 
Their demand for an Islamic constitution 
pitted them against secular modernists 
who argued that Pakistan waj not meant 
to be a theocratic state since atheccracy 
could not survive in the 20th cemtury. 
Ali Jinnah, revered as Pakistan's found- 
er, did not live beyond the first year of 
independence, leaving the question of 
what he had envisaged the new country 





as- 








contemptuously dis- 
misses the secularist feudals discussing 
The New Statesman in Lahore as “draw- 









| can. 





true Islam . 






n equally simple answer. Because | tanis have. 
3 ' tite for debate 
„unequal capitalist development, social- - 


answers have been ruthlessly enforced | 
in Pakistan. Islamic fundamentalism, | 


articulated by Western-educated Mus- - 


mass support for the Pakistan demand > 
did not come until the promise cf a re- 
ligious state was held out as an alterna- 
tive to permanent minority status in a - 


| remained aloof from — 


better for Deoband ulema to concentrate ` 
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180-year in 


| -| with it, too. “Tus 
Islamic fundamentalists havé a sim-- 
ple solution for the Pakistani dilemma. - 


was the only goc 
behind," . said 
editor. “But 

















cism, both from outsi 
Subcontinent. The continued 
to take it, despite periods of sev 
pression is something to be truly prouc 
of in a world were tolerance of this kin 
is an ever-more precious commodity. [3 




























and his exegesis of the Koran provi 

the basis for a fundamentalist ideolo 

applicable in a modern context. — 
Although Maududi had sur 

the two-nation theory in pua : 
the 
























Movement, arguing that the Musli: 
League leadership was incapable of in 
PE EAR iam and should not thei 
ore be followed. After Partition; th 
Jamaat-e-Islami in Pakistan becam 
political party agitating for Islami 
tion. The party, which also exists acro: 
the border as a social and religious 
movement, was a significant influence 
during Zia’s Islamisation drive under 
martial law. 

Forty years after independence, Is- 
lamists in Pakistan are split between 
traditionalists,- emphasising personal 
piety, and political activists, who claim 
that the supremacy of Islarhic law woul 
simultaneously reform both society an 
the individual. Although the Islam 
are clear about their ideal, ther 
great deal of confusion over the 
and methods of Islamising 
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tAliin New Delhi — 
| For the first time in 


AC tourism minister Muf- 
me iti Sayeed —. has 
1 y^ resigned in protest 
Jou) against the failure of 
Ew 

v». his own colleagues to 
down communal strife. Two days 
sr his resignation in July he said: 
communal warfare that is going on 
e country is unprecedented. People 
ghting against people . . . Muslims 
other minority communities are 
ng used by some people for their per- 

al gains.” 
Hindu-Muslim 
populous state, Uttar Pradesh, is 
iore serious than ever since the coun- 


's independence in..1947. Also in-- 


fected are Gujarat state and New Delhi. 
All signs indicate that the communal 
virus is spreading fast to other states, 
especially in the Hindi-speaking region. 
.: One widely held view is that the 
spurt in Hindu militancy is a reaction to 

uslim fundamentalism and the new 
assertiveness of the Muslim community, 
whose strength is put between 75 to 120 
million of India's total population of 700 


million in 1985. This is plausible, but - 
more important still is what Pandit 


nderlal, a trusted companion of 


Mahatma Gandhi, stated in the 13 Au- 

gust 1976 issue of Radiance, a weekly — 

magazine in New Delhi: "I know there - 
-a thing like narrow Muslim com- 


munalism in India, but I say it with con- 
ence that Muslim or any com- 


nalism in-the country is the product 


ndu communalism, which is still so 
‘ply rooted, and not vice versa." - 

ndian nationalists often argue that 

British are to blame for the com- 


1unal conflict in India. Under their po- 


of divide and rule, so the explana- 

on goes, the colonial administrators 
qated an inferiority complex in the 
lindu mind. At the same time they 
played subtly on Muslim fears of the 
‘overwhelming Hindu majority. Neither 
lindus nor Muslims ever went on a 
ymmunal rampage before the indepen- 
nce movement was launched, the 


nationalists like to say. 4 


-, But 40 years after independence, it is 
difficult to blame either the Muslims or 
the British for the unmistakable rise in 


epic, Ramayana, is an undreamed 
of success. Many families purify their 
TV rooms by lighting joss sticks be- 
fore sitting down t 


tension in India's 


¿watch the latest 


episode. Appearing in public, the actors © 


and actresses playing the leading roles 
are shown the respect normally due to 
the gods and goddesses themselves. 

` Minorities fear that state patronage 


of religious fervour could encourage 


the fringe of Hindu extremism. The 


minorities have always resented, albeit - 


silently, adoption of Hindu symbols in 
state affairs after independence. The 

considered them to be in conflict. wit 

the secular constitution of the country. 
Breaking of coconuts, putting vermilion 
on foreheads, invocation of Shiva are 
normal features: of Indian state func- 
tions. These are justified as cultural 


symbols. The same justification is used - 


for the TV moto of satyam, shivam, sun- 
daram — truth, Shiva and beauty. 
Shiva, it is said, is simply the Sanskrit 


name for the almighty, not the god of 


the Hindu trinity. Vr das. ik 
Agnostic Indians are also alarmed by 
all this. They say that the increase in re- 
ligious fervour is not the same as 
genuine piety; because it has little to do 
with morality. There is no correspond- 
ing fall in anti-social activity or crime. 
Many agnostics see the phenomenon as 
a result of rightwing Hindu militancy, as 


represented by the Vishwa Hindu 


Parishad — a coordinating body at the 
apex of several rightwing Hindu organi 
sations. Even more important is the 
extremist Rashtriya Swayam Sewak 


Sangh, or the RSS. 


The RSS is a cadre-based organisa- 
tion that describes itself as non-political 


| and devoted to social and spiritual up- 


lifting of the Hindu community. It has 
been accused of engineering riots and 
heading rampaging communal mobs 
ever since the pre-independence days, 
but it has never been found guilty by any 
court. Working steadily over a long 
time, it has come to acquire control, or 
influence over the management of a 
large number of temples. 


pgs extreme ideology of RSS is fuel- 
led by the stereotype of an aggres- 


eviction of Muslims at the time of Parti- 
tion, but it suffered a major setback in 
the wake of the assassination of 
Mahatma Gandhi, who was considered 
by all Hindu militants as the main obsta- 
cle in their way to solving the Muslim 
problem permanently. : ad 
The second crackdown on the RSS 


came during the emergency proclaimed 


by Indira Gandhi. A number of RSS 
people slipped out of India to set up 
cells around the world, from the US to 
the Gulf.to Hongkong and beyond. 


They found homesick expatriates or In- 


an | 
sive Islam on the rampage. It advocated 


| dians who had become citizens of other 


countries far more willing than people 
at home to contribute generously to the 
building of temples in India. This source © 
of funds continues and helps the RSS to 
build new temples and finance its pro- 
selytising activities. 

Over time, the RSS has come to ac- 
quire considerable political influence. 
In most elections it has generglly sup- 
ported. the . Bharatiya Janata Party 
(BJP) — the party of Hindu militancy, 
which claims to be secular: But both the 
RSS and the BJP disclaim any associa- 
tion. Being an. ideological organisa- 
tion, the RSS. keeps its electoral 
options open. and has been known to. 


support even Con 





depending upon the issues at hand. 

Critics of the RSS point out that like 
all other Hindu extremists, its members 
were frightened off by India's anti-ex- 
gremism mood following Mahatma 
Gandhi's assassination, which was used 
by Prime Minister Jawaharlal Nehru to 
curb Hindu militancy. The militants 
came out again after Nehru was weak- 
ened by the debacle of the 1962 Sino-In- 
dian war. The war of succession that fol- 
lowed in the Congress soon afterwards 
gave them further opportunity, and by 
the time Nehru’s daughter, Indira Gan- 
dhi, took over in the second half of the 
1960s, they had infiltrated some of the 
Congress organisations. 

By the time Gandhi was consolidat- 
ing her position in the 1970s, the mili- 
tants had grown strong enough to con- 
vince her that she would have to culti- 
vate a Hindu image to strike deep roots 
in the Indian polity. 

By the mid-1970s, she had contri- 
buted money to a temple in Dhaka and 
seemed to have been carried away by 
mass acclaim in India as a reincarnation 
of Durga — the destroyer-mother god- 
dess in the Hindu pantheon. This was 
after her victory over Pakistan in 
Bangladesh. She went on conspicuous 
visits to various temples and confided to 
an aide that while her father was an ag- 
nostic, she was a believer. 


he latest resurgence of Hindu 

militancy has been attributed to in- 
tensification of conflict among va- 
rious Hindu castes. Hindus belong to 
one of two groups: the outcasts, com- 
prising the untouchables and the tribals, 
and those who fall into one of the four 
varnas — hierarchical groups. Under 
the four varnas, Brahmins who are 

riests and scholars are at the top, fol- 
owed by Kshatriyas or warriors. Next 
are the Vaishas, the merchant class, fol- 
lowed by Sudras, the peasants. Today 
these deep divisions are profoundly af- 
fected by socio-economic change. 

The top three varnas are estimated 
to be about 15% of the country’s popu- 
lation, but in possession of 80% of its 
wealth. The Sudras, together with the 
outcastes, account for most of the total 
Hindu population. Like the Muslims 
who have begun to do better economi- 
cally after India’s independence, 
the backward Hindu castes have 
achieved enough to raise their expecta- 
tions. 

These backward castes are now de- 
manding equality with the oo castes, 
but the search for equality often man- 
ifests itself as imitation of social 
superiors. This suits the high castes, 
who are aware that they will have to give 
something to the aspirants. Some lead- 
ers of the Muslim community say that 
the high-caste Hindus who monopolise 
business, administration, the profes- 
sions and education are trying to delay 
the process of social mobility by creat- 
ing conflict between the Muslims on one 
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hand, and the backward castes and out- 
castes on the other. 

Many Muslims think that the intense 
religious fervour among Hindas since 
the beginning of the 1980s ccincided 
with the upper castes’ demand for aboli- 
tion of statutory reservations in jobs and 
education for the backward castes and 
the outcastes. There is no such reserva- 
tion for the Muslims. The Muslims also 
say that in all the riots thet are not be- 
tween Hindu castes, it is the backward 
castes and outcastes that zre th-own at 
them. 

Muslims also say that Hindu high 
castes want them to go back to their 

hettos, so that the scarce resources can 
used to satisfy the backward Hindu 
castes. In this way the high castes can re- 
lieve the social pressure from be ow and 
hang on to their share o? wealth and 
power. Naturally, these Muslim argu- 
ments are regarded by Findus as at- 
tempts to split the Hindu community. 

There are many popular myths used 
by Hindu militants to scare the Hindu 
majority. One is that Muslims "breed 
like rabbits" to become a majority in fu- 
ture. Another is that the Organisation 
of Islamic Countries has dezided to con- 
vert India into a Muslim majority coun- 
try around the turn of the century. A 
torrent of petrodollars is said to be 
pouring into India for conversions. A 
large number of Bangladeshis and Pakis- 
tanis are said to be infiltrating Ir dia for 
illegal settlement. The Sikhs are sup- 
pome externally to separate Punjab 

rom India. Foreigners in collusion with 
Pakistan have hatched a conspi-acy to 
break India into pieces and share the 
loot. And so on and so forth. 

The other old argument. heard more 
and more, is that the Muslims took away 
their share when they carved Pakistan 
and Bangladesh out of India. And while 
Pakistan became a Muslim state and 
drove out all the non-Muslims — and 
Bangladesh still drives out the ircrease 
in its non-Muslim population so taat the 
Hindu population there has beem static 
since 1947 — the Indian Constitution 
provides Muslims and other mirorities 
special protection and ever guarantees 
them po which make Hindus sec- 
ond-class citizens in their only ccuntry. 

Now Muslims demand even more in 
India and dare to oppose cultural values 
that make Hindu life meaningful. To 
protest against all this alleged injustice, 
a large number of posters, handb Ils and 
p proclaim that those who want to 

ive in India must live as Hindus. 

The fundamental quarrel here is not 
so much between Hindus aad Muslims, 
as between the Congress secularists and 
Hindu militants. People are worried 
that the Congress leaders are finding 
Hindu militancy already too formidable 
to challenge. Critics say tha: the present 
cabinet cannot cope, not as long as its 
home minister is a Sikh and its prime 
minister the son of a Zoroastrian amd hus- 


band of a Roman Catholic. E u 


You say English, 
I say Hinglish 


By Jagdish Bhatia in Calcutta 


&& have no doubt whatsoever that, if 

those who have the education of the 
youth in their hands will but make up 
their minds, they will discover the 
mother tongue is as natural for the deve- 
lopment of man's mind as mother's milk 
is for the development of the infant's 
body. How can it be otherwise? The 
babe takes its first lesson from its 
mother. I, therefore, regard it as a sin 
against the motherland to inflict pons 
her children a tongue other than their 
mothers for their mental develop- 
ment." 

Thus spoke Mahatma Gandhi — in 
impeccable and accented English — 
thereby setting the tone for a con- 
troversy that has persisted for 40 years 
after his assassination and the birth of 
independent India. It is a curious fact of 
Indian life that the periodic demands of 
angrezi hatao (remove English) are 
often couched in English, which con- 
tinues to be the preferred lingua franta 
of the country's ruling elite. 

The 180 years of British rule is said to 
have given the vast diversity of India 
three cementing bonds: the so-called 
“steel frame" of the civil service, an ex- 
tensive though selective network of rail- 
ways and the English language. While 
some might claim that the winds of poli-- 
tical change have compromised the stab- 
ility of the first, and that the corrosive 
climate of declining standards has im- 
paired the efficiency of the second, the 
third has rolled on regardless. How- 
ever, it is yet to be determined whether 
it is a vehicle of progress or of retrogres- 
sion. . 

As enunciated by its champions, the 
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* Of the 16,000 newspa 


advargages of English are as familiar as 
the incantation of students learning 
a schdégl primer by rote. In 1956, the 
official Yanguage commission noted: 
“Knowledge in respect of scientific 
advances and discoveries is more 
quickly available in the English lan- 
puage than in any other . . . We, in 
ndia, happen to have a considérable 
measure of competence in English . . . 
and it would be wantonly*foofish to 
throw away this advantabez" In the 
following year the Kunzru ‘cqmmittee 
set up by the university grants*commis- 
sion echoed these views and recom- 
mended that Epplish be retained as a 
properly studied secgnd, or auxiliary, 
anguage. ^ ooo 
owever, threé years later the uni- 
versity . grants commission lamented 
that it was “an undeniable fact that 
after independence insufficient atten- 
tion was paid to the teaching of English 
in our universities and colleges. This 
was largely due to controversies of a 
non-academic kind about the future 
status of the English language." The re- 
rt stressed that, as a result, there had 
en a sharp decline in communication 
skills, and pointed out that “deteriora- 
tion in standards of English adversely 
affected standards in other subjects 
also." 

Despite such caveats, the Union 
Education Ministry confidently as- 
serted in 1967 that, "in principle . . . the 
Indian languages should now be 
adopted as media of education at all 
stages and in all subjects, including ag- 
riculture, engineering, law, medicine 
and technology." Eleven years later, 
the then prime minister Morarji Desai 
publicly decreed that within two years 
all state governments should switch 
from English to their respective region- 
al languages. Desai also decreed that 
Hindi should become the official lan- 
guage of the central government within 
six years. 

Such predictions of its imminent 
downfall notwithstanding, English is 
firmly entrenched among India's upper 
and rapidly growing middle classes 
which see it as a ticket to better career 
prospects and enhanced social status. 


nglish is the official language of 

four Indian states: Mizoram, 
Meghalaya, Nagaland and Arunachal 
Pradesh. According to some estimates, 
India has more English-speakers, in 
some form or other, than Britain does. 
rs registered in 
India, more than 3,000 are published in 
English which is the de facto commer- 
cial and administrative language of the 
country. 

India, with its more than 1,650 
mother tongues, mostly unscripted, the 
need for a national language is only too 
obvious. Repeated attempts to promote 
Hindi, the official national language, as 
a replacement for English haye been 
vigorously resisted, particularly by the 


5. 00: 


southern states which view such at- 
tempts as evidence of the linguistic 
chauvinism of the north. 

There is some evidence to support 
such fears. For instance, some charge 
that Hindi was made the official lan- 

uage of the Andaman and Nicobar 
islands despite the fact that at the time 
the non-tribal population of the ar- 
chipelago comprised only 14,000 Hindi 
speakers as against 28,000 Bengalis and 
14,500 Tamils. Also, there have been 
allegations that statistics, such as the 
1971 census figure showing 162.5 mil- 
lion Hindi speakers in the country, 
are often skewed to favour the national 
language. 

Yet, even those critical of the con- 
tinuing colonial hangover of English 
admit that the form of Hindi used by the 
government in official communications 
is almost as alien and incomprehensible 
to the so-called common man as the im- 
perially-imposed language. The Hindi 
zealots keen to , T6pince commonly 





Desai: replacing English. 


understood cosmopolitan terms with 
jawbreakers has been lampooned. Here 
is the one for table-tennis, roughly ren- 
dered: “above the table, under the 
lights, hit shots, receive shots." 

If such satire exposes the absurdities 
of Hindi officialese, it also underscores 
the fact that English retains its position 
thanks more to default rather than to in- 
trinsic worth or local suitability. Even 
though the claim that English is the ling- 
ual currency of no more than 3% of 
India's population may be viewed with 
some scepticism, it is undeniable that 
the language foisted on the country by 
Thomas Macaulay in 1835 remains an 
argot of the privileged, widening the 
gulf between the new rulers and the 
ruled. 

Countering the credo that English 
has been a vehicle of modernism and 
liberal thought, critics point out that it 
has been a means of communication 
only between members of a particular 
class, thus reinforcing their role, often 
at the expense of others. For instance, 
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English can certainly enable a Bengal 
barrister to exchange views with a 
Marathi accountant, but it excludes a 
Kashmiri shepherd and a Kerala pea- 


sant from both its charmed inner circle 
e 


and from each other. 


| A language represents not just words 


mechanically strung together, but 
the heartbeat of a culture. Commenting 
on the pride and prejudice evoked by 
English in India, David Selbourne has 
summarised the issue as a question of 
“freedom from slavish imitation of forms 
of thought, and not just the speech of the 
big white chiefs who departed across the 
water in 1947.” Of Indians who would 
be more British than the British in their 
speech, he says: “The mother tongue 
for some of these snobs . . . means Eng- 
lish, just as the mother of parliaments is 
England, and mother India merely one 
of Victoria’s darker daughters.” 

In these rarefied realms, the speaker 
of “bad” English (i.e. Indianised Eng- 
lish) becomes a butt of 
jokes — not a chap you 
would ask over to the club 
or give a job to, except 
per as a lowly babu 
(clerk). 

In the new India, how- 
ever, clubs, babus and 
English are all undergoing 
a sea change. Like that 
other colonial institution, 
cricket, which seems to 
have taken root in the 
soil, English is becoming 
pcrestingiy Indianised. 
Among the many studies 
of the new Indian English 
is a survey undertaken by 
M. P. Jain of the Indian In- 
stitute of Technology. 
With the help of a com- 
puter, Jain has identified 
thousands of words and 
phrases unique to this patois, which bor- 
rows uninhibitedly from vernacular 
usage and is nourished by the spicy fare 
of Bombay films and increasingly popu- 
lar TV soap operas. 

Unlike the earlier derided babu Eng- 
lish which sought to emulate Western 
norms with comical results, the new In- 
dian English is unabashedly desi (indi- 

enous) in its overtones. For instance, 
in a recent TV programme a woman 
complained of her husband: “Woh muje 
taken for granted lete hain." (He takes 
me for granted). Is the sentence Hindi, 
English or *Hindlish?" 
ile users of standard Engis view 
with dismay this brash and disruptive 
gatecrasher, there is no denying the 
popular infectious appeal. It wbuld be 
fatuous to believe that such a 
hodgepodge could ever claim the status 
of a formally codified language. But it 
could in time become a recognised 
tributary of mainstream usage, in- 
fluencing the course of English in 
Bharat Mata, which is mother India. Ll 
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If you wish to increase productivity 
and improve quality, 

let’s get together to see which 
special machinery will ensure your 
success 


Energy technology 
Environmental engineering 
.Process engineering 
Mechanical engineering 


Hong Kong Singapore Australia 

Deutsche Babcock Group Deutsche Babcock Group Deutsche Babcock Australia Pty. Ltd. 
G. PO. Box 5395 10-01 Shaw House P O. Box 57, NSW 2065 Sydney 
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In a Malaysian fertilizer plant, for 
instance, a turbocompressor 
brought technical and economic 


optimization 
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Theexactcompliance with certain con- 
ditions such as pressure and tem- 
perature :s decisive forthe efficiency 
of chemical processes m fer-ilizer 
production. And no less decisive for 
piant productivity and cost efficiency 
are the operational reliabilitv and 
service life offered by the mechanical 
key components 


The turbocompressor kuilt by us for 
a fertilizer factory in Malaysia oper- 
ates along the lines of a tho-oughly 
proven principle, but is designed 
with the help of specially developed 
CAD programs to completelv and 
specifically fulfil all the application- 
related requirements. Figh-cuality 
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materials are employed so that the 
turbine blades are able to withstand 
the high-G centrifugal forces 
required by the compression process. 
And our modern NC machines 

the rest, ensuring that all the compres- 
sors components are manufactured 
to the ultimate in precision. 

Just one example of our mechanical 
engineering capability 

Babcock is worth looking into - why , 
don't you ask for some more detailed 
information? 


Deutsche Babcock AG 
Postfach 1003 47 
D-4200 Oberhausen 1 
Fed. Rep. of Germany 
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HEN YOU'VE REACHED THE TOP. 
. NHAT'S WHERE YOU SHOULD STAY. You Could 


1; Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT wnich is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of. its 
kind 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 

HILTON INTERNATIONAL | | 5 tions oen 

foolscap page issue of CHINA TRADE 


EXEC UTIVE FLOORS REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 


the important zones in China 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
| (tick one): 
| American Express O0 Diners Club O 
MasterCard O Visa C 
(Please print in block letters) 


| Card No: 
Exp. Date: 
































At Hilton International, we have 
created the Executive Floors so as to 
offer vou, the discerning traveller, the 
ultimate in service, accommodation 
and convenience. Here you will enjoy 
the privacy of an exclusive lounge, 
concierge service, complimentary 
breakfast and cocktails and private 
check-in. 

What more could vou ask for? 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 


| Signature: 
Name: 
You will find our exclusive Executive Floors in these | Address: : 
Hilton International hotels in Asia-Pacific: | 
Adelaide ® Bangkok ® Brisbane * Colombo * Hong Kong | 
e Kuala Lumpur * Melbourne * Osaka * Petaling Jaya * Sydney | Annual subscription rates: HK$2,310 US$300 
: 4 Taipei e Te kyo Bor airmail anywhere in the world. v 
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Highlights: 
@ Theme Pavilions will highlight export potential of 
indian Plastics and Rubber Industries, their growth 
l projections and future plans. 
pecial displays of the latest plastics and rubber 
| 3 chinery, equipment and products in India and 
abroad. 
49 Visit of delegations of specialists and buyers from 
-several countries. 
@ Seminars—High level participation from 
Government and Industry. 
First four days of the Fair will be exclusively 
devoted to business visitors, in addition to the 
normal business hours on other week days. 
@ Special facilities for Small Scale Industries. 


EXHIBITS PROFILE: 

Plastics 

1. Raw Materials 

2. Machinery 

3. Ancillary goods 

4. Adhesives 

5. Processors and Fabricators. 
6. Electronics 

7. Packaging and food items. 


Rubber 

1. Auto tyres 

2. Two wheeler and three wheeler tyres. 
3. Footwear 

4. Transmission belting. 

5. Sports goods. 
6 
7 





. Latex products 
. Rubber for Defence 
8. Retreading 
9. Raw material 
10. Synthetic rubber 
11. Reclaimed rubber. 
12. Polymers and chemicals. 
13. Carbon black. 
14. Chemicals 
15: Fibres and fabrics 





Pragati Maidan, í 
November 14-2 










16. Fubber manufacturing machinery. 
FACLLITIES FOR FOREIGN PARTICIPANTS: 
e Duty free import of exhibits for display. 
@ QCh-the-spot customs clearance. 

© Sale of exhibits. 

@ Warehouse provision. 


e Alotment of fair quota. 
e o -the-3pot issue of import licences. 













































PARTICIPATION CHARGES: Us 
International National 
Sector Sector . 


Covered space US$7C per SOM Rs. 700/- per SOM. vu 
Open paved araas US $25 per SQM | Rs. 250/- per SQM. | 
Openspace | US$2CperSQM Rs. 200/- perSQM | 





The Plastics Theme is organised by the Trade Fair | 
Authority of India in association with PLAST INDIA |- 
FOUNDATION, Bombay which includes Plastics | 
Manutacturers Association, Plastics and Linoliums 4 E 
Expor Promotion Council, Plastics Processors of | > 
India, Indian Plastics Federation, indian Plastics | _ 
Instituce, Central Institute of Plastics Engineering & {> 
Tools, Gujarat State Plastic Manufacturers 
Assocation and other bodies c8nnected with the 
Plastics industry. 

The Rubber Theme is being organised by the Trade |- 
Fair Axithori-y of India in association with All India | 
Rubber industries Association, Automotive Tyres 
Manufacturers Associations, Rubber Board, 
Chemicals and Allied Products EPC, Al India 





Indus i es Aesociation and other bodies connected 





For details, please contact 

General Mar ager, 

TRADE FAIR AUTHORITY OF INDIA, 

Praga Maidan, New Cethi-110 001 

(Telex: 031-61311 & 0381-61022 COMX IN : 
Phones, 331-7603 & 331-5215: Cable: COMEXH). * 
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More legroom. More elbowroom. More comfort. 


It's a business proposition worth thinking Complimentary drinks to help you 

about. unwind. Followed by a selection of delicious 
Every seat either a window or an aisle Indian or Continental cuisine served by 

* seat. The seat itself is plush and spacious— gracious sari-clad hostesses. 

measuring up to the most exacting The next time you fly abroad on business 

standards. consider what a great deal you're getting. 
Nine comfortable inches on the armrest Including what you can take home... 

helps you get in some last minute work. lovely memories of Air-India's Executive 

A There are a couple of bonuses too. Class — on all 747 and A310 routes. 


HTA-10 85 





FE -ATERIAA 
The airline that treats you like a Maharajah 








dian memories from 


the Rajto the Gandhis 


, By inder Maihotra in New Dethi 
l On the 40th anniver- 


a proud landmark in 
the history of an ate 
cient land which > 

also a young B or: 





A 
But when iooked at from the perspec- 


tive of four decades, the Indian picture |. b 


is a lot more mixed. Those not old 
enough to remember the era before 
1947 can hardly appreciate how far and 
how fast India has come from the day 
when the sun finally started to set on the 
British Empire. 

I look back on the 40 years of free- 
dom, years that have taken me from 
adolescence to middle age, with a pride 
undiminished by the grim difficulties 
bedevilling the country. 

It would, for instance, be unpardon- 


able to overlook religious, regional, | 
linguistic and other conflicts. | 
threatening Indian unity. But the more 


ethnic, 


important reality is that this country, 
more populous and diverse 


spite the darkest forebodings at the time 
ofi its independence and later. 

“Except for the 
emergency rule in the mid-1970s, India 
has also been the world's largest, lively 


and somewhat chaotic democracy, the. 


only developing country of its size to 
have this distinction. | 

Over the decades, the Indian econ- 
omy has expanded at the slow but 
steady rate of 3.5% per year. Even with 


>ja less-than-stunhing growth rate, India . 
.j has torped. its vay into the world's top 10 


dide Mülhorta was the resident editor of the 
Times of India in New Delhi from 1978-86. 





sary of independence, 


19 months of. 





of indi 


industrial nations. Militar ly it is among 
the first five. It has the third largest re- 


servoir of highly skilled technical and 
scientific manpower. The average In- 


dian's life expectancy aas doubled. 


However, the world’s largest concentra- 
tion of illiterates also can be found 
within its borders. 
ioc remains a rich land inhabited 
oor people, if only because 40% of 
ians stili live below the poverty line. 
But this does mean that 480 million In- 
dians live above the poverty line. This 


| number is larger than the entire popula- 


tion of the Subcontinent from the 
Khyber to Cox's Bazaar 40 years ago. 
What is more, 100 millior Indians have 
a standard of living as hign as, say, that 
of Italians. These numbers only under- 
score a terrific gap between the rich and 


the poor of India. Yet, they also show 


the Indian market. 

Enough of these expressive indi- 
cators. The ups and downs, joys and 
sorrows of India perhap» can best be 


with that of India's. And taere is no bet- 
ter point of departure than that day de- 
scribed by Jawaharlal Nehru as the day 
of India’s “tryst with destiay.” 

I remember 15 Augus: 1947, as the 
happiest day of my life. At 17 years of 
age, however, one can be terribly into- 
lerant of other people’s follies and 
this nearly ruined for me the start of 
the joyous day I had been long await- 
ing. .. | | 
The girl next door, hzrd put to ex- 


plain to her younger brother the cause 
of the excitement and fes ivity, tried to 


fob him off with the declaration: "Today 
is the coronation of Pandit Nehru.” 
I was livid at this affro1t to the birth 


| couldn't he be ruthless 


| dhi, 


.Nehru's total refusal to a 
democratic path, even temporari 
| wonder nostalgia for his high 
rule grows as each day passes... 


! the border war with China, it was 
Gandhi who ranra i it to its zenit 


war with Pakistan. 


| takes and grievously did she.pay f 
. them. Her intense devotion t ndia 
honour and power was, er. 
| beyond doubt or question. She: up ek 
| the one and built up the other with co: 
| summate skill. But she never could. 
. down her cardinal sin of imposi 
. Emergency. For this: educated Indi 
| revile her still. | Ak 


| events of the four deca 
| with the topic of food. I 
| as a schoolboy of the infam 
. famine, a virtual creation of the 
| fort during the last days of the Raj 


| the bread basket went to Pakistat 
|. captured by the intertwining of my story | 
than | 


Even so I was not prepared for 
Europe, has survived in one piece de- 


trauma of the mid-1976 when two. 
. deaths of two prime. min: ister | 
succession. and two savage droug 
_ created nightmarish food scarcity. . 


' bridge the massive gap. But then-pr 


. dian criticism of his Vietnam policy 
| food supplies on a very tight leash. 


| see the day when my country. could fc 
itself. Within eight years, I was prc 

wrong. These days the gov t 
 granaries usually overflow; thoug 





an democracy, the world’s | 









impatient with wha 
porising and -compro 



















































exasperation, and give short 
corrupt and the incompete: 
Not until his daug iter, Indi: 
demonstrated authoritari 
did we realise how whol 


If India’s morale was at its nadir. 


Thereafter she made grievous mi 


rar us significant nd. c ol 





After independence and Par 


food shortage in India became 





America was able and. willing 


dent Lyndon Johnson, infuriated by I 





Back then I felt I would not live t 











true that a large number 
go to bed on empty stomach: 
mains a Nand of paradoxe es. 









= - i The French 
| thropologist 





Louis 











~ that “the secret of 
/\ | Hinduism may be 
found in the dialogue 
between the re- 
i dH nouncer and the man- 
h re " This tension in Hindu 






























suits and an affirmation of living a 
life is explored in Prof. T. N. 
dan’s book. It is appropriate that 
i-Renunciation: Themes and In- 
retations of Hindu Culture has been 
blished on the occasion of the 40th 
iversary of India's independence as 
provides essential insights into the di- 
mmas of modern Hinduism. 

‘Renunciation of worldly pleasures is 
ntral to such South Asian religions as 
ainism, Buddhism and Hinduism. This 
s in contrast to the religions of the Mid- 
dle. East: Judaism, Christianity and 
















































































Ciated with images of asceticism, a 
an starving by a river or even pictures 
a gaunt Mahatma Gandhi have be- 
me stereotypes. But these images are 
. misleading, and as a corrective Madan’ S 
book is important. | 
. Madan’s theme, clearly expressed in 
the preface, concerns the worthiness of 
“the life of the man-in-the-world.” The 
hemes of the chapters, like their titles, 
orm a pattern: "Domesticity and de- 
Ep ded "Auspiciousness and pur- 





















ired and the good” and “Living and 
The tensions and moral dilemmas 
at arise from Madan’s theme are 
ply illustrated in the three widely- 
10wn Indian novels discussed by 
ladan. The books are Bhagvaticharn 
rma’s Hindi story, Chitralekha, U. 
\nantha Murthy's Kannada novel 
Akara, translated into English by A. 
Ramanujan, and Vishnu Sakharam 
kars Marathi novel Yayati, 
dered into Hindi by Moreshvar 
apasvi. The discussion of the three 
“is not concerned with literary 
aesthetic boon but bien iden- 















od Dumont and M. N. 


: cent studies, like bee of Erodes ux 


an- "s (dukha), which lies at the. hea 


Hindu. philosophy, becomes important. 
| Dumont once wrote 


ure between a rejection of worldly 


lam.. Hinduism has long been as- 


" «Asceticism and eroticism,” “The 


cest gifts, has most deeply 


Ee. hes idees. of f "purity" and | 


CP | 
- Srinivas are the most notable. More rë- 





to the understanding of society. 


Krishnamurti explained the importance l 
of suffering this way: “As you would not | 


: so do not put obstacles in the way of 


suffering. Allow it to ripen, for with its | = 
the apotheosis in the synthesis between 


flowering understanding comes.’ 
In the chapter, "Epilogue: the quest 


for Hinduism,” Madan raises many of- 


the vital issues of modern Hinduism. 
Madan is one of the first Indian an- 
thropologists to make the bold step 
from academic work 
academic circles to a wider range of so- 
cial topics and a general readership. 
In the epilogue, Madan 
examined “the Hindu encounter with 
Christianity and the West.” This was to 


| prove a rich source of stimulation for 
Hinduism and one that would establish . 


the directions 
thought. Early Western 
reactions were mixed. 
Charles Trevelyan con- 
demned Hindu customs, 
religion, practices and be- 
liefs as stupid, barbaric 
and depraved. For Karl 
Marx, Hinduism was a re- 
ligion ‘of extremes. 

But to balance the pic- 
ture are those with un- 
bounded enthusiasm for 
the quality. of ancient 
Hindu thought such as 
Max Muller. To Muller’s 
credit goes the first trans- 
lation of the Rig Veda into 
English. He wrote: “If I 
were asked under what 
human sky the human 
mind has most fully de- 
veloped some of its choi 


of modern Hindu 


pondered on the greatest 
problems of life, and has —- 

found solutions of some of them which 
will deserve the attention even of those 


who have studied Plato and Kant — | 


would point to India.” | 

The synthesis of Western and Hindu 
culture and thought provided modern 
India with an image of itself and its lead- 


ers a vision of its society. The results of | 


this vision are most visible in the Eng- 
lish-educated classes, which contri- 


buted to India's social and political 


development particularly to the idiom 
and cause of Indian nationalism. 
Take the example of Bankim- 


chandra Chatterji (1838-94), the Ben- 
s | gali writer. His famous novel Ananda - 
: Matha expe the Hindu aversion to 


initiated the use of Hindu r 
| symbolism in modern Indian politics. 
like to change something very beautiful | India became Bharat Mata, Mother 


| India. 





restricted to | 


also 












































ing a god. 


| Hinduisin' S Ps. frame, is badly frac- 
| tured, and not in urban areas only. The 
sf heres in which the fundamental no- 
tions of ritual purity and impurity still 


. *insider-outsider. 





| ture and soci 


1 ritist 

ir: itural ad political 

n: dia. It contained the 
| Sanskrit poem Vande Mataram 

ow to thee, Mother!), which iden- 

ified India with the supreme mother 










‘goddess. The hymn became the national 


song during the freedom movement led 
by the Indian National Congress. It also 
ligious 





Jawaharlal Nehru and Gandhi were 


the West and Hinduism. Their failure to 
stem the rise of communalism in India 
which led to its partition in 1947 under- 
lines the failure of one crucial aspect of 
the synthesis. Their vision for a liberal, 

democratic, plural society based on 
mutual understanding has faded. 


Today, the fabric ofthe. state is 
threatened as religious: and ethnic 


minorities — Muslims, Sikhs, Gurkhas 
— find themselves caught i in an unend- 
ing cycle of riots and terror. 

Western values have influenced Hin- 
duism in such a way as to alter the very 
scpishacanwa. definition of the good life: 
| "The good life is now being 
| defined in terms of bor- 
} rowed criteria, namely, 
|| Western liberal ideals of 
EE material prosperity, politi- 
E! cal democracy, and sec- 
| ularism." The ideal bal- 
ance between renouncer 
and man-in-the-world is 
being tilted irretrievably in 
favour of the latter. The 
very core of Hindu social 
philosophy is being af- 
fected. 

-A severe crisis is upon 
Hindu society. The pain of 
change, of transition, of. 
collapsing central beliefs, 
is evident in Madan’s con- 
clusion. Modern Hindus 
“lead fragmented lives — 
the very denial of a mode 
of Dur having its roots in 

ion. The caste system, 








apply are shrinking fast. Caste loyalties 


| are put to new uses, such ; as winning 
| elections. .- | 


Madan's s vantage point on 1 the prob- 
lems of modern Hinduism is thaj of an 
” He is now the direc- 
tor of the Institute of Economic Growth 




















| in New Delhi and has been Visiting Pro- 


fessor of Anthropology at Harvard Uni- 
versity. He is ideally placed to explore 
and develop these issues for a more gen- 
eral study of c contemporary Hindu cul- 
si `- Akbar S. Ahmed 
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Get the highest interest rates! 


india offers amongst the highest 
interest rates on Fixed Deposits in the 
world. And you as a Non-Resident 
Indian can invest in them. CITIBANK 
INDIA INVESTMENTS shows you the 



















is mail this 








best way how. What's more, you are Interested? All you d 

permitted to take back the capital and coupon to us. When in India, visit our 

interest in foreign currency, with no branches at Bombay, Delhi, Calcutta 

withholding tax at any time. Our Fixed and Madras. Come. experience the 

Deposits are denominated in differerce between banking... and 

US Dollars, Sterling Pounds and . Citiban<ing with the 

Rupees. Currently our US Dollar 5-star touch. | 

Deposits earn yields of 8.096 for € € w— a t e— M o! ru n  — X i i "€ —À e — min 





6 months, 9.73% for one year and as ! CITIBA 
high as 11.98% for 3 years. 


Get 5-star ' banking service too. 
/ | bank with us, you get the 


IK INDIA INVESTMENTS . 
. Post this cou2on to your nearest Citibank branch | 


Please send me details about the various services offered 





















benefit ò ou maicne experience Name 

Piai Aerian network. Which Address. 

means service at your doorstep Telephcne 

anywhere in the world. And speedy, L. A | PEOR = 
-efficient banking. Ps ee eg eee ee eee domo eee 





Citibank — The Woldvida bank comes | r EJ. AW 
home to you... and takes you home. The world’s leading bank | 








* Our network of Personal Account Officers will be happy to assist you with your enquiries. 


Hongkong Shankar Mazumdar, Citibank N.A., 72 Nathan Road, Tsim Sha Tsui, Kowloon. Tel: 3-678061. Jakarta Padhu 
Aildasani, Citibank N.A., Gatot Soebroto Kav-14, Jakarta, indonesia. Tel: 815155, Singapore Sitaraman Mani, Citiban N.A., 
Consumer Services Group, 1 Shenton Way, No. 18-02. Robina Horse, Sirgapore 0106. Tel: 2251555, 2255225. india. Shobha 
lyer, Citicenter for Non-Resident Indians, Citibank NLA., P.O. Box 11662 Air India Bldg.. Nariman Point, Bombay 400 021. 
Tet: 2045851, 2042470. Radha Lakhani, Citibank N.A., 3 Sansad Marg, New Delhi 110 001. Tel: 311116, 351823. Ipsita Sings, 


Citibank N.A., 43 Chowringhee Road, Calcutta 700 071. Tel: 263825. K. venugopalan, Citibank N. A., 768 Anna Salai, Madras 
600 002. Tel: 810756. 
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ave fallen from grace. Mind- 
entrepreneuring and intrapre- 
g have served their purpose and 
d us into the hands of TLC 
g, learning and creating) and 
corporation in the new information 
ety. Behind the new buzz words lies 
wonicle of the re-structuring of busi- 
s and jobs as we know them. 

Books such as Re-inventing the Cor- 
oration by John Naisbitt and Patricia 
ANOCRE and The Frontiers of Man- 
ement by Peter Drucker are responsi- 
e for spreading the new word. The au- 
rs share the vision of smaller corpo- 
ite structures, greater individual con- 
ibutions in the workplace and the in- 
asing irrelevance of trade unions in 





























































of these changes, say the authors, is the 
new information society which gave any 







































t first glance, this could be another 
"$ book of the “mad dogs and English- 
ien" variety. An Oxford-educated bar- 
rister working in London decides he has 
had enough of the City, and goes on a 
walkabout inside Afghanistan. The fact 
that he will be bombed, shot at, starve, 

alk hundreds of miles and catch 
laria and hepatitis is of little concern. 





reason why English writers are still 
best travel writers in the world. Al- 
gh they gave up their empire dec- 
.ago, the great curiosity for spiri- 
1al and physical exploration that the 
mire created lingerson. — 
Hodson is not concerned with 
alysing the war in Afghanistan, or the 
politics it involves. Instead, “I 
alked with people about many things: 
ie price of corn and Persian poetry, the 
ness of horses and the thousand 





‘However: behind every description 
personalities and the landscape there 


nd people, wko have been brutalised 
beyond modern belief. The Afghan 
people, now fighting the Soviets for EHE 
years, hav€ lost everythin except their 
ride and this is what i d best 


LE 














ards of unis manage- |. 


new information society. The cause- 


. stubbornness of spirit is perhaps 


es of God. Sometimes we talked of | 


s the underlying suffering of a country 








TE terminal opetator access to | 
the same information as those higher in 
the hierarchy. The only difference is | 

| 3M, and Philip Morris — are masters of 


how they use the information. 


The rise of a high-technology, infor- | 


mation-based industry has made yester- 
day's management hierarchies obso- 
lete. Already, the whittling has begun in 
ranks of middle management as well as 
the office pyramid of power. The result- 
ing vacuum is being filled with what has 
been called the baby boom’s manage- 


ment style of networks, circles, wheels 
and hubs. 


The new style has evolved as millions 
of baby boomers fail to climb the lower 
ranks of middle. management and 
beyond. They combine with those who 


have created their own companies and 


who are also looking around for alterna- 
tives to the structures of the corporate 
world. Increasingly, they are choosing 


Mujahideen's poet 


Under a Sickle Moon: A Journey Through Afghanistan by nene Hodson. 
Century Hutchinson, London. £12.95 ( pate 25). 


. His journey in 1984 takes him in a 
1,000-mile-loop through north-eastern 
Afghanistan. He travels the war-torn 
provinces of Nangrahar, Wardak, 


Bamiyan, Parwan and Nuristan. Early |: 


on, the Mujahideen group he is accom- 
panying, is ambushed by a rival group. 
He nearly drowns in a river crossing and 


loses most of his belongings. He spends. 


weeks holed up in the town of Nahrin 
which is being heavily bombed by the 


Soviets. He is a witness to one of the | 
launched | 
against the Panjshir Valley, which is |; 
commanded by the most famous Af- | 
Ahmad Shah 

| Englishman and the sotsin jour- 
to Pakistan | 


many Soviet  offensives 


ghan guerilla leader, 
Massoud. ! 

Finally he returns 
through Nuristan, across a 1,000-foot 
snowswept pass. The Nuristanis are the 
legendary survivors of Alexander the 
Great's Greek armies and they are al- 
most totally cut off from modern civili- 
sation. 

Along the way | he meets up with two 


hardboiled British TV journalists, who | 
he meets on the road come alive in a way 
| missing in the writings of other jour- 
 nalists. He brings the “tragedy of the 
| war, the povert 
| the stubbornness and bravado ofthe Af- 


survive by eating Russian tinned food 
left behind by Russian soldiers. 
Cameraman Peter Jouvenal has been 
into Afghanistan more than 30 times 
and has come out with some of the best 
TV pictures of the war. The contrast in 


i 3 "s xperimenting 
y of Management by Peter F. Drucker. Heinemann, London. | their search to find the most ippropriate 
i |. fit for their needs. v 





. American Airlines, Appl 





attitudes between the philosophical reader. i 


's are exploring 
ig cross-dis- 







. Fortune magazine’ 
novative companies in 
Soup, General Electric, In el, Merc, 
the cross-disciplinary team. It means 
people in different disciplines, en- 
gineers, marketing and finance experts 
are thrown together in a combination 


similar to a fledgeling company. 
After Apple Computer’s success in 


the personal computer market, IBM 


created its own version of the small- 
team structure, its IBUs (independent 


| business units) to fight its own well- 


known bureaucratic tendencies. The 


| small team structure is praised for being 
flexible, fast, and the most popular and 


widespread al ernative to bureaucratic 
organisation. With a cor eed of 5,000 
there may be as many as 20 teams which 
are credited with accomplishing even 
more when people of different talents 





nalists is entertaining and illuminating. 
It is a beautifully written book with a 
wry sense of humour. and understate- 


ment, that is so typical of many British 
| travel writers. Before he leaves Lon- 
| don, Hodson's mother hopes that he 
| will not be a nuisance to the. Mujahi- 


deen. Due to his knowledge of Persian, 
ith characters 


the conversations he has: 








y of the countryside, and 


ghan spirit. home to every armchair 
~- Ahmed Rashid 
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confrontation hin 
agement. The new w 
frontation by working 







te be intimate 
pent to their 











Human eA h 
rtant elemen | 









"the strategic re- 
-the goal of the cor- 
| ts. In the new infor- 
mation era the strategic resource is in- 
formation, - knowledge and creativity 
and the only way to get it is through peo- 
: ple'stalents, not mass labour. 
_ As the ‘human-edge’ in profit-mak- 
ing continues to grow in importance, 
there will be a drain on skilled labour, 
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Business class travel 


The China Guidebook by Frederic Kaplan, Julian Sobin and Ame de Keijzer. 


i eM i dicted for the 1990s. The result will be a 
Virtually every successful 1 new w model Bi 


he marketplace is pre- 





seller's market, especially in the infor- 
mation. industry. This realisaton has 


| alsoledto the prediction that labour will 


negotiate contracts and nót be hired as 


; employees. In some cases in the US con- 
| tract-labour schemes and related com- 


pensation systems are already ir opera- 
tion and have been working smoothly 
for some years throughout particular in- 
dustries. 


] Ps long-time guru of business man- 
agement, Peter Drucker, aiso pre- 
dicts the demise of trade unions. The 
mass-production unionist is irrelevant 
in a world which has moved away from 
industrialisation. The primary-products 
economy has split from. the industrial 
economy; the industrial economy has 
split from employment and the unpre- 
dictable movements of capital have be- 


come more important than trade in. 


goods and services. 

“Ten, even 5 years ago, anyone who 
mentioned ‘capital formation’ or ‘pro- 
ductivity’ to a labour leader was dismiss- 


ed as a ‘tool of the bosses.’ At best such- 


matters were considered none of the 
union's business . 
Or outside union ranks would de 





ny that 


Eurasia Press, New Jersey. HK$99 (US$12.70). 


The American Express Pocket Travel Guides by American Express. No price T 


given. 


World of Information Business Guides. Longman, Essex. HK$59. 


|" an attempt to tap new markets, 


publishers have been- introducing. 
business-travel guides over the past few 


years. In 1986, Longman launched its 


extensive 13-country pocket-size busi- 
ness guides. This year American Ex- 


press chose the same pocket format for 
its new guides to Hongkong, Singapore, 
Ban kok and Washington. | 
owever, there is no consensus 

about whether a market really exists for 
these books. Some publishers feel that it 
is a mythical market, that business peo- 
ple want the same information as every- 
body else. Others believe that quality 
has never been a feature of business- 
travel books. Names like American Ex- 
press and Longman may change all that. 

World of Information Business 
Guides by Longman are aimed at the 
` company executive or business travel- 
ler. The series offers useful lists for 
quick scanning of the basic information. 

While the information included in 
the Longman Business Guides appears 
both up-to-date and accurate, it is some- 
what thin in content and high i in price. 

Overall the information in the series 


has been carefully chosen and simply. |- 





presented but any thin representation. of 


a country such as China immediately 
makes one suspicious of what must have 


been left out. 


The American Express Pocke? Travel 
Guides are not presented as business 
guides, but since their debut in 1983 
they have won a solid business following 
for their well-organised information, 


and their one- to three-hour itireraries 


make a quick trip from the hotel feasi- 
ble. 


It is interesting to note that the best- 


selling business guide to China is also 
the best-selling travel guidebook, The 


China Guidebook. This tome cf more 


than 700 pages, now in its eighth edi- 
tion, ofiers more than any »usiness per- 


son could need to know. But on the sub- 


ject of China, one is never sure of what 
one might need to know. The content of 
The China Guidebook leans heavily to- 
wards the business traveller as opposed 
to the holiday tripper. 

Frederic Kaplan is both the founder 
and publisher of Eurasia Press as well as 
a co-author. He also co-authored En- 
cyclopedia of China Today and tne JAL 
euis le o the dedo s m of China. 


. By now, fev inside. 










formation and 
very short run,’ 
In Western @ 
union is consi 
no other institui 
government. Within the right. tos 
is the acceptance of one group's righ 
‘civil disobedience. Both the air- tra 
controllers strike in t | ith 
| miners strike 
strated that 
unions récei 
part, it is b 
graphics; for 
Obtain more it w 
ment or less: 
and vice versa. 
tions age and the prop 
working community ir 
working population will t 
of their money to the c 
As workers becon 
in buying shares, 
tract labour and any 
ensures their future 
less relevance as the gi 
world economy has a 
cording to Drucker, ai 
believes it is only arti 
missed noticing its ft 
in direction. | 





























































































He is a member of. thé. National. Co n 
mittee on US-China Relations, a 
tor of the China Book Club and p 
dent of China Passage, which organises 
specialised tours to China. Julian N 
Sobin, director of the IMPEX Group, : is 
also a retired corporate senior vice-pr 
sident of International Minerals and 
Chemical Corp. Arne de Keijzer is. 
founder of a consulting firm specialising 
in the development of trade betwee 
the US and China and Was previous 
the New York representative for 

National Council for US-Chiga Tra 
as well as serving on the eet x 
mittee os US-China Relations. 























Nigel Holloway in Tokyo 
janese Prime Minister Yasuhiro 
iIkasone faces the prospect of leav- 
ne office in October without having 
ved one of his most important aims 





inges agreed on by the cabinet on 31 
'and which faces fierce opposition in 
iet is a pale shadow of Nakasone's 
vinal proposals, which were with- 
awn in April. Even these original 
ures went only part of the way to- 
rds bringing up to date a tax structure 
-has not been overhauled since it 
introduced in 1949. 
‘The governing Liberal Democratic 
rty has tried twice in the past eight 
rs to reform the tax system. Former 
prime minister Masayoshi Ohira was 
forced to scrap plans to | 
ntroduce a comprehensive 
consumption tax, in the 
ace of opposition from re- 
ailers and a large section of 
he governing party. Naka- 
sone's decision to drop his 
own version of a sales levy 
in the form of a 5% value- 
added tax (VAT) was al- 
most as ignominious, com- | 
ng after the government | 
botched both the public 
resentation of the package 
nd the local elections four | 
months later. T | 
The need for big changes 
taxes is probably more 
ent now than it was eight 
go. At that time, the 




























over a burgeoning govern- 
ment deficit was as impor- 
nt as making the tax:sys- 
em fairer. The Ministry of |; 
ance (MoF) still wants | 
Ogreduce the fiscal def- 
it. But the idea of making 
the economy less depen- || 
lent on exports is just as 
high a priority and tax 
anges can play their part | 
n boosting business activity at home. 
^ There are three main faults with the 
inese system. First, the tax base is 



























ly 27% of GDP in 1985, the second- 





Germany. FeW. Japanese would like 
have uncgmfortable side-effects, such 
. as tax revenue fluctuating widely from 
year to year making prediction difficult. 
road dhe esci ur refs exces. 
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“tax reform. The package of tax 


Corporate tax ` 
31.6% 


zs COMPARISONS m 
(Tax receipts as % ofGDP) — 


O narrow. Tax receipts comprised 


lowest in the OECD, compared with 
.2995 in the US and 38% in West 


. to see that proportion rise, but it does 








sively on direct taxes. In 1986, they 
made up 73% of total tax revenue, 
compared with two-thirds in 1970. In- 
direct taxes fell during the same period 
from 31% to about a quarter of the 
den ces E 
Third, tax exemptions on the interest 
received from small savings accounts 
have artificially boosted savings, even 
though domestic investment has fallen 
well below gross savings since 1980. 
Many argue that this imbalance was an 
important reason for Japan's burgeon- 
ing current-account deficit over the past 
six years. Interest earned on ¥268 tril- 


lion (US$1.77 trillion) of personal savi 


ings (58% of the total and only slightly 
less than GNP) was tax-free as of 


| JAPAN'S DIRECT 
| TAX BITE 








may kill another Jap anese revenue package 


net 


































desirable directions, such as the fiscal 
investment and loan plan, which is used 
to finance public corporations. —— 

The most significant aspect of 
Nakasone's latest package is the propo- 
sal to abolish the maruyu system for all 
but a few groups and to introduce a 
withholding tax of 20% on the first three 
categories (bank deposits, postal sav- 
ings and bond holdings) and a 5% taxon | 
the fourth. Even this may be watered | 
down because opposition parties are 
against abolition and have slowed its 
passage through the Diet by boycotting 
debates. — —— 

Despite. possible modifications, this 
measure will still widen the tax net and 
stop officially encouraging household 
savings, currently running at 1676 of net 
personal income. But it is unlikely to 


p deter people from saving more and 
É might even boost savings as people at- 
tempt to restore the purchasing power 


of their assets by investing elsewhere. 


T he government. expects to reap an 


extra ¥ 1.6 trillion from the measure 


B. in the year ending March 1989, roughly 
© half of wh 
5% VAT. So Nakasone feels he cannot 


rhat it would have earned from a 


'€ afford to be more radical with the other 





March 1985. In the 
US and West Ger- 
“many, there are no 
such tax exemp- 
The maruyu sys- 


applies to four av- 
u-— enues for small sav- 

| fe ers: 1 
pM accounts and public bond 
Yoldings of less than ¥3 million. In ad- 
dition, the interest on special savings ac- 
counts for salaried workers are tax- 
exempt up to ¥5 million. These 
schemes have spawned tax evasion on a 


grand scale. In a nation of 121 million 


people, there are about 400 million Post 
Office savings accounts and 600 million 


personal bank-deposit accounts. The 


government has turned a blind eye to 


| this evasion because these accounts 
have channelled money into officially 





‘tem of tax exemption - 


bank . deposits, 






main proposal, direct-tax cuts. These 
É are estimated to be worth ¥1.3 trillion 
É in the year to March 1988, ¥1.7 trillion 


less than was envisaged in last De- 
cember's package, but ¥300 billion 
more than was outlined in May as part 


Source; Vickers da Costa. | Of the government's special reflationary 
————— package. As a result of a compromise 
REVIEWDIAGRAM by Bamy Lee 1 


with opposition parties, the government 
may increase the tax cuts by a further 
¥200 billion. | . | . ; 
Japan's direct-tax system presents a 
curious contrast to Western economies. 
Of its main. competitors, only France 
collects less personal income tax as a 
proportion of total revenues. Yet Ja- 


 panese taxes are highly progressive, 


starting from 10.5% to a top marginal 
rate of 70%. And inflation has pushed 
wage earners into higher and higher tax 
brackets. This does not seem to hurt the 
average production worker with two 
children in Japan, who, after taking var- 
ious benefits into account, only paid in ' 
tax 2.8% of his gross earnings in 1985, — 
compared with 15.3% in the US. — 
Japanese taxpavers,appear to be less 
concerned about the level of income 
tax than about who is paying it. A 
MoF survey in 1985 showed that 86% 
of salaried employees paid tax, com- 
pared with 41% of the self-employ- 













ed and onl one in five farmers. 
Wage earners are not the only ones 
who feel hard done by. Corporate-in- 
come tax as a percentage of GDP is the 
second-highest in the OECD (5.8% in 
*1984). The Keidanren, the main em- 
ployers' organisation, estimated that 
after taking into account various tax 
breaks and incentives, Japanese com- 
panies effectively paid 52% of their in- 
come in tax in the year ended in March, 
compared with 50% in West Germany, 
32% in the US and 18% in Britain. 

Corporate tax payers gain no relief 
from the July package. Proposed cuts in 
their levies have been postponed 
(though there are hints that corporate- 
tax cuts may still be forthcoming). Indi- 
viduals fare a little better. The top rate 
of tax is lowered to 60% , and at the bot- 
tom the tax threshold is raised and the 
lowest bracket broadened. This is still 
less than last December's proposals 
which called for a narrowing of the tax 
range to 15-50% and a reduction in the 
number of brackets to six from the pre- 
sent 15. Now it will only be cut to 13 
tiers. 

These measures will have only a mar- 
ginal effect in boosting domestic de- 
mand and will certainly not unleash the 
pent-up energies in the domestic econ- 
omy some say could be tapped through 
a radical supply-side tax package. 
Among the suggestions: reversing the 
imbalance between taxes on land own- 
ership and land transfers, to encourage 
a higher turnover of property. The in- 
troduction of VAT might also make 
Japan's antediluvian retail network 
more efficient, by forcing the smallest 
links in the distribution chain to merge. 

Two setbacks in eight years does not 
mean the end of tax reform in Japan. 
The strongest proponents are officials in 
the MoF, who regard a new revenue- 
raising instrument as a way of prevent- 
ing any rise in the budget deficit. They 
still want to phase out deficit-financing 

overnment bonds by the year to March 
1991. even though leading politicians 
have all but abandoned the target. 

The politicians’ view is the result of 
foreign pressure on Japan to do more to 
stimulate the economy and a recogni- 
tion of the near-impossibility of meeting 
the goal. The government's discretio- 
nary expenditure (spending under the 
general account, excluding such items 
as grants to local government and debt 
service) would have to fall by 1.5% a 
ye if the MoF were to stop issuing the 

nds by 1991. Discretionary spending 
has risen by 9% over the past four years. 

This is one reason why the MoF has 

. managed to set a ¥32.6 trillion ceiling 
for gentral government pon for 
the year ending March 1989, only 1.9% 
above the current year's budget. Cur- 
rent expenditure is to be cut by 10% 
next year, the same proportion as in the 
last budget, and public-works spending 
will remain unchanged — it was reduced 

by 5% last time. 
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By Mark Clifford in Seoul 


D emocracy is having an unsettling ef- 
fect on South Korez's economy. 
Workers are striking for independent 
unions and higher wages. Business 
groups are calling for sweeping reforms 
of the financial system and an end to po- 
litical interference in the economy. A 
bewildered government is preaching 
compromise while scrambling for policy 
initiatives that will allow it to regain 
momentum. 

The most startling sign of a new era 
came when angry workers at Hyundai 
Heavy Industries held Hyundai founder 
Chung Ju Yung captive to dack up their 
demands for a free union and higher 
wages. Chung, the hard-driving execu- 
tive who epitomises the spectacular 
pow of the South Korean economy, 

as tolerated neither uniors nor dissent 

















































since founding nearly four decades ago 
a company which has grcwn into the 







country's largest conglomerate. Freed 
only after promising to consider Hyun- 
dai workers' demands, the angry honor- 
ary chairman of the Hyuncai group de- 
nounced *impure elements" (South Ko- 
rean shorthand for leftwingers or 
North Korean sympathisers) among 
workers. 

Around the country, more than 100 
strikes and sit-ins are under way. More 
than 200 labour disputes, abcut the 
same number as in all of 1986, have oc- 
curred since ruling party chairman and 
presidential candidate Roh Tae Woo's 29 
June democratisation anrouncement. 
All of the disputes are ilegal under 
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Price of democracy 


South Korean workers and business groups 








d reforms 


South Korea's restrictive labour laws. 

From burly longshoremen in the port 
of Ulsan to teenage girls at the huge 
Kukje-ICC shoe factory across the city, 
from bus drivers in Seoul to taxi drivers 
in the southern city of Pohang, labour is 
using South Korea's summer of demo- 
cracy to its advantage. 

The country's three carmakers — 
“gasp yes — Mines Motor and 
Kia Motors — Daewoo Heavy Industry, 
Samsung Shipbuilding, Korea Heavy 
Industries and other major firms have 
stopped production. Hyundai, which 
has missed export targets as a result of 
the disputes, reopened after its lines had 
stopped for four days. Local press re- 

rts say that at least 500 supplier firms 

ave been forced to close as a result. 
Conversely, labour problems at smaller 
firms have disrupted supplies to major 
manufacturers. 

The Federation of Korean Ind 
(FKI, the lobby group for big business 
called on workers to exercise restraint in 
their demands. “A recent wave of 
labour-management disputes has 


E paralysed many industries and may, if 


not settled Tm destroy the national 
economy. We, industrialists, make an 
earnest appeal to people in all walks of 


/* | life to help restore national credibility 


which has been compromised because 
of problems in the nation's export in- 
dustry," the federation statement said. 

The government has responded un- 
certainly. Most significantly, the police 
and security services have remai 
ly aloof from the disputes. Since President 
Chun Doo Hwan took power in 1980, 
the government has adopted a policy of 
aiding employers by blacklisting labour 
organisers, breaking strikes and sanc- 
tioning company-sponsored unions. 
Those days are past, vow government 
officials. 

Labour Minister Lee Hun Ki told 
South Korean reporters "the govegn- 
ment's underlying policy is that any 
labour dispute should be resolved 
through negotiations between manage- 
ment and labour. It is desirable that 
the government not intervene in dis- 


putes." Lee said that the government . 


would encourage both sides to work out 
their differences through fair bargain 
ing. The Labour Ministry has also set u 
a commission to look into labour unrest. 
But with strikes spreading, time is run- 
ning short for measured solutions. 

e government used labour unrest 
as one of its pretexts for a broad political 
crackdown in the spring of 1950. If the 
current wave of disputes continues to 
grow, handliners in the government may 




























bou “impure elemen 
1 'ovement have been appearing in the 


sition leaders, 


a by workers may give an 
o those who do not want demo- 
development." 
ipany managements are e grudg- 
accepting the fact that they may 
to contend with independent 
s. Only Samsung among the 





airman, Lee Byung Chull, has said in 
he past that he would shut down his 
n before accepting unions. 

Even as business grapples with em- 
oldened workers, it is drawing up its 
wn wish list for reform. Leading busi- 
ss groups have called for the principle 
of a market economy to be enshrined in 
outh Korea's revised constitution. A 


By John Mulcahy in Hongkong _ 
H ounded out of Hongkong by inten- 


‘sive young Chinese entrepreneur relo- 
cate 
is emerging as one of Asia's most suc- 
cessful heroin manufacturers and ex- 
porters. Senior officers in the Royal 
ongkong Police Force know of his 
Senercabants: as well as his use of the 
territory to launder funds, and have re- 


rug Enforcement Administration. 

- But an immovable obstacle has been 
laced in the way of effective action — 
longkong's policy of banking secrecy. 

-provides a veil of anonymity behind 
ch criminals, such as the drug-run- 
ing emigre, can hide the deployment of 
he OE 




















tune he will be back in Hongkong, 
‘senting us with enormous prob ems," 
says one of the territory's top police- 
men. But because the alleged villain has 
not committed an offence in Hongkong 
the territory's police can do little to curb 
activities, he adds. |. 

Senior Hongkong Government offi- 
is including. Monetary Affairs Sec- 
ry David. Nendi 

‘Commissioner Robert Fell, reject alle- 
gations of large-scale money laundering 
in the territory. But they are at odds 











in detecting serious crime, cites exam- 
ples of people taking cash out of the US 
4n suitcases, legally “washyfg” 
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gest firms is still free of unions. Its 


sifying police attention, an aggres- 


his business to Thailand, where he 


ayed relevant. information to the US. 


, pre- 
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with the local police. One officer, active - 


it in. 


i ging fr 
^the FKI to the Korea Federation: of 
Small Business, called for limiting gov- | 
ernment intervention and meg tare ol 
the ay: 


ig business wants the freedom to get 
bigger, but protectionist sentiments 
remain strong. The joint statement by 


the five emp oyers groups, which also 


included the Korea Chamber of Com- 
merce and Industry, the Korea Traders 
Association and the Korea Employers 
Association, said that less-developed 
sectors such as agriculture and small- and 
medium-scale industry should be pro- 
tected, as a way of diffusing economic 
concentration. 

Tension between chaebol — large 
business groups such as Hyundai and 
Samsung — and smaller companies 
would almost certainlv increase in a 
more competitive economy. Papering 
over that rift with protection for the 
weak and freedom for the large will not 


he Chinese lau ae 


Suspicions remain about Hongkong money Washing operations 
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Hongkong and then re-in- i 
vesting it in legitimate busi- : 
nesses in the US. | 

Foiled for decades by | 
elusive crime syndicates en- 
gaged in drug running, €x- 
tortion and a variety of. 
fraudulent activities, in- : 
cluding systematic. insider | 
dealing and market manipu- |. 
lation, the US has started to | 
invoke statutes which ena- | 
ble law enforcement bodies |, 
to attack the lifeblood of | 
crime by seizing assets. Bri- | Bi 
tain has taken. a similar | E 
stance with the Drug Traf- : : 
ficking Offences Act and - 


| the Forfeiture Act, which EDUC the 


range of offences under which assets 
could be seized. Bes 

In the US, the ability to seize assets 
has resulted in an embarrassment of 
riches for bodies such as the Drug En- 
forcement Administration, which made 
an operating profit of US$30 million last 
year and has hundreds of millions of 
dollars in assets ranging from aircraft to 
nightclubs and a golf course. 

But in. Hongkong a Legal Depart- 
ment official says the seizure of ill-got- 
ten gains would be difficult because of 
the difficulty in tracing assets. 

Experts on commercial and or- 


ganised crime say a widespread lack. 


of political will. is hindering. efforts 
to deal effectively with the. various 

















































South Korean business groups have 


mea for an end to government control 


of credit. Under South Korea’s export-e 
oriented growth policy, large, export- 
oriented firms have prospered with ac- 
cess to plentiful, cheap credit. Export 
subsidies are being cut back. But South 
Korea’s effective borrowing costs, when 
the requirement to place compensating 
balances with the banks are included, 
are still around 15%, one of the world’s 
highest. Large companies such as Hyun- 
dai Motor can borrow in international 
markets for under 8% — if they are 
skilful or lucky enough to secure gov- 
ernment permission. 

“At the same time companies are 
calling for greater freedom, they want 
to get what they can from the govern- 
ment,” says Kee Woo Sik, president of 
Lucky Economic Research Institute 
and a former World Bank economist. 
Shipping and construction companies 


manifestations of white-collar crime. 

Serious organised crime exists 
throughout Asia, despite some attempts 
to tackle the problem by Malaysia, 
Singapore, Hongkong and, to some ex- 
tent, Thailand. But the Philippines, In- 
donesia and some tsland states in the 
Caribbean are under virtual siege by 
fraudsters and other crimi- 
| nals. . 

"Difficulties of investi- 
gation into economic crime 
are profound," says Barry 
Rider, chief fraud officer 
in the Commonwealth Sec- 
 retariat's commercial crime 
unit. "There is no monev, 
time and commonly a lack 
of political will. Until gov- 
 ernments recognise. they 
. have a problem, and that 
the problem is interna- 
tional, there i is little hope of 
“cooperation.” 

Law-enforcement agen- 
cies suffer from acute bud- 
getary constraints, espe- 
cially in an environment in which suc- 
cessful criminals can commute easily 
around the world. The Commonwealth 
Secretariat commercial crime unit, for 
instance, has an operations budget of 
just £10,000 (US$15,625) a year, 
though since its inception seven years 
ago it has handled cases involving more 
than US$100 billion. 

A key barrier to progress in stem- 
ming the international flow of ill-gotten . 
gains is the fear of some counfries that 
banking business could be lost to neigh- 
bours if the policy of secrecy was under- 


| mined. This concern was voiced during 


a recent workshop on economic crime 
held in Hongkong under the auspices of 
the Commonwealth Secretariat and 

Crown Agents. de 


that: dependon gove 
fo stave off bankruptcy would 

the same fervour P 

that their brethren in the car and elec- 
tronics industries do. 


But there is widespread sup ort for 


the idea that South Korea's financial 
sector lags behind the country's econo- 
mic development and that. an increas- 
ingly market-oriented financial system 
must be developed. A phased. loosening 
of the financial system, with a strict 
timetable, could usher in a market- 
oriented financial system in about three 
years, says Kee. 

The government's power remains 
extensive. But it is now largely the 
power to say no — to shut off credit and 
to prohibit entry into new business 
lines. South Korean banks have been al- 
ternatively nationalised and privatised 
in the past 30 years. While most of the 
city banks are nominally private now, 
the government appoints senior man- 
agement and forces the banks to back 
up government policy with subsidised 





A former Interpol officer recalled a 
case where a Hongkong-Chinese man 
emigrated to Norway, where he worked 
as a dish-washer in a restaurant. Within 
14 months, the worker owned two 
hotels and three restaurants in Helsinki. 
Efforts to determine the source of his 
new-found wealth, which. had come in 
cash transfers from Hongkong, were 
spurned by the Norwegian central bank, 
a senior executive of which explained 
the policy in simple terms: "Money in — 
good; money out — bad." 

Reasons for government reluctance 
to combat economic crime range from 
official corruption in certain cases to ig- 
norance about the effects such crime has 
on a country's economy. These include 
distortions in the supply of labour, vola- 
tility in equity and commodity markets 
and the uneconomic diversion of re- 
sources, where illegally funded front 
businesses are able to monopolise in- 
dustries because of cheap funding. 


|" extreme cases, sovereign states are 
under criminal control. Rider says 
several small Caribbean islands are con- 
trolled by Japanese yakuza, or boryoku- 
dan gangs. They have monopolised the 
legitimate industries which in one case 
account for up to 80% of the island's 
GNP. 

Despite its reputation as a haven for 
launderers, Rider describes Hongkong 
as the mecca of commercial crime fight- 
ing in the Commonwealth, boasting a 
range of special units, including the 
police Commercial Crime Bureau, the 
Independent Commission Against Cor- 
ruption and the special commercial 
crime unit of the territory's legal depart- 


ment. And yet, the workshop was able - 


to attract only 17 paying delegates, with as 
many from the African state of Ghana 
as from Hongkong. Hongkong's banks 





a free economy 


ment at the beginning of tais month call- 
ing foran end to the use of the bank asa 
- political instrument. Charging that the 


straints that have hobbled busiaess and 







































Nearly 300 employeesat the Bank of 
Korea (the central bank) signed a state- 


bank has “degenerated into no more 
than a messenger for the government,” 
the petitioners said that “the right of the 
central bank to issue notes Las been. 
abused as a means to remain in power, 
thereby causing an obstac e to economic 
democratisation of the country." They 
called for independence of the bank's 
monetary board, which is currently 
chaired by the minister of finanze. 
It is too soon to say if the winds blow- _ 
ing through South Korea's economy sig- 
nal fair sailing or a storm. But the politi- 

cal liberalisation may allow the re- 


labour to be swept away. That will 
doubtless be chaotic, but it may be the 
only way the economy will ever escape 
from government control. ü 


did not contribute in any wav to the 
seminars and there was little evidence to 
suggest that they would in any case sup- 
port an initiative for greater disclosure. 

Monitoring all transactions con- 
ducted within Hongkong’s frenetic 
banking sector would bring the system 
to a halt, says Nendick, even if there was 
evidence to support allegations 3f large- 
scale laundering. But Rider claims that 
at least 10 cases of laundering involving 
Hongkong have been referred to his or- 
ganisation over the past six months. 
And he insists that improved access to 
banking records would not imoly con- 
stant monitoring of all transactions, but 
an ability to investigate further any re- 
sonable circumstantial evidence of 
wrongdoing. 

The laundering of funds through 
Hongkong's financial system is 10t gen- 
erally related to the territory’s own crim- 
inals but to international crim2 syndi- 
cates. Organised crime in Hongkong, 
Rider believes, uses traditiona. under- 
ground banking systems, usuzlly net- 
works of gold shops, to shift funds. 
"We're not saying that Hongkong has 
been turned into one huge Chinese 
laundrv, but that as a major :nterna- 
tional financial centre it is being used to 
wash criminal funds," he adds. 

Experts are pessimistic about the 
chances for real progress in :ackling 
money laundering and econom c crime 
in the near future. Hongkorg, says 
Rider, is unlikely to risk the da mage to 
confidence that would result from legis- 
lation aimed at monitering capital 
flows. Regardless of the intentions, it 
would be seen as the first step -owards 
exchange control ahead of the terri- 
tory's return to Chinese rule m 1997. 
For the time being, the rewards from 
big-time commercial crime appear to 
outweigh the risks. Oo 
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The light of the future 


Japan zeroes in on synchrotrons 


By Bob Johnstone in Tokyo 


t one extreme, they are the ultimate 

in scientific equipment; at the 
other, the latest in production technol- 
ogy. In Japan, researchers drool over 
them, bureaucrats fight over them, 
while industry is falling over itself to 
build them. 

"They" are synchrotrons and, if cur- 
rent plans bear fruit, then, by the begin- 
ning of the next century, Japan will have 
far more of them than any other coun- 
try. This means Japanese companies 
will be better-equipped to respond to 
market needs for new methods, materi- 
als and, most importantly, microchips. 

A synchrotron is essentially an 
evacuated metal pipe shaped like a ring 
or a racetrack, around which bunches of 
electrons are induced to gallop by very 
powerful electromagnets positioned at 
each bend. As they hurtle round the 
bends, the electrons radiate light hun- 
dreds of times brighter than that of a 
langp, and much broader in spectrum — 
stretching all the way from infra-red to 
X-ray — than that of a laser. 

By tapping this light, it is possible to 
penetrate the atomic structure of mat- 
erials, or cause delicate chemical reac- 
. tions to occur. Above all, it can be used 
to print patterns on silicon wafers. Ja- 
anese industry is principally interested 

synchrotrons because it will need 
them in the 1990s to make the next-but- 
one generation of memory chips. 

There are pow about 20 dedicated 
synchrotrons in the world. In addition 
to the five they already have, the Japan- 
ese are talking about UE 17 more 
of the machines over the next few years; 
four at government institutegy five at 


universities and eight at private com- 
panies. 

Plans for about half these synchro- 
trons have already been, or are likely to 
be, approved. Together, they represent 
an initial capital investment of more 
than US$500 million. Getting the 
mopy to build the machines will not be 
a problem for the cash-rich Japanese. 
Getting the people to run them will. 

Synchrotron light first attracted at- 
tention because it was a nuisance. Just 
after World War II, physicists began 
building synchrotrons to smash particles 
— mostly electrons and protons — to- 
gether to see what they were made of. 
For particle physicists, synchrotron 
light was not only a waste of precious 
energy (which had to be replaced), it 
was also potentially, at the X-ray end of 
its spectrum, a hazard to their health. So 
they began to study it. 

e first people actually to observe 
synchrotron light were researchers at 
eneral Electrics laboratories in 
Schenectady, New York, in 1947. They 
were startled at how bright it was. Such 
brightness had obvious applications as 
an analytical tool. 

But this dependence on synchro- 
trons optimised for a different purpose 
soon turned out to be unsatisfactory. 
For one thing, the atom smashers 
wanted to focus their particle beam as 
densely as possible at the point of colli- 
sion. This made the rest of the beam un- 
stable, hence unsuitable for the material 





Lacking know-how: page 58 


scientists’ experiments. Kor another, 
the smashers had an irritating tendency 
to change the operating energy of their 
machines from one day to the next or, 
worse, to shut them down altogether in 
order to rebuild them. 

The only solution for the materials 
people was to build their own dedicated 
synchrotrons, which, starting from 
around the end of the 1960s, they began 
to do. The first Japanese machine — at 
Tokyo University's Institute for Nu- 
clear Studies — dates back to 1974. 

A dedicated synchrotron usually 
consists of two rings — a little one which 
accelerates the electrons, connected to 
a big one which stores them for hours on 
end. The light is channelled from the bi 
ring via long metal pipes ("beam lines“) 
to “instrument stations.” A large facility 
like Brookhaven National Laboratory 
in New York state will have a dozen or 
more beam lines and umpteen instru- 
ment stations. 

The connection between synchro- 
trons and industry begins at Brookha- 
ven, where in 1980 IBM rented a beam 
line for experiments in photolitho- 
graphy, one of the fundamental process- 
es in making microchips. Following 
IBM's lead, Hus Japanese companies 
— Nippon Telegraph & Telephone 
(NTT), NEC, Hitachi and Fujitsu — 
rented beam lines at Japan's largest syn- 
chrotron facility, the Photon Factory, 
which opened for business in 1982 at the 
National Laboratory for High Energy 
Physics in Tsukuba. 


I? microchip photolithography, a pat- 
tern is drawn on a mask, through 
which light is shone on to a wafer of sili- 
con, say, coated with a special light-sen- 
sitive chemical. This transfers the pat- 
tern to the wafer, which can then be 
etched to remove the unwanted por- 
tions. The thinner the pattern's lines, 
the denser they can be packed on to the 
wafer. The densest application in the 
chip business is dynamic random-access 
memories (DRAMs). 

The width of the lines on the one- 
megabit DRAMs that companies are 
now mass-producing is 1.2 micro- 
metres. On four-megabit chips, samples 
of which will appear next year, it will be 
0.8 micrometres. On the prototype 16- 
megabit chip announced by NTT earlier 
this year, it is just 0.7 micrometres. 
Thinner lines require shorter 
wavelengths of light to resolve them. 
Thanks to advances in optical technol- 
ogy, it is reckoned that light from visible 
sources can manage up to 16 megabits. 

Beyond that, makers will have to 
turn to other sources. Several candi- 
dates are in the running — excimer las- ` 
ers, electron beams and plasmas are the 
most often mentioned. All have their 
drawbacks. Lasers amd e-beams are 
slow because they have to be scanned 
backwards and forwards across the sur- 
face of the wafer, and are hence un- 
suitable for application to mass pro- 
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duction. Plagma sources are unreliable. 
* But synchrotrons produce light 
which is bright, sO exposure time is 
Short; broad in area, so scanning is un- 
necessary; and collimated — i.e., paral- 
lel rather than divergent — so resolu- 
tion is good up to 0.25 micrometres and 
beyond, enough to cope with 256- 
megabit DRAMs. ( has already 
produced lines just 0.2 micrometres 
wide. As yet, however, no one has made 
an actual functioning circuit using syn- 
chrotron radiation. ) 

The snag, of course, is that synchro- 
trons are also very expensive — the mini- 
mum price is reckoned to be US$10 mil- 
lion, and that does not include beam 
lines. But this is not as steep as it 
sounds, because on the factory floor a 
single synchrotron can be hooked up via 
its beam lines to eight or more wafer-ex- 
posing machines simultaneously. 

Big synchrotrons like the one at the 
Photon Factory in Tsukuba measure 50- 
60 m across — far too big for the factory 
floor, or for that matter, for the average 
corporate laboratory, which is where in- 
dustry’s first ones will go. So the race is 
on worldwide to build compact syn- 
chrotrons, with a radius of just a few 
metres. 

There are about a dozen competitors 
in this race, almost all of them Japanese. 
Pitted against the likes of Hitachi and 
Toshiba are two small European spe- 
cialist companies, COSY MicroTec of 
West Germany and Oxford Instruments 
of Britain. IBM has recently ordered a 
compact synchrotron from the British 
company, for delivery in 1990. When 
they announced their 4 x 2-m machine 
last March, the West Germans rec- 
koned they were about a year ahead in 
the competition to get a compact syn- 
chrotron to market. But they have 
since reportedly run into trouble with 
their magnets, so the field is now wide 
open. 

The effort of other countries to deve- 
lop compact synchrotrons pales in com- 
parison to that of the Japanese. Much of 
this effort is sponsored by the Ministry 
of International Trade and Industry 
(Miti). Its focus is Miti’s Electrotechni- 
cal Laboratory in Tsukuba. Last Feb- 
ruary the laboratory, in cooperation 
with Sumitomo Electric Industries, 
completed a prototype compact syn- 
chrotron with a radius of 4 m. Basic 
research on the miniaturisation of 
synchrotrons continues there, in the 
form of a four-year project. In addition 
to Sumitomo Electric, the participants 
in this project are Mitsubishi Electric, 
Toshiba and the instrument maker, 
Shimadzu. 

Meanwhile, the Research Develop- 
ment Corp. of Japan is payin 
Sumitomo and the laboratory US87.6 
million over the next three years to 
build an even smaller version of their 
synchrotron, using superconducting 
magnets instead of ordinary ones. 

The advantage of superconducting 
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magnets, in theory, is that since they can 
produce much larger magnetic fields 
than conventional magne:s, they should 
enable considerable reductiors in the 
size of the machine (which in turn would 
bring an added benefit. because the 
smaller the radius of the r ng, the higher 
the energy of the beams thrown off). In 
practice, however, superconducting 
magnets cost twice as much as ordinary 
ones; they are also tricky to control. 

To do their stuff, the superconduc- 
tors must be immersed in liquid helium, 
which is expensive to buy and even 
more expensive to keep cool. The sys- 
tem is also accident-prone — stray elec- 
trons hitting the helium can cause local 
boiling, which in turn can destroy the 
magnets (as happened to a French syn- 
chrotron). 

The new high-temperature super- 
conductors would solve that problem, 
but they are probably at least 10 years 





away from practical application. Mean- 
while, many scientists doubt whether 
superconducting magnets arc really 
necessarv for a compact synchrotron. 
They argue that beyond a certain point, 
miniaturisation becomes self-defeating, 
because the machines would become 
too small to adjust and maintain easily. 
In addition, some components which 
defy miniaturisation because their per- 
formance depends on their physical di- 
mensions. 

Such considerations evidently do not 
deter Sumitomo Heavy Industries, 
which in June announced that it had 
begun building a compact supercon- 
ducting ring, which it hopes to have 
ready by 1989. Sumitome Electric in- 
sists that it is not collaborating with its 
fellow group member. 

Other Japanese companies tipped to 
be building or planning to build their 
own compact machines include Mit- 






subishi Electric, Toshiba, Hitachi }and 
Furukawa Electric. With the ex 

of Furukawa, all are also participating 
in a research opnsortium called SORtec 
(SOR stands{for synchrotron orbital 
radiation). 

Altogether here are 13 companies in 
SORtec, including most of Japan's 
major chip and chip-making equipment 
producers. Its objective is to develop 
the process technologies and peripheral 
equipment necessary to make micro- 
chips using synchrotrons. 


T- consortium gets 70% of its funding 
from Miti and the Ministry of Posts 
and Telecommunications, the money 
being part of the proceeds from the sale 
of the first lot of shares. When the 
consortium was formed last year, the 
amount allocated to it was US$165 mil- 
lion, but this has since been cut to 
US$97 million. With this cash, SORtec 
is building itself a new synchrotron facil- 
ity near the Photon Factory in Tsukuba. 
Detailed designs for the facility will be 
finished by October, and construction is 
expected to be completed by 1989. 

Not to be outdone, NTT is building 
itself two synchrotrons at its Atsugi 
laboratories, one of them with normal 
magnets, the other with superconduct- 
ing ones. Although the telecoms giant re- 
fuses to answer any questions on the 
subject, it is known that Toshiba has 
contracted to build the normal ring; 
Hitachi, the superconducting one. 

Although it is the most popular appli- 
cation, lithography is by no means the 
only thing you can do with synchro- 
trons, nor are electronics companies the 
only ones to take an interest in them. 
Researchers flock to the Photon Fac- 
tory from all over industry — from 
oil, steel, chemical and rubber com- 

anies, to name but a few. In 1986, the 
acility played host to 194 researchers 
from industry, in addition to which 21 
companies (not including those with 
their own beam lines) were involved in 
joint experiments with the laboratory’s 
staff. 

Among such companies, one popu- 
lar type of experiment measures the 
amount of synchrotron-generated X- 
rays a substance absorbs. Known as an 
"exaf," this form of analysis is usefulfor 
determining in great detail the structure 
of new materials. At the moment, for 
example, many researchers are running 
exafs to investigate how the new, high- 
ae rature superconductors do their 
stuff. ; 

Synchrotron light can also take the 
place of heat in the production of ney 
materials, such as metal catalysts or thi 
films of amorphous silicon. One advan- 
tage of this process is that it eliminates 
the damage high temperatures can 
cause, resulting in materials with ex- 
tremely clean surfaces. Such surfaces 
can then form the basis for building new 
devices which were previously impossi- 
ble to nake. o 
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NTT's beam-line at the Photon Factory. 


Back stage disarray 


Japanese firms lack synchrotron know-how 


luem from a distance, it is easy to 
interpret the extraordinary level of 
research activity on synchrotrons as 
Japan Inc. in high gear, moving collec- 
tively and inexorably to dominate the 
microchip market of the 1990s. A closer 
look, however, reveals that the Japan- 
ese are not nearly as well-organised as 
some people think. 

For one thing, the companies may 
know how to build individual compo- 
nents such as magnets and vacuum sys- 
tems, but most lack the foggiest idea of 
how to combine them into a functioning 
synchrotron, or how to tune and run it. 

A glance at the resumes of SORtec's 
designers reveals that none of them 
have had experience with anything re- 
motely connected with synchrotrons be- 
fore. According to Takio Tomimasu, 
head of the Electrotechnical Labora- 
tory's synchrotron group and SORtec's 
chief adviser: "They are starting from 
scratch, so it will take them four.or five 
years to learn." 

Nor has NTT much knowhow, 
either. In fact, Japanese synchrotron 
specialists view the corporation's efforts 
with derision. “The reason they aren't 
telling anyone anything,” says one, “is 
the they haven't got anything to tell." 

The fact of the matter is that the Ja- 
panese have precious few synchrotron 
experts, far fewer than would be expect- 
ed, given the number of facilities they 
have, and far fewer than their ambiti- 
* ous development-programme demands. 
Miti’s Tomimasu, for example, has only 
a handful of researchers in his group; 

VSOR, the synchrotron at the Insti- 
tute for Molecular Studies in Okazaki 
has just four accelerator specialists. 

Most of Japan’s synchrotron experts 
are concentrated at the Photon Factory. 
So that is where companies send their 
scientists~and engineers to learn. The 
laboratory generously does its best to 
accommodate them. But even fie Photon 





Factory is woefully undermanned. The 
facility belongs to the Ministry of Edu- 
cation, Science and Culture, so its em- 
ployees are all civil servants. The Japan- 
ese Government has decreed that the 
number of civil servants may not in- 
crease and as a result, the laboratory is 
seriously understaffed. 

Brookhaven, the US facility, has a 
staff of several hundred, including sup- 

rting technicians; the Photon Factory 

as to make do with just 80. 

This shortage of qualified people will 
undoubtedly prove a serious handicap 
to the Japanese in their drive to develop 
synchrotrons. Industrial demand for 
synchrotron-related skills already far 
outstrips the supply. Despite the 
Photon Factory's efforts to help, there 
are simply not enough qualified people 
to go around. As a result, it is probable 
that at least some of the new machines 
will not work well. 

As synchrotron research becomes in- 
creasingly popular over an ever-wider 
range of disciplines, so demand for 
machine time at the Photon Factory 

rows. But the facility is now almost 
ull, and the Education Ministry cannot 
afford to run it for more than 3,000 
hours a year (compared with 5,000 
hours a year in most other countries). 


here is also demand for a more 

powerful machine, one which would 
be capable of producing light of even 
shorter wavelengths, the so-called 
"hard" X-rays. Such a synchrotron 
would considerably extend present 
capabilities, because it would allow 
extremely bright light to be concen- 
trated on a very small area. To do this, 
however, takes far more energy, which 
in turn means a much bigger ring, prob- 
ably one several hundred metres in 
diameter. 

Plans to build such a ring exist in 
Europe and the US. In March last year, 


the Japanese Science and* Technology 
Agency concluded that, since synchro- 
trons were so important for the future 
well-being of the nation's research, 
Japan should have one too. A synchro- 
tron this size would cost the order of 
US$400 million. Happily, with the slow- 
down in funding required for the deve- 
lopment of atomic energy, the agency 
was in a position to afford it. 

Unfortunately, however, before an- 
nouncing its intention to back synchro- 
tron research, the agency neglected to 
consult the Education Ministry. The lat- 
ter, which after 15 vears of nurturing re- 
gards this branch of science as very 
much its own preserve, was miffed. 

In Japan, it is sometimes said that the 
barriers between different ministries 
are higher even than those between dif- 
ferent nations. The fight between the 
Science and the Education ministries 
over the future of synchrotron research 
is a serious matter because the latter 
controls the Photon Factory, which is 
Japan's largest repository of synchro- 
tron-related skills. If the Education 
Ministrv refuses its collaboration, then 
it would be very difficult for the science 
agency's proposal to succeed. 

The Education Ministry has its own 
counter-proposal — adapting an exist- 
ing synchrotron in Tsukuba which is 
currently used for colliding particles. 
But though it is about the right size, this 
machine is not capable of producing the 
levels of brightness required. 

Above all, the ministry simply can- 
not afford to run another big facility. 
For this reason, it is likely that when the 
inter-ministerial committee reaches its 
decision on the new synchrotron in De- 
cember, it will give the nod to the 
science agency's proposal. A site near 
Osaka has already been suggested and a 
preliminary budget allocated for a feasi- 
bility study. It is estimated that the 
machine will take seven or eight years to 
build. 

Where will it get its staff from? Many 
of the senior scientists will come from 
the Photon Factory, their juniors from 
the universities. To train synchrotron 
scientists is one reason that Osaka, To- 
hoku, Kyushu and Hiroshima univer- 
sites have all requested money from the 
Education Ministry to build machines. 
But undoubtedly, because of the short- 
age of skills and funds, some of these 
machines will never happen. 

Elsewhere in Asia, others are pro- 
posing to build synchrotrons, too. Re- 
searchers at the University of Science & 
Technology in Hefei, China, hope to 
complete a machine by 1989 whose first 
priority will be “the application of syn- . 
chrotron radiation in x-ray lithography 
because of its importance in the deve- 
lopment of large-scale integrated cir- 
cuits.” Taiwan's first Synchrotron is to 
be built at Hsinchu Science-based In- 
dustrial Park. Discussions on building a 
machine are also reportedly under way 
in South Korea. — Bob Johnstone 
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DG BANK 1986: 





International presence further strengthened 


In 1986 the DG BANK, in its dual role as 
one of the leading wholesale "universal" 
banks of West Germany and central bank 
ofthe country's large cooperative banking 
system, continued to strengthen its inter- 
national presence, particularly as regards 
investment banking business. In Japan, 
the DG Securities Tokyo Branch of 
DG BANK commenced operations, and 
in SingÉpore the new DG BANK - GZB 
(Asia) Ltd. augments the services of the 
local branch. In New York, where the Bank 
likewise operates a branch and the ESC 
European Securities Corporation, DG Se- 
curities Services Corporation was newly 
established. And in Zurich, B.E.G. - in 
* which DG BANK holds a majority interest — 
has since been renamed DG BANK 
(Schwe'- \G, accordingly, the central 
bar’ st Germany's cooperative 


A 
\ 
` 


rd 


banking system is now represented there 
too under the DG initials - as in London, 
Luxembourg and Amsterdam, Los Ange- 
les, Atlanta, Rio de Janeiro and Hong 
Kong. 

Through this strengthened internatio- 
nal network, DG BANK provides a furtner 
expanded range of services, particularly 
in the sector of innovative financing and 
hedging instruments. 

The West German cooperative bank- 
ng system comprises 3,600 local banks 
with a total of 19,500 offices, five regional 
banks and a number of institutions pro- 
viding special financial services. At year- 
end 1986 the system commanded consol- 
idated assets exceeding DM 532 billion 
(US $ 274 billion). The 1986 DG BANK 
Group balance sheet total reached DM 112 
billion (US $ 57.7 billion). 


DG BANK 





DG BANK Hong Kong Branch, Admi- 
ralty Centre, Tower Two, 9th Floor, 18 Har- 
court Road, Hong Kong, Telephone: (5) 
2927 15, Telex 76498 dghk hx. 

DG BANK Singapore Branch, 6, Battery 
Road # 40-01, Standard Chartered Bank 
Building, Singapore 0104, Telephone: 
22397 11, Telex 34 559. 

DG Securities Tokyo Branch of 
DG BANK, Yurakucho Denki Building 
N 1313, 1-7-1 Yurakucho, Chiyoda-ku, 
Tokyo 100, Japan, Telephone (3) 2 0158 67, 
Telex 2228 476. 

Head Office: DG BANK, P. O. Box 
1006 51, Am Platz der Republik, D-6000 
Frankfurt am Main 1, Federal Republic of 
Germany, Telephone: (69) 74 47-01, Telex 
412291 ' 


The broadly based Bank. 
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Galang in Manila . 

e Central Bank of the Philippines 
probably the most harassed gov- 
ent institution in the country. Its 
rnor, Jose Fernandez, has had to 
etractors in congressional hear- 
he country's foreign debt. And, 
| as head of the policymaking Monetary 
| Board, Fernandez also has been fight- 
ing in several courts legal initiatives 
made by some of the banks which the 
central bank had ordered closed. 

^ Fernandez started on 10 August 
| daily appearances before the Senate in- 
|, quiry into the country's foreign debt. 

The legislators are looking into sus- 
pected irregularities in certain arrange- 
ments with creditors. 

The situation became further tang- 
led with the entry into the picture of 
owners of some of the banks taken over 
by the government during the adminis- 
tration. of former president Ferdinand 
Marcos. Claiming they lost their banks 
"under duress” to so-called Marcos 
j| cronies, they have also initiated court 
action to retrieve these banks, which 
now are being sold off to local and 
- foreign investors. 

All this could set back Fernandez’ 
programme for a “sound and strong" fi- 
nancial system. The governor had ex- 
pressed a.desire to see mergers and 
agglomerations that would lead to fewer 
and more stable financial institu- 
tions. oF | | 

The programme, set by Fernandez 
after assuming officein January 1984 at 
the height of a financial crisis triggered 
by political uncertainties at the time, led 
to the closure of a number of institutions 
— 80 far, about 100 banks, mainly small 
operations in the provinces, have been 
ordered closed under the programme. 

Among the larger banks affected by 
the measures is the Manila Banking 

























Corp: .(Manilabank),. -owned by the 





Monetary Board closure orders. Man- 
 Hlabank was able to get in July a ruling 
from the Manila regional trial court that 
practically allowed the bank's reopen- 
ing. However, the Court of Appeals re- 
versed the lower court's ruling. Man- 
ilabank was ordered closed in May after 
.| the Monetary Board ruled it was insol- 
| vent with unpaid debts of some P6 
billion (US$48.9 million). 7 
Graft charges have been filed with 
the ombudsman against Fernandez over 





A fight for owner ship 


Philippine central bank comes under fire over bank closures 





they were "robbed." Vicente Tan, 


Continental, says that in June 1974 he 








the closure of Manilabank and Pacific | 
Bank. | 





Since the ouster of Marcos in Feb- | 
ruary 1986, the financial system has ex- 


perienced a degree of stability, how- | 


ever, compared to the sporadic waves of 
deposit withdrawals in 1984-85. In 1986, 
though many of the domestic private 
commercial banks suffered lower rev- 
enues, they increased ne: profits. ^ 





owned Philippine Natioral Bank, re- 
duced by half its losses of the previous 
year after trimming its resource base, 
which was saddled with huge non-per- 
forming accounts. 

Among the government-controlled 
banks that showed profits in 1986 were 
the International Corporate Bank (In- 
terbank) and Commercial Bank of 


Manila (Combank). Both were taken 
over by the government after the finan- 
cial crisis in 1981, At the time, the banks 
were controlled by entities identified 
with Marcos associate Herminio Disini. 


l nterbank used to be known as Contin- 
ental Bank while. Combank was for- 
merly Overseas Bank of Manila. The 
founders of both Continental and Over- 
seas have filed separate court actions re- 
claiming the banks. American Express 
Bank International last vear acquired 
40% of Interbank while First National 
Bank of Boston joined up with a group 
of local investors to purchase Combank. 

The original owners of Continental | 
Bank and Overseas Bank now say that | 





who in 1973 led a group that acquired 










^» Tan's wife was detained i 
ary confinement from 25 Janua 


| tral bank charter, falsification of 


| 
largest commercial bank, the e| 
i 


ini group and the reo 


| » On 12 April 1978, or less than s 


| ter Edgardo Tordesillas, 


ment with the buyers' group, the sale to 


Bank had problems collecting on sho 
| term lending to clients who had use 
funds for long-term needs. “There ` 


| posit withdrawals in 1967. — — 


gramme for the bank, the central ba 


| Ramos now says, but there was no o 
_ tion at the time. The central bank go 

| nor at the time, Ramos says, told hii 
| after the mortgage agreement. 
| signed in February 1968 that “the t 
. would be given back within oi 


| the bank was placed under i 
in 1978. Jt was subsequently solc 
IDismigtoup. 4 — 





According to record 


group with the court: 

























and “was released. only after he 
band had assigned all his assets 
properties to the Disini group.” 
> The central bank filed. six cr 
cases (of alleged violations of the « 


ments and estafa) but the charge: 
subsequently dismissed "after t 
signment on 2 February 197 
sets and properties of Vicente 
his affiliate companie r 















































tember 1977 of Continen ank un 
the new name International Corpor 
Bank." E pe 

» On 29 December 1977, or | 
months .after the reopening of C 
nental as Interbank, the publishe 
statement of financial condition of 
terbank showed a P22.2 million. 
vided profit and surplus, which rer 
sented about 5076 of paid-up capital. 


months after Interbank’s opening, 
22.5% stock dividend was declared out 
of the inherited funds, in favour of tt 
new stockholders." B 
In another action, the former ow 
of Overseas Bank led by Emerito 
Ramos, are seeking to block the 
of Combank to Bank of Boston 2 
a Filipino group identified with foi 
er trade and industry deputy. min: 
1e Govert 
ment Service Insurance System, wl 
bailed out Combank during th 
nancial crisis, has signed a sale 


be formalised in September. > 
According to Ramos, the Overse:z 









no secondary market then and our b 
rowers were unable to pay," Ramos: 
calls. The bank was placed under c 
tral bank receivership after a rash of 












Ramos maintains that while he : 
trying to work out a rehabilitation p 




















manoeuvred him into signing a mc 
gage assigning all his properties — as 
act of good faith. "It was a foolish | 













That promise never m 
















CULTURED PRAWN PRODUCTION IN 


SELECTED SOUTHEAST ASIAN COUNTRIES 





y Anwar Nasir in Taipei and Manila | 
™ purred by high market prices and 
seemingly insatiable global de- 
and, prawn culture has become one of 


private and  government-sponsored 
quaculture programmes are being 
launched to increase prawn productivity 


fducrative export market as a ready 
source of foreign exchange. But the 


ries into the industry may in a few 
ears lead to a glutted international 
market. » | : 

< Aquaculture, or raising fish in artifi- 
ial ponds, has been practised in parts of 
Asia for centuries, but only in recent de- 
cades has aquaculture been used to raise 
rawns and other crustaceans. Prawn 
production through aquaculture is con- 
centrated in Southeast Asia and Latin 
America, with production from Asian 


total world production. According to a 
‘study by the US Department of Com- 
arce, Asian countries 
000 tonnes of cultured prawns in 


o 200,000 tonnes by 1990. India, Thai- 
and, Indonesia and Taiwan are the 
argest producers and they, plus the 
^"MÜippines, have the greatest poten- 
ial for expanding cultured prawn pro- 
duction by 1990, according to the re- 
port... ^» 7 70 ac ML 
Current world production of prawns 

















quaculture accounting for 
6%. of the total (in 1984 
i00 tonnes), according to the 
“and Agriculture Organisation 
















; tic increases in yield per hectare 



















's fastest growing industries. Both. 


and to capture larger segments of the | 


eadlong dive by many Asian coun- 


country 
‘countries accounting for two-thirds of - 


produced | 


983, and production is expected to rise — 


th marine catches and aquacul- - 
ids at about 1:8 million tonnes a 
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cially in Taiwan), oversupply in the 
medium term is likely as low-yield coun- 
tries adopt more advanced and inten- 
sive techniques to boost production. 
This places a question mark over the 
heavy investment in prawn farming 
undertaken in the past few years in 
countries such as the Philippines and In- 
donesia — much of it with the backing 
of the Asian Development Bank 
(ADB) and the World Bank. 

— Taiwan, the world leader in terms of 
technology and yield, has had astound- 
ing success in increasing annual yield to 


as much as 20,000 kg per ha. Harvest 


yields vary elsewhere, depending on the 
use of extensive or semi-intensive 
techniques and the availability of tech- 
nology, and differ even within each 
depending on farming 
methods. Average yield in Indonesia 
and Thailand, for instance, is about 500 


I^ an effort to protect its own market 
position, Taiwan previously was a reluc- 
tant exporter of its aquaculture know- 


how. However, due to the high cost and- 


near-exhaustion of land suitable for 
aquaculture, as well as the appreciation 


of the NT dollar, the Taiwanese. are no 


longer so hesitant to take their capital 
and. technology elsewhere, predomin- 


antly to Southeast Asia. Japan, too, is | 


investing in. Southeast Asian prawn 
farms, and the likely result is that 
harvest yields in recipient countries 
will increase as the know-how and 
capital become more readily avail- 
able. zu = 

M. Z. Azam, director of agriculture 





Quality in quantity: page 64 
.Pollution problems: page 64 
Prawns from ponds: page 65 
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mand for prawns in 1990 will be 200,000 _ 


to Azam, the ADB has been a catalyst 
in aquaculture development, investing 
in prawn aquaculture projects in 


| Bangladesh, Pakistan, Sri Lanka, In- 


donesia; the Philippines and Burma. | 
In addition, the World Bank has pro- 


| vided capital for aquaculture program- 


mes in Sri Lanka and Bangladesh. Other - 
lending organisations contributing to 
the development of shrimp aquaculture 
in Asia are the World Aquaculture Co., 
the International Finance Corp., vari- 
ous UN bodies such as UN Develop- 
ment Programme and the FAO, as 
well as national governments them- 
selves. — Pe o, 

Some of the region's developing 
countries are trying to catch up with 
countries like Taiwan in terms of yield. 
There are a number of intensive pro- 
jects in the Philippines where annual 
yields of up to 9,000 kg per ha have been 
attained, but yields in most projects are 
still low because the most commonly used 
method of farming is the extensive sys- 
tem. Production is expected to increase 
as technology and capital become more 
readily available to the farmers. 

Production forecasts which point to a 
great dearth in the market often do not 
take into account that low-yield coun- 
tries may be able to rapidly boost pro- 
duction through intensive expansion 
programmes and. increased yields. 
Taiwan, for example, increased produc- 
tion of prawns by about 4,500% in 10 
years. es 
The integration of infrastructure and 
the high level of technology which has 
made possible Taiwan's dramatic in- 
crease in production probably cannot be 
realised elsewhere in the developing 
countries in the near future. A more 
conservative increase in production can 
certainlv be attained using artificial 
feeds and exploiting methods de- 
veloped in Taiwan and Japan. 

Indonesia has set up a programme to 
increase yield by 1,000%, and based on 
the capital made available to the In- 
donesian Government from interna- 
tional lending agencies such as the 
ADB, there. is little reason to believe 
that the country will not be able to in- 
crease yield by at least 600-700% in the 
near future. Likewise, Thailand, which 


has very well managed, relatively effi- 


cient growing ponds, is also expected to 
increase. production using a combina- 
tion. of- Taiwanese and domestic 
techniques: In the Philippines, where 
roduction has been one of the lowest - 
in the region, ambitious research and 
development. projects. have been 
launched to realise higher yields. 
Infofish, .a marketing digest pro- 
‘the FAO, has forecast that de- 
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tannes higher than present levels, 
suggesting total world demand of about 
300-000 tonnes. According to Infofish, 
almost all of this additional demand will 
have to be met by aquacultural produc- 
tion, as marine harvests of prawns 
worldwide have been shrinking since 
1977. Studies done by the National 
Marine Fisheries Service of the US, as 
well as by Fish Farming International 
magazine, estimate aquaculture pro- 
duction of prawns in Asia alone will 
reach 200,000 tonnes by 1990, while 
Latin American production is estimated 
to reach 60-70,000 tonnes. 

But these estimates are based on 
conservative calculations which esti- 
mate that aquaculture output in Asian 
producers will increase by 100-470% 
by 1990. In fact, the rate of growth 
should be greater, given Taiwan’s ex- 
perience. 

But while. the production of prawns 
by aquaculture is expected to increase 
dramatically, a survey of the major mar- 
kets for prawns predicts 
a slow rate of growth in 
demand. For the US and 
Japan, a compounded 
annual growth rate of 
1% is expected, while 
the market in Europe is 
anticipated to increase 
by 3% a year. Other 
minor markets, such 
as Hongkong, Singapore 
and Australia, are expect- 
ed to grow by 5% a year. 


ccording to a study 
done by Yutaka Hi- 
rasawa, of Tokyo Univer- 
sity of Fisheries, the fa- 
vourable economic condi- 
tions in which consump- 
tion and price increased 
simultaneously will most 
likely vanish with an in- 
crease in supply. Hira- 
sawa says the severe 
price fluctuations in 
Japan caused by the im- 
balance of supply and de- 
mand during periods of 
low price were thought 
to be a result of the intrigues of traders 
and intermediaries in the distribution 
channels. But more accurately, he says, 
this situation shows that the market is 
beginning to saturate, since only a shift 
of supply will cause a severe drop in 
price: ence, the demand for prawns, 
ased on present prices, is nearing sat- 
uration and to boost demand any higher 
would require a cut in price, and there- 
- fore in production costs. 

Furthermore, says Hirasawa, the in- 
ventory of imported frozen shrimp in 
Japan in the 1970s was under 20,000 
tonnes, which would hardly have influ- 
enced the price — the current inventory 
is over 50,000 tonnes. From 1980, im- 

rts have remained fairly stable, and 
inventory has increased annually as a re- 
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Prawn packers in Indonesia: to boost yield by 1,000%. 


sult of marginal drops in demand in re- | 


sponse to price increases. Therefore, at 
the present price it is difficult to sell any 
more frozen shrimp in the Japanese 
market and high prices in the Japanese 
market will not persist with an upward 
shift in supply. 

There is more room for growth in the 
US market, since there has been a 
marked decline in domestic catches in 
recent vears. However, the US market 
for prawns is more income elastic, and 
demand is subject to the availability 
of disposable income. Based on 
Hirasawa's study, prices are expected to 
increase by 9-10% annually because of a 
higher general inflation in the US than 
Japan. Real disposable income in the 
US is expected to increase by 1% a year 
up to 1990 if domestic production 
remains constant. Accordingly, addi- 
tional imports of 16,900 tonnes a year 
will be needed to satisfy local de- 
mand. 

Based on projections of market 


rowth, it is calculated that additional 
imports of 55,200 tonnes from present 
levels are expected in 1996 for the three 
major markets. But production is likely 
to increase more rapidly than demand 
and will result in overall weak prices at 
the exporters' level. 

Producers anticipate new markets 
opening up as a result of increased sup- 
ply, and that domestic production in de- 
veloping countries will increase in re- 
sponse to a drop in prices. However, 
prices cannot be expected to drop 
beyond a certain level, because in inten- 
sive and semi-intensive methods of 
farming, capital costs such as imported 
artificial feeds from Taiwan and Japan, 
will most likely keep production costs 
high. 
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| AUT in Taiwan has been the 
A" success story which every country 
in the business is scrambling to emulate. 
‘Using a combination of age-old 
‘techniques, scientifically designed 
hatcheries, artificial feeds, and state-of- 
the-art processing plants backed up by 
-an efficient transport network, Taiwan 
.has become a major producer and ex- 
.porter of cultured prawns. 
Output has risen steadily from 1,100 
.tonnes in 1977 to more than 45,000 ton- 
nes this year, and while Taiwan's 
prawns are not always the cheapest 
they are regarded as a top-quality 
product. 
. Taiwan's success in establishing a 
eputation for quer in a competitive 
arket appears to be based on two 
atures of its aquaculture indust 
—' a degree of specialisation whic 
sets it apart from similar opera- 
“tions in other countries and its inte- 
. gration. | 
* Each of the nation's 1,400 hatcheries 
specialises in acquiring a spawner, wait- 
ing for it to spawn, and then hatching 
-the eggs and selling the resulting nauplii 
to a nursery. The nursery specialises in 
growing the nauplii to a stage of PL 12, 


|]. state. | 


fries, grows them to a stage of PL 30, 
and then passes them on to a growing 
1. pond. There the shrimp are grown to an 
| average weight of 30 gm before being 
"harvested. ' | 
— Involved in each transaction, from 
“hatchery to nursery, from nursery to 
growing pond..is a middleman who 


result the price of the prawns is inflated. 


"Sucouraged by the Philippines 





. vince of Negros Occidental have been 
switching from growing sugar cane to 
raising prawns in an effort to overcome 
the region's economic depression. 

: Unfortunately, the farmers have em- 
braced this new. venture with such en- 
thusiasm that Manila is now worried 
ábout the impact of rampant aquacul- 
tureonthesugarindustry. — — 

. Cane growers are already facing the 
problem of the pollution of arable land 
by seawater seeping away -from the 


age of seawater, which is pumped in and 
out of growing ponds in order to clear 
effluent, has become so severe that the 
land can no longer be culWvated. In 
others it has badly affegted yields. — 






: which usually takes up to 12 days after | ed and processing plants are 


| they have passed through the larval | 


Another hatchery buys the shrimp | 


 dustry has also been success- 


makes a commission on the deal. As a. 





ape Government, farmers in the pro- 


prawn farms. In some places the seep- 


But as Peter Yen, branch manager of an 
artificial feed company in Tungkang 
points out, the overall quality of the 
shrimps is much better because each 
middleman acts as a quality-control 
agent, ensuring that what he buys and. 
sells is a good product. 

The integration of the farming and 
processing sides of the industry counts 
when it comes to harvesting the 
prawns. 

Depending on the size of the growing 
pond, it takes a farmer about two hours 
to collect the prawns, put them on ice, 
and transport them to a processing 
plant. The plants, which are usually 
modern and efficient, take another hour 
Or two to process the prawns and pre- 
pare them for freezing. It therefore 
takes a total of about four hours before 
the prawns are ready to be transported 
to a market. The speed of this process- 
ing is crucial to the quality of the pro- 
duct because the prawns quickly begin 
to deteriorate when they are 
exposed to heat and the open 
air. 

By contrast, in a large 
country like the Philippines, 
the industry is not as integrat- 


not as strategically located. 
The transport time is there- 
fore much longer. Further- 
more, unlike Taiwan there 
are only a few modern plants 
which can process, freeze and 
transport the prawns in an 
hour or two. 

Taiwan's aquaculture in- 


ful in developing artificial 
feeds for every stage of the 
shrimps’ growth, whereas 


Pond effluent, which is dumped di- 
rectly into the sea, is also a potential 
hazard. At the moment its environmen- 
tal impact is a minimum, but this could 
change if farmers switch to more inten- 
sive aquaculture methods. 

Taiwan is suffering from similar pol- 


lution problems. In the southern village 


of Tungkang aquaculture has developed 
unchecked, creating a patchwork of 
hatcheries, nurseries, and growing 
ponds fed by a maze of pipes pumping 
salt and fresh water. 

Many Tungkang farmers now com- 
plain about salt-water seepage into land 
used for growing rice. They are also 
worried about the shortage of fresh 
water which is sucked from under- 
ground wells through high-powered 
pumps into aquaculture projects, where 


itis used to control salinity in the ponds. 
"The intensive exploitation of fresh 


water sources is also drying out the land, 
causing shrinkage and subsidence. 


— Anwar Nasir . 











 perimenting! h feeds. As a result 
Taiwanese farmers can keep costs down 
by using the feeds from one of 40 
domestic producers while their comm» 
petitors in other countries have to rely 
on imported feeds from Taiwan, Japan 
or the US. These are often expensive 
and can raise capital costs to unaccepta- 
ble levels. 

Besides using artificial feeds, 
Taiwanese farmers are also able to re- 
duce feed costs by creating conditions in 
nurseries and growing ponds which 
allow algae, the prawns natural food, to 
bloom. This is very difficult to do scien- 
tifically, but Taiwan's farmers, through 
the generations, have apparently de- 
veloped a "green thumb" method which 
has proved quite baffling to scientists 
and trained aquaculturists. 

Prawn farming in Taiwan, however, 
is not without its share of problems. A 
crucial one has been the unavailability 
of spawners, without which the industry 
cannot survive. They have to be caught 
in the open sea because they cannot be 


| TAIWAN’S PRAWN FOOD BOOM 


(Production of formulated prawn feed} 
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cultured. ' Unfortunately for Taiv PROJECTS 
there are relatively few shrimp 10 De oom 
found in its waters. 
The Philippines and. Indonesia do 
have a supply of spawners but they have 
anned their export to protect their own 
industries, and perhaps to make it more 


difficult for Taiwan to. cquire an in- 
































































creasing share of ! By Alan Sanders 
Spawners are fore i in great de- he eight-year-old Mongolian-Soviet 
mand in Taiwan often smuggled joint enterprise for mining and con- 
out of other coi - bypass the | centrating copper and molybdenum ore 
ban, Taiwan ha dto buylive, | at Erdenet in north-central Mongolia is 
ocean-caught pra om the Philip- making a huge contribution to Mon- 
pines and Th uiring some | golia's export potential, but according 
in tch. But whereas | to recent reports is beset with problems 
the cost of a the Philippines | arising from the lack of coordination be- 
is about AUS iw E canfetch | tween the two governments. 


According to the Erderet combine's 
.| new director-general, Klimov, the 
| problems are symptomatic of the 
ma plant: “It is | general difficulties the Soviets have 
ed tọ launch joint ven- been experiencing in running aid 
, because it is becoming | and cooperation projects in Mon- 
| too e o produce in Taiwan, golia. 
and we shoul d also diversify our mar- Sometimes described as the “flag- 
E — Anwar Nasir ship” of Mongolian industry, the 


uina | Erd nbi ine: nuall 
T PRODUCER PRICES OF some 20 million tonnes of copper 
TAIWAN TIGER PRAWN 


and: molybdenum ore and enriches 
it for export to the Soviet Union, 


metal. 
^. At present, Mongolia does not have 
the necessary facilities or electric power 
to do this itself. 

Over the past 10 years, Mongolian 
exports of ores, concentrates and other 


creased 20-fold, and now exceed Rbl 
| 180 million (US$279.8 million) a year, 
which is.enough to offset all Mongolia's 
imports of Soviet fuels, Klimov said, 
citing figures not normally publish- 
ed in Mongolia's. annual statistical 
returns. 

Since it went into operation, the Er- 


about Rbi 430 million. 

Klimov went on to say, however, 
that certain aspects of the project's ac- 
tivity were in urgent need of improve- 


oviet economies, the combine's effi- 
ciency rating depends on whether the 
value of its output is calculated in rou- 
bles or tugriks (the Mongolian. cur- 
rency). Moreover, the combine is in- 
cluded in the Mongolian material-sup- 


tions and other departments of the two 
countries, so that orders for equipment, 
allocations of funds and annual con- 
tracts — often concluded after the year 
has begun — are passed along a com- 
plicated and inflexible chain of of- 
fices. 

This is particularly intolerable now 


be re-equipped with new more produc- 
tive plant while production continues to 
increase, Klimov said. 

The Erdenet conibine is supposed 


One ore another 


A Mongolian mine is plagued with problems 


| cannot make independent use o 


lion) it has in its own bank acco 


| terms with their Soviet count 
| Klimov called for pricing to 
| freely convertible currency p 


| equipment costs for the Mon poli: nai 


| where the concentrate is smelted into | 
| combine has a workforce of 5 
| whom 1,800 are Soviet engineers, t 


| -minerals to the Soviet Union have in- |i 
6. of whom have been trained there 
-so far, but many of them leave to pass ọn 
what they have learned in other parts of 
| the country. At the same time, Soviet- 


| ing Soviet specialists at the combine 
| — 353 of them over the years 1986-9 
| including 125 engineers and techn 
denet combine has made a profit. of | 


| cess being “artificially accelerated. 


ment. For example, because of different | bly leading to instability of productio 
pricing systems in the Mongolian and 
20% annual turnover of Soviet spe 


| years, and Klimov would like it to be 
| creased to a maximum of 10 years. _ 
ply system via foreign-trade organisa- | 
| Erdenet combine complained about: 
| "departmental attitude" of Mongoli 
| financial, legal and other bodies whig 


| joint enterprise all the fine details « 
| local-price formation regulations and 
| internal legislation. M 
that certain parts of the combine are to | 














































to be inaua autonomous, bu : 
Tugriks 600 million (US$178 


buy vital equipment for foreig 
rency. | 

Final determination of th 
principles" of the. combine's : 
dealings with Mongolian institu 
still await the latters' agreei 








products of joint enterprises. | In 
of Erdenet, the very large range 
ferent rouble-tugrik exchange. 
applied in calculating prod 


Soviet markets complicated things c 
siderably and should be rationalised 


he other big problem facing th 
denet combine is manpow 


nicians and workers, but it is respon 
ble for building its own housing and 
amenities. 
At the combine, o on-the-job trainin 
iven.to Mongolian workers, over 


trained Mongolian workers are repla 


cians. 
Klimov is concerned about this pr 


without a proper balance between tk 
Mongolian and Soviet sides, and po 


at his enterprise. 7 
The situation is made worse b 


ists employed at Erdenet. The m: 
mum posting to Mongolia is for 








Finally, the director-general. o: 


he said in such matters as planning anc 
accounting were trying to apply to th 


Klimov went on to explain that. 
would be desirable to settle this matter 
within the framework of the Mongolian 
Soviet inter-government is act 
commissi. 


* 





By Anthony Rowley in Jakarta 
indonesia is attempting to revive its 














over-the-counter (OTC) market with 
wer controls than the main market. If 
icial hopes are realised, it could 
ickly overtake the big board in terms 
f companies listed. 

Decrees due for imminent release by 
1e Ministry of Finance (MoF) (almost 
-years to the day since the Jakarta 
tockmarket was re-launched on 10 Au- 
ust 1977) provide for the formation of a 
ew market later this year, and the 
engthening of such support services 
underwriting and market- making. 
\Ithough the government's motives 
somewhat ambiguous — the “In- 
nesianisation" of foreign joint ven- 
ures and privatisation of state enter- 
rises being primary — the moves also 
ecognise the need to allow foreign 
tockmarket investment to reduce In- 
donesia's heavy foreign-debt burden. 

.. One of the four decrees provides for 
the articipation of foreign investors in 
the In In donesian market, though this has 
yet to be followed up by an implement- 
ing directive from the Capital Market 
Executive Agency (BAPEPAM) — In- 
. donesia's equivalent of a securities and 
exchange commission. Foreigners are 
unlikely to enjoy such access until at 











































































































Alexander Sereh, chairman of the 
Indonesian Brokers’ 
which will operate the OTC market — 
has had discussions with various foreign 


ae 


reigners. Thesé include the Asian 


securities and the Dutch investment 
ank Pierson Heldring and Pierson. 
Current thinking favours the launch of 
igkong-listed vehicles rather than 
€ Luxembourg-based trust originally 
Wisaped. — 
. Sereh, who is also president-director 
f. -[ndonesia': s National Investment 
rust, P. T. Danareksa, has also had 
‘talks with US investment bank Pruden- 
tial Bache, and with the GT Manage- 
ment group in Hongkong : on the possi- 
















he lines of the Korea Fund and similar 
hicles in Taiwan, Thailand and Ma- 















 unit-trust listed closer to home is the 
voured initial vehicle. — 










Ü million each. They woyld use a 
to. back - certificate" 


ndonesia restructures its sedentary stockmarket 


moribund stockmarket by launching - 


| local institutions). 


least. one year after the OTC is | 
A 

Association — | 
nstitutions interested in participating in | 


running of a unit trust (or trusts) for ' 


evelopment Bank, Japan’s Nomura. 


e formation of an Indonesia Fund on. 


ia — all of which are listed on Lon-. 
n or New York. But a more modest | 


t trusts for foreigners would. 
y be limited at first to around. 








principle 


similar to that adopted by the state in- 
vestment fund Danareksa, which offers 
unit trusts to individual Indonesians as 
an alternative to direct stockmarket 
participation (the market itself being 
dominated by pension funds and other 
Foreigners would 
thus own paper claims backed by the In- 


. donesian stock — rather than the stock 
| itself. 


Indonesia refers to its stock ex- 


change plus BAPEPAM and Dan- 
areksa as the "capital market," though 


their operations fall well ‘short of 
a real capital market in the sense of 
long-term government and corporate 
bond markets and short-term money- 
market instruments. Recent experience 


ARRESTING 
THE FALL 


(10 August 1982 = 100) 120 


-HO 
+ 100 


90 
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with heavy capital outflows has, how- 


ever, prompted Indonesia to consider 
reforms at the short-term end of the 


| capital market along with stockmarket - 


innovations. 


he existing socie which is in. 


effect government run, has been in 


decline in index terms since 1979, two | 


years after its re-launch (replacing a 
market which had catered mainly for 
Dutch business since 1925). Trading has 
fallen in both value and volume since 
1983, as has corporate funding through 
share issues, and the number of com- 


panies listing ordinary shares has held at. 
24 since 1984. Total market capitalisa- | 


tion is only around US$60 million equi- 


: valent. 


According to BAPEPAM chairman 


Barli Halim, the slump in the market 
has several causes: declinin 
 porate activity and profitability; devalu- 
ations wich have hit Sepectally: hard, 


local cor- 


the 1982 deregulation of 


| ket will have ne 








system which made time de 


attractive than equity investment. æl E 





The government needs to turn the | 


| stockmarket around, because “there is 


too much dependence upon foreign aid 
and foreign borrowing and we need 
more accumulation of domestic. ca d 
tal,” Halim told the REVIEW. 

donesia’s debt-service ratio is (puchine 
40% now (including both government . 
and private obligations) instead of the 
2096 or so the government would pre- 
fer. Launching an OTC market isthe . 
government's chosen response — rather . 


than easing main-board listing rules, | 


which would be seen as unfair to cur- 
rently listed firms. Tax concessions may 
be given to encourage equity invest- 
ment. At present dividends are taxed. 
whereas bank interest is not. 

One of the most stringent main- 
board requirements (net profits equal to 
10% of a company's shareholders’ funds. 
in the year prior to listing) will be drop- 
ped on the OTC market. Instead, com- 
panies must not have had their accounts 
qualified in the two years prior to list- 
ing. Minimum paid-up capital will be 





: only Rps 100 million (US$60,790). Dis- 


closure requirements are also likely to 
be simpler. There is no upper limit on 
the size of companies which can list, 


and many bigger concerns may go this 


route. - 
The success o the 





OTC market de- 


pends: largely upon the 30 or so mem- 


bers of the existing stock exchange — 
state and private banks, brokerage 
houses and investment companies — 
which will be expected to underwrite 
OTC issues and to guarantee a market 
for at least. a year after issue. Foreign 
securities companies will not be allowed 
to participate directly but the REVIEW 
understands that they will be able to 
offer consultancy services on a fee basis. 
Unlike the main. sign the OTC mar- 






But something of an ideological: bat- 
tle continues in official circles about - 
the primary purpose of an enlarged 
stockmarket. Nationalists want it to 
smooth the path towards Indonesianisa- 
joint-venture companies, which 
wr sell 51%, of their equity to 
locals within 10 years of operations. 





| Seo Sabie inan) P ventures "are 












! hips: opted to sell 
'q to locals. >) 








tint 1985 after . 


the heavy “oil revenues. 
| ally minded ele- 
ments vand im the 


the idea of 
,donesian ec 


gn participation in In- 
nd face the danger o 









are seeking acceptance for |. 


| gomg in 
rection to the country’ $ investment 


. board, or BKPM, and other influential 
agencies. They appear to be ready to 
compromise on the basis that the pro- 

“posed OTC will be “for Indonesians 
only” for a time but that foreign partici- 





pation could be encouraged after about 


one year. : 
One idea under consideration for the 
OTC is that hea wned develop- 

| pindi ild sell some of 

















its holdings ^ ( 0- 5% of each 
company) froi lustrial firms it 
holds. That, sou say, would give the 


lis ing s almost right 





away 

arket rece this idea would 

depend ci pon the quality 

| of companies : 'd for listing — and 

..| many seem sceptical about Bapindo's 
| portfolio in this respect. 


Foreign investors enjoy almost un- 
 impeded access nowadays to direct in- 
vestment in Indonesian business and 
there are now '"hange con- 












trols to restrict pi riation. But 
suspicion of "speculative e" '" foreign port- 
folio agen remains strong in Indo- 
nesia as it does in S Korea, and cap- 
















| mand" econon would probably 
. mean a similar road of cautious market 
opening to that of South Korea. 


While worrying about foreigners. 


"taking control" of Indonesian enter- 
prise and toying with the idea of re- 
stricting foreigners to a new and limited 
class. of B shares), capital-market au- 
thorities nevertheless accept that 

"foreign ownership could have leverage 
for Indonesians.” It could raise 
stockmarket prices, making it more at- 

- tractive for Indonesian companies to go 
public. 

The resulting prospect of capital 


gains would reduce Indonesian invest- 


ors’ fixation with dividend yields. That 


could make capital-market funding 


more attractive to issuers at a time when 
domestic bank funding is ex 

i shares to compete with relatively high 
time-deposit rates (20-30% annually), 
i Share prices: have had to fall to the level 
| where the market yield on some of the 
| Biggest companies equity has risen to 

| around: 25%, with most companies be- 
tween 10-2095. This is despite generally 

| declining dividend payouts since 1983. 

Corporate-bond issuers must also 
mpete with time deposits, and the 

: yield now averages around 15.75%. 
Although there are only three or four 
- entities issuing bonds at present — the 
major ones being state-owned road-and 
house-building entities — the bond 
market is regarded as more successful 
than the stockmarket. Since the launch 
-ofthe bond market in 1983, issues have 
totalled Rps 400 billion in nominal 
terms compared with a nominal Rps 131 


billion of SUE issues since 1977. The _ 


nsive. For: 


-secondary market has! been more active, 


too. Foreigners can buy Indonesian 
bonds freely but they have not, because 
of the continuing fears of currency de- 
valuation. 
The Indonesian Government has an 
"understanding" with parliament that it 
will not permit a structural deficit in the 
national budget and thus neither long- 
term government bonds nor treasury 


bills are issued. Budget deficits are re-. 
garded as “temporary” and are funded | 


through foreign aid and borrowings. : 

So, apart from a few corporate 
bonds on offer through the stockmar- 
ket, capital-market instruments are 
limited to two types of official short- 
term instruments — 


study initiated by the MoF and involv- 


ing foreign advisers is looking at ways to 


broaden the money markets. One goal 


is to provide more attractive investment | 
instru- | 
ments so that the incentive to capital | 
flight via offshore investment is re- | 
duced. Ui 


opportunities in Indonesian 
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LISTED 
COMPANIES 


1,749.3 | 


1,147.8 | 





| remains up in the air- 


| Hoher major area of Hongkong’ s. 
| nancial. markets to politics, iniyon 


the so-called | 
SBPUs and SBEs. A current major | 


shares (shares with a fr 
_value of A-shares, but carryin 


| lieved in the pipeline as family-ba 
| enterprises sought ways. of sh 


| kong equities over the past year or so 
_ has already reduced traditional contro 
| levels from 70%. and higher to around 
| doubt that as. 
| control will be enhanced. 

|| a report which is generall 
| pathetic to the idea of B-shares but 
| which shied away from any change i 
| the law which prevent them. It ha: 


| change to use its discretionary powers 
| to approve of share listings, and t 


| lity to promulgate listing rules. Bu 
| criteria might be used. 


| banning B-shares by law, arguing 


| change. Furthermore, it stated, 


| from exploitation. And the takeove: 
| code — which bases change of control 
on voting rights, not capital — e 
-sured that A-share holders would not- 
| be disadvantaged i in à PUSCONERE situa- 


| ments which date back several years — 


E Realty Development and Lane Cra 


| Poli ical 
business 


The fate of B- shares | 





































8y Philip Bowring in Hongkong 
, n advisory body's failure to make 
decisive ruling has opened 


peddling, or worse. E 

In April the Stock Exch: a 
Hongkong and the Securities 
sion were leaned on by 
to put a stop to issues o 


voting rights) while the mat 
ferred to the Standing. Committee 
Company Law Reform. | 
The issue arose because two. leat 
groups, Jardine Matheson and Che 
ong/Hutchison : ‘Whampoa, had 
nounced such issues. Others were 


their control without having 
more cash. 
The international splurge on Hong 


to fin 


the 50% mark, and there seems little 
rices move higher the in 
centive to sell- equity: while retaining 


The committee has come back with 
unsym 


*. 


passed the issue back to the stock ex 


Securities Commission through its al 
has given little Mob dn as to 

The committee came out: mon 
would not. be right to restric 
quoted companies — and the rü 
quoted ones were the prerogati 
Securities Commission and s 


were adequate safeguards in com 
and statute law to protect shareholde 


principally Swire Pacific, HK Realt 


ford, the Tast nue companies all pres 


ee 




















-However, T decided against rec- 
ommending a change in the law, the 
committee meandered off into mean- 
ngless generalisations, It said it was op- 
posed to “indiscriminate issue of shares 
of this kind." On the other hand, there 
was “a legitimate need for their con- 
tinued availability in exceptional cir- 
cumstances. 

- The only indication of how a distinc- 
on might be drawn between one and 
the other was, ominously, a political 
one. It warned that in the circumstances 
; 1997, B-shares could be undesirable 
»y helping companies transfer a 
ierseas while retaining control 
ongkong. The possibility of capital 
was said to be a potential threat to 
gkong's position as a financial 






















































F A geio on over prospects for the 
MP Philippine economy have rubbed 
some of the glitter off the 5.5% growth 
in GNP recorded in the first quarter of 
this year. There has been a revival of 
calls for a selective repudiation of 
foreign debt (REVIEW, 13 Aug.) and re- 
newed anxieties over national security 
following the 2 August killing of a 
member of President Corazon Aquino' S 
cabinet. 
=< The newly opened congress is debat- 
ing several foreign-debt proposals — in- 
cluding limiting annual debt-service 
payments to 10% of the period's export 
arnings. Manila's foreign bank cred- 
do not look kindly on this and some 
ernment officials fear that any dis- 
ption in the country's relations with 
the banks may scuttle the evolving eco- 
nomic recovery (REVIEW, 6 Aug.). 
. These apprehensions may again slow 
own investment. In the first half of the 
the Board of Investments (BOT) 
proved 602 projects (in preferred or 
ority areas), involving total capital of 
2.84 billion (US$138. ’5 million), com- 
pared with 138 projects,. 
38 billion, in the same ‘period: last 





xpected to to create 32,418 new jobs. 
- here were i increases in both domes- 
ind foreign capital planned in the 
eiie eei enterprises: Major 
i 3 de: : B145. TS me 

















-harm Hongkong' S position à asa financial 
.centre is to suggest that businessmen 
Should make decisions for political 
: reasons or invest according to “patrio- 





involving 


| over. 


tic" criteria. The committee has thus 
loaned its weight not only to giving wide 
discretionary authority to the stock ex- 
change and Securities Commission, but 
also to the idea that political considera- 
tions are relevant to approving B-share 
issues. There is no avenue for appeal 
against arbitrary stock- oyenante or 
commission rulings. 


T only technical criterion it sug- 
gested might be applied in judg- 
ing the merit of allowing B-shares to be 
allowed was approval by the non-con- 
trolling shareholders. But even this was 
hedged by i its Gesire not to dion the 





pharmaceuticals venture. by Pfizer 
Corp. 

In terms of actual capital Westen. 
the Securities and Exchange Commis- 
sion registered P3.46 billion paid-up 
capital in new firms and capital expan- 
sion in existing ones, an increase of 
74.5% over 1986's first half. Of the total 
paid-up equity, foreign investors ac- 


counted for P675.4 million, nearly dou- 


ble the amount in the comparable 1986 | 


riod. 

Trade and Industry Secretary Jose 
Concepcion remains optimistic that in- 
creasing domestic demand will continue 


to attract investors. In the first quarter 


of 1987, industrial production. grew by 
9.9% from the previous year's level due 
to increased consumption. This trend 
continued until May as sales of 887 firms 


in 21 key industries grew by 24% com- 


pared to the January-May 1986 turn- 





-lowed in the interests of the community. 


. show a year-on-year general increase of 


The highest sales increases 
y | were reported by consumer-durables 
: firms. 

The inflation rate continues to climb. a 


accounted for a sizeable par pai the 
Initial estimates of July consumer prices i 


| stockmarket turnover.. 










of placing the interests s bf i shareholders 
in general or financial markets before 
those of its own members. And the lat- 
ter has no record of consistency or 
tenacity. 

The original B-share proposers. have 
already argued that their motives are 


.sound. However, they may have more 


than the proper authorities to contend 
with. 

Following the report's publication, 
Financial Secretary Piers Jacobs, was 
quoted as saying he was opposed to B- 
shares and that they should only be al- 





as a whole. Whatever that may mean, it | 
appeared a further step towards arbi- | 
trary government. wc 





5.896, compared to 4.7% in June. Fuel- 
price increases expected in August will 
further push up the inflation rate, fore- 


cast to average about 576 this year. 


This may stall progress on the labour 
front, which in the first half saw fewer 


workers involved in strikes than a year 
ago. 


Major labour strikes in recent 
weeks include one that halted opera- 
tions at General Milling Corp., which 
supplies a third of Metro-Manila's poul- 
try-product consumption, and another 
at Pure Foods Corp., one of the biggest 
canners of meat products i in the country. 
Economists at the private Centre for 


Research and Communication forecast 


exports will grow by 7.5% to US$5.2 bil- 
lion this year, following a 4.676 in- 
crease last year, and imports expand b 
14.9% to US$5.8 billion, after a 1.3% 
fall last year. Receipts from tourism are 
also predicted to increase by 12.1% to 
US$725 million, while remittances from 
workers abroad are expected to fall by 
2% to US$682 million. 

The peso has remained firm against 
the US dollar; with the exchange rate on 
7 August at. P20.44:US$1, compared to 
an average of P20.39: US$1 in 1986. 
Nominal lending. rates continue to 
hover at around 13% a year, compared 
to the 1986 average of 17.5%. 

Part of the stability of the peso is due 
to stunting of speculation on the cur- 
rency as traders on the foreign-ex- 
change blackmarket shifted to the 
booming stockmarket. Total turnover 
on the stockmarket in the January-July 
period reached 206 billion shares valued 
at 243.4 billion, compared to 12.67 bil- 






lion shares worth P5.47 billion in the 


same period in 1986. Foreign funds 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication e 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It's the Far Eastern Economic Review by an overwhelming 
majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
issue. 
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No other publication in the region can match its performance. In fact the 

Review's circulation has grown by a number larger than the total present 
* day circulation of any of the publications which started during the years in 

question. ; 


A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 
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The world to Seoul. 
Seoul to the world. 
On Korean Air. 


Korea. Home of the Olympics. And more. 
Great shopping, beautiful art and museums, 
unspoiled countryside, thrilling nightlife. 

No airline knows Seoul better than Korean 
Air. And no airline offers more frequent or 
more complete service there. We fly to Seoul 
from Hong Kong 12 times a week, with eight 
non-stops, and offer more convenient connec- 
tions there from more Asian cities than anyone. 

So get a taste of all the excitement of this 
great city on the lead up to the Games. Ande 


fly there on Korean Air. 
AIR 


THE ART OF JOYFUL FLYING 


Please send me a free brochure on Korea 

Send to: 

HONG KONG: 506 Bank of America Tower, 

12 Harcourt Road, Hong Kong. 

Tel: 5-238065-7 Fax: 5-8450765 

SINGAPORE: 24 Raffles Place, 420-03, Clifford 
Centre, Singapore 0104 

Tel: 5330441, 5330442. Tix: KOT@URS RS21673 


Name: 


Address: 
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HOME OF THE OLYMPICS. AND MORE 
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The Ecu: 


Now in its ninth year, the 
European Monetary System 
(EMS) has come to stand for 
"European monetary stabil- 
jty—as reflected in exchange 
rates and price levels alike. 
“While discussion currently 
focuses on how to improve 
‘the EMS, the success of the 
_ system to date is encouraging 
the wider commercial use of 
the European currency unit 
(Ecu). And in West Germany, 
the Bundesbank's recent go- 
ahead for the private use ofthe 
Ecu is drawing an ever greater 
| volume of such business to 
| Frankfurt. 


The Ecu offers two main 
advantages: not only are ex- 
change rates kept relatively 
stable, exchange-rate risks 
vis-à-vis the participating cur- 
rencies are also fairly easy to 
assess. Generally, their daily 
exchange rates are allowed 
to move by only +£ 2 V4 96, with 
a special limit of + 696 for the 
lira. And the fluctuations of 
the Ecu/D-mark rate are even 
less pronounced—usually no 
more than + 1.8 %—since the 
D-mark itself accounts for 
roughly 35% of the Ecu cur- 
rency basket. 





3 éterling participation? 

Sterling. like the Greek 
drachma, occupies a some- 
what anomalous position, 
having no fixed central rate. 
This being the case, its decline 
last year weakened the Ecu— 
_and with it, investors’ interest. 
Needless to say, if Britain 
opted to participate fully in 
the European exchange-rate 
mechanism, as many in the 
U.K. itself are now advocat- 


LJ 
* 





Jakarta Representative Office, 





ing, the EMS and the Ecu 
would benefit greatly. 

But even as things stand, 
the Ecu is already a commer- 
cial success. In recent years, it 
has been one of the five or six 
leading currencies for Euro- 
bonds and international bank- 
ing transactions. In foreign- 
exchange trading and hedg- 
ing, it is treated just like its 
more conventional counter- 
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currency for practical use 


context—for example, in bilat- 
eral trade between France and 
Italy. For this reason, the 
major West German banks 
are involved in every aspect of 
Ecu business and are also set 
to participate in the Ecu- 
clearing system run by the 
Bank for International Settle- 
ments (BIS) in Basle. 

Today, the EMS is consid- 
ered a success by people far 


Exchange rate movements (monthly averages) 
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parts, and this also holds true 
for the Ecu/dollar options and 
futures traded on various U.S. 
exchanges. 

In recent months, interest 
in the commercial use of the 
Ecu has thus increased in non- 
EEC countries—in the U.S., 
Japan and even in the Come- 
con states. For example, in- 
voicing in Ecus could prove to 
be useful for an American im- 
porter ordering goods from 
various EEC states, who then 
only has to keep an eye on a 
single composite European 
currency rather than several 
national ones. Yet the cur- 
rency's significance is still 
much greater in the European 
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removed from Europe. It guar- 
antees comparatively steady 
exchange rates; on average, 
realignments occur only about 
once a year, with shifts 
amounting to no more than 
a few percent in the central 
rates. In any case, the adjust- 
ments mainly reflect inflation 
differentials, and the real ex- 
change rates stay relatively 
stable. All this provides a solid 
foundation for trade flows, 


cross-border services and in- 
vestment in Western Europe. 

It has frequently been sug- 
gested that the EMS might 
serve as a model for the world 
monetary system. But its “ex- 
portability" could well prove 
to be limited. The EEC is in 
essence a customs union, an 
economic complex with a 
closely-knit pattern of visible 
trade and services. But be- 
tween the world's three hubs 
of economic  activity—the 
U.S., Japan and Europe—cap- 
ital movements play a much 
more prominent role. And, 
given their dependence on in- 
terest- and exchange-rate ex- 
pectations, these are far more 
volatile than trade flows. 
Nonetheless, the key element 
in the success of the EMS in 
stabilizing exchange rates in 
Western Europe—namely, the 
convergence of national econ- 
omic policies in the various 
countries—can indeed be 
transposed to the global level. 

In the coming months, Eu- 
ropean governments will be 
discussing how to strength- 
en the EMS. Certainly, only 
modest steps are feasible: 
emphasis must be on remov- 
ing controls on capital move- 
ments, reducing the lira's fluc- 
tuation range, and coaxing 
Britain into joining the ex- 
change-rate support system. 
Yet attention should also be 
given to ways of making the 
Ecu even more attractive as a 
reserve instrument for central 
banks outside Europe. Al- 
though a single European 
central bank is still some way 
off, the medium-term goal 
could be to establish a kind 
of Federal Reserve System, 
which would bring together 
the twelve central banks ofthe 
EEC member nations. 


COMMERZBANK W 
German knowhow in global finance 
VIEWPOINT is presented as a regular service to the international 


business and financial! community by the Economics Department 
of Commerzbank, PO. Box 100505, D-6000 Frankfurt/Main 1. 


. Commerzbank in East Asia: Hong Kong Branch, Phone 5-8429666 - Tokyo Branch, Phone 5024371-75 - Osaka Office, Phone 2021235/6 - Commerz Securities Japan) 
Co. Ltd., Tokyo Branch, Phone 5922200 - Commerzbank (South East Asia) Ltd., Singapore, Phone 2234855 - Beijing Representative Office, Phone $004959/5003161 f 
Phone 710231/34 - Tokyo Representative Office, Phone 5922200 - Affiliated Bank: Korea International Merchant Bank, Seoul, Phone 77165. f. 






` Oriental Press Group, t 
this month, has attra te 

















x ber 300 times. the HK$254 million 
<| sought. The mammoth display of confi- 
od dence i is all the more remarkable as it 

| support of a company whose 















'es aie a the eer, | 
old Ma Ching Choi, T busi- 
~ nes manager, his boss, 2 -year-old 
.| business manager Ma Ching Fat 
.] and executive director Ma Ting 
|. Keung. who is 30. A veritable 
stable of whizz-kids? Not exactly. 
“Undisclosed in the offer docu- | 
mentisacostelementoutofallpro- | 
portion to that incurred by Orien- | 








tal's counterparts in publishing and E rom 


indeed in most businesses o 
ing in the domestic market. That is 
telecommunications, largely be- 
tween -Hongkong and Taiwan, 


rat- | RES, 


from where the older guard presides | 


over the direction and even day-to-day 
management of the publishing empire. 
Why the long-distance management 


style? It all has something to do with a- 


gentleman rejoicing in the moniker 


|: “White Powder” } 


unusual international transport modes 


of a Mercedes Benz trunk and a 
cigarette boat and later resurfaced in 


Taiwan. As response to Oriental's pub- 
lic offer illustrates, yet another Hong- 
kong company has successfully proved 
its flexibility under adversity. 
.| Diversification from pharmaceuti- 
j| cals to newspapers in so successful a 













.| preneurial talent. Not to mention the 
|] positive spin-off for Hongkong Tele- 
«| phone Co.'sinternational direct-dialing 
-] service. — . 

e ORIENTAL i is in distinguished. com- 
; pany. Other groups whose ownership 
history. lists “commodity” traders 
TEER their founders include some of 
Hongkong's most exalted names. In- 





Pacific enjoys better relations with 
China than Jardine Matheson (JM), a re- 
flection df the latter’s role in the trade of 
-opium to the mainland during the last 
|. century, where Swire, through luck or 

design, managed ‘to keep itself free of 
T any such taint. 


JM has long since completed its 


i transition to respectability, t ough the 
| group does tend to cling to some of its 





gon, 


age of management is barely 









ul ha, ‘who left Hong- 
| kong some years ago. in the somewhat 


manner has the mark of true entre- | 


deed, word has it that even today Swire | 


ine man spreads markat magit f 


| € A PUBLIC óttec 13 ‘Hongkong’ s 
listed later. 


buccaneering notions. Repelled in its 
attempt to board the B-share bandwa- 
ardines has now placed 30 million 
new shares with its subsidiary, Jardine 


E illion | Strategic Holdings (JSH). 
on) representing more 


The primary reason for i issuing new 


capital, it seems, is to increase the capi- 
tal base; which is a little like saying the 
reason we borrowed money from the- 
bank is.we needed to borrow some 
‘money. The increase by J SH of its stake 
|. in JM to nearly 30% from 26% is purely - 
ng incidental. For JM the HK$594.6 mil- | 
lion. comes at a cost highly: competitive 
CMM , but there is little n 
| market climate where shar 
As with most of these family- 


to bank financin 
logic in it for JSI 


controlled empires in Hongkong, 
the best advice is to stay well away 
from anything below the top com- 

any, for that is where the action 

appens, and coincidentally where 
| the family interests lie. Shroff is al- 
|. most tempted to call for reconsid- 
eration of JM's B-share proposal. 
At least all shareholders would 


nity. 
* tee on company-law refcrm, called 


in as a neutralising agent to the B-share 
fray when Hongkong's regulatory agen- 


cies were chasing their tails over the | 
issue, has done much to clear those | | 
| 88.5975. and the combined bull and bea 
| bond. at 99%. These were also the clos- 


murky waters. 

Recommending no change to the law 
empowering companies to issue B 
shares, the body advises agairst “indis- 
criminate" issue of dual-class capitalisa- 
tion, what with 199 
kong owners eager to sell the farm and 








buy Canada. If that is the major concern | 
— and the committee makes a strong | 
pont on the impact B-share issues may | 

ave on confidence — Jardines should | | 
|of 115. 5%, while the bear bon 
| theoretical value then was 84.6%. T 
| index moved further on 10 Au; 


be home and dry. 
The committee seems concerned 
with owners reducing their actual equity 


positions, while retaining voting con- 


trol. The Keswick family, founder of 
Jardines, is eager to establish voting 


control, but froma minority equity posi- 


tion. Jardines has already dropped its 
Bermuda bombshell, is no longer a 
Hongkong-registered company, and by 
now nobody is surprised by anytaing the 
group does. 





€ NO more has been heard, cr more | 


accurately nothing has even beer heard, 


_ from the office of the securities ee 


sioner on the apparent insider dealing i 

China Entertainment on the eve o its 
deal with the Kadoories over Hongkong 
and Shanghai Hotels. It seems the reg- 
ulatory body now classifies such investi- 
gations as “operational matters,” and 
not for discussion in public. Could it be 
that the incidence e of ins Insider ger in 





| identification of culprits ig is SO o infreqi } 
beem yarrassin 


| € BANQUE Paribas! p pioneering E 
| and Bear bonds, listed on the Stc 


| successful in the public offer, and wh 


then have had an equal opportu- | 1 
| ity, especially in the bull bonds, where 
Not that the standing commit- : 


7 looming and Hong- 


| 83.95%, but on both days the bulls | 
















































Hongkong has so proliferated 


that op aen qd sp 


change of Hongkong on 7 Aug 

i esting some interesting trad 
sibilities. The HK$1.5 billion is 
evenly between bull and bear bon 
tracted subscriptions totalling 
lion, with bull: bond applicat 
numbering bears by beue 

Understandable, Tor 
linked to the Hang Seng 











monitors create pedestrian | tr Lait 
ail over the city, that the bulls sh 
pre-eminent. y, then, are , 
bonds doggedly trading at a discour 
while the bear bonds are consistently ( 
least for the first three. trading days) 0 
offer ata premium? — 
One reason is profit-taking, by those 





were able to exit with a reasonable stay 
ging turn. Another is fear of poor liquit 


the margin for capital gains dwindles as 
the market rises. Quotes have been at 
spreads as wide as four points on the 
bull bonds., -> E 

.. On the first da of trading, the bull 
bond closed at 113%, the bear bond 


ing prices on 10 August. From a desig- 
nated base value of 3,330, struck on 21 
July and calculated as the average clos- 
ing price for the five days up to tha 
date, the bonds were due to mov 
sharply from the opening, as the index 
had by then moved to more than 3,500. 

On 7 August the cash index closed at 
3,536, implying a value for the bull bo 








pushing the theoretical bull price 
116.05% and that of the bear down 


at 113% and the bears at 88.59 
With the Hang Seng Index f 
trading at a massive premium to the spo 
market, the opportunities for arbitrag 
between the futures market and the 
Paribas bonds are real. The higher gear- 
ing on the futures requires a ratio o 
three futures contracts to 20 bonds, and 
conditions for a straddle seem ideal. B 
11 August, the bull bond was at 111%, 
implying an index of 3,477, and the spo 
futures contract was at 3. 606, represent 
ing a spread of 128 points. The betin. 
des) is that the spread will con 
either through a reduction in the: 
premium or, in this case, a narro wi 
the discount on the bond.. imm 


































































_ By Paisal Sricharatchanya in Bangkok 


group Mah Boonkrong Drying & Silo 
(MBK) was never going to be easy. But 
now, five months after a plan to re- 
schedule Baht 2.2 billion (US$88 mil- 
-lion) in debt was hammered out, major 
hareholders and creditors are still 
ocked in a bitter fight with manage- 
ment for control of the listed company. 
. Trading of MBK on the Bangkok 
stockmarket has been suspended since 
May. The restructuring plan remains 
unsigned and the company's future is far 
om certain. 

= The company, which is basically a 
commodity processing and exporting 
. group, operated profitably until it em- 
-barked on an aggressive diversification 
5 p It sank an estimated Baht 2 
‘bilhon into a huge multi-purpose com- 
“mercial complex in Bangkok — the Mah 
Boonkrong Centre — which was partly 
< opened in 1984 during a general busi- 


failed to generate adequate cash flow 
. because of difficult market conditions, 
resulting in a liquidity crisis last year 
.— which precipitated the need for debt re- 
| scheduling. | 
|]. In recent weeks, the struggle for 
management control of the group has 
‘intensified. Backed by creditors, the 
| shareholders — over 50% of which are 
| foreign institutional investors — have 
tried to wrest-control from the incum- 
| bent management after accusing it of 
| delaying signing the debt-rescheduling 
> package The institutions are led b 
> TCC Nominees which is affiliated wit 
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Baht 410.7m. 
| (US$15.8m) 







| H30 June | 


ardroom 


Fight for control of Mah Boonkrong stalls rescue plan 


"Wf he rescue of the debt-laden agribusi- - 
M ness and real-estate development . 


- ness slump and office glut. The centre- 







137 | Bahti.68b +24 
u | (US$64.6m) 


1 | ¥557.86b na. 
| (US$3.7m) ona. 
¥256.09b na. 
(US$1.7b) * (na. 
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the London brokerage and investment | 


firm T. C. Coombs. It is the biggest 
shareholder with just over 25% of 
MBK’s 7.3 million shares. 

Shareholders feel the debt package, 
which involves an eight-year repayment 
schedule, the partial sale of MBK's as- 
sets, and a capital increase through a 
partial debt-to-equity conversion and a 
share issue, is crucial to the recovery of 
the group. 

However, management, headed by 
long-time president and senator Sirichai 
Bulakul and comprising members of his 
family and associates, claimed initially 
that some of the debt-restructuring con- 
ditions were unfair. Later it insisted it 
would sign the deal once agreed revi- 
sions were put into effect. It also 
promised to relinquish control of the 
company once shareholders had made 













P1.49b 
(US$72.9m) 











_on 23 June when 
form a new board. 





| Good results due to increased ship repair 
| provedoperationalefficiency. — - | 
| Company announced a three-for-one rights issue. 
. | Company's assets grew 17% to Baht 5.64b. 


| Reduced production costs helped to cut losses. 


Operating profit plummeted to Y 1.66b from 3 14.83b of 
year ago. | | FO 



















ing the replacement of the existing 


. 44-man board was put to shareholders 


after Sirichai's group had declared the 


meeting inquorate because some of the 
credentials of the proxies were not in 
| order. | 


In late July, the Commercial Regis- 


| tration Department, which is in charge 
| of corporate registration, accepted a 
| new four-man board. It is com 
| one representative from each of the two 
| largest Thai creditors, Siam Commer- 
| cial and Thai Farmers banks; an execu- 


sed of © e 


tive of National Finance and Securities .| 
Co. (NFS), a local brokerage firm which 
is listed as MBK's fifth-largest share- 
holder, with a 4% stake, and is acting on 
behalf of foreign stockholders; and John 
Richardson, former chief executive of 
Hongkong-based Hutchison Whampoa. 
Sirichai subsequently petitioned and . 
won a court injunction prohibiting the 


Bangkok company registrar from regis- 


tering the new board. His lawyer then 


-claimed the incumbent board remained 


“legally” in control of the group. But 
sources have told the REVIEW that.a 
large part of the revenue from the com- 
mercial centre has been paid into a 
“blocked” bank account administered 
by creditors. 


O: 5 August a court dismissed a 
shareholders’ “emergency” request 
to have the injunction lifted. In a pre- 
liminary ruling, it said that the 23 June 
resolution forming a new board was in- | 
valid because the meeting at which it 
was adopted was not chaired by a com- 
pany director (as stipulated by MBK's 
articles) and was not held until more 
than one hour after the scheduled 
time (a violation of civil and revenue 
codes). | b cde ci 





volumes and im- | 


from losses of 3717b 




















ers and creditors is already 
next move. pm fs 
Sirichai used to own almost 4096 of 







is stake has be 
1%. "I built u 


that I miscalcu: 


diversifica- 

















companies a 







spe sed by his private firms. He has 
denied the charges and remains indig- 
- nant at what he considers to be unfair 
treatment by the creditors. 
~ Of the 10 conditions in the original 
debt-rescheduling plan that Sirichai 
. sought to amend, a shareholders’ meet- 
ing in April reportedly agreed to change 
four, including removing his personal 
guarantee on the repayment of the debt 
and dropping a September deadline for 
the sale of MBK's profitable silo in the 









east-coast town of Si Racha. He claims. 


the revisions have not been imple- 
mented. But he has repeated that he 
will sign the debt plan within three days 
of receiving a revised draft. 

X MBK originally owed Baht 1.4 bil- 


lion to nine banks, including three Thai - 


and six foreign, though one of the 
foreign creditors, Bank of America, is 
understood to have sold its portion of 
debt at a discount to a recently formed 
Thai firm affiliated with the brokerage 
firm NFS. The remaining Baht 800 mil- 
lion is owed to Thai and foreign institu- 
tion by about 10 other companies in 





Creditors have alleged Sirichai trans- | 


which MBK holds stakes. g 
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By Nigel Holloway in Tokyo 


| J apan's decision to remcve an aver- | tai 


age 23% tariff on imported cigaret- 
tes with effect from April of this year, 
has led to a dramatic increase in the sale 


of foreign tobacco. Imported brands’ 


share of total sales had more than dou- 


bled to 9.276 by June, burning a hole in 


the world's second-largest cigarette 


| market, worth ¥3.35 trillion (US$22.1 


billion) in 1986. Keith McCulloch, the 

resident of the US tobacco firm R. J. 
Reynold's local subsidiary, reckons the 
share held by imports may reach 12% by 


the end of next year compared with only - 


2.4% in 1985. 


Since more than 90% of the foreign 


cigarettes come from the US, each per- 
centage-point increase in import pene- 
tration cuts the US trade deficit with 
Japan by around US$65 million a year 
(after taking local taxes into account). 


| This is important because the liberalisa- 
tion of the Japanese tobacco market has. 


come to be seen as a further test of the 


tion. Under increasingly strong pres- 


sure from Washington, the Japanese 


Government whittled away the mono- 
poly powers of Japan Tobacco Inc. 
(JTI), culminating in an agreement to 
allow foreign brands to be sold in all 
250,000 retail outlets and subsequently 


| toremove all import tariffs. 


This has enabled the three main US 
tobacco companies, Philip Morris, R. J. 
Reynolds and Brown & Williamson (a 


subsidiary of BAT Industries of Bri- 
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Foreign-tobacco sales flourish in Japan _ 
those of their co 


.suading the country's retail 


| all with a Western image and inclu 
| country's good faith in opening the | 
domestic economy to foreign competi-.| illa ! 
| government-owned, thoug 
¿management is now in private hand: 


from abroad, but 80,000 influer 



















































Tapping Japanese 
Western lifestyles, and 
in particular, has mad 
job easier. But it has al 


whom are women aged . 
change their old habits of pi 
stocking only JTI cigaret 

occurred under the watchfu 
tually the sole national to 
tributor, a company in which JTI 
controlling stake and whose top e 





foreign firms currently regard: i 
sound commercial sense to employ 
services of this distributor rather tha 
setting up a rival network of their ow 
In the face of a threat that was fa 
more serious than expected, JTI ha 
launched some new brands of its ow 


one cigarette with a taste similar to 
illa. It has DN ber pn being wholl 
hough day-t 

JTI has one important disadva 

in return for being the sole do 
cigarette producer, it must buy the 
tire domestic production of tobace 
leat, Japan’s most valuable crop afte 
rice. Locally produced leaf is of indiffe 
rent quality and costs about three time: 
more than the comparable raw materia 


farmers grow the stuff. 

















ti: The market shook off ex- 
ange-rate fears and surged to yet 
nother record high on the weighted 
ice index at the end of the period. 

eavy buying pushed up prices, with 
inancial, paper, and construction mar- 
kers making the biggest gains. Trading 

lumes during the period came close 
ò the record highs of last April, aver- 
aging NT$9.68b (US$320m) a day. 


NGKONG: The - market opened 


; rong, with the Hang Seng Index hit- 


ting a record high before dipping at 
“mid-week on rumours that Cheung Kong 


planned more share placements. But 
buying enthusiasm returned and pushed 


€ index to another record. Volume 
for 4.16b shares traded. Cheung Kong 
fell 60 HK cents to HK$13.10. 


TOKYO: The market gained on 
'athering confidence of domestic eco- 

omic recovery and the view that ex- 
ternal problems over Middle East oil 
-were not as bad as were first thought to 


be. Toshiba put on ¥4 (3 US cents) to 


| -¥658. Trading was a lacklustre daily 

|-average of $589.2m shares worth 

1 X674.1m ahead of the August holi- 
days. 7 "LEE. 


MANILA: With the exchanges closed 
every Friday from 7 Aug. to enable 
"brokers ease their paperwork backlog, 
average turnover rose 12.8% to 
-P308.78m (US$15.1m), though vol 
ume declined 25% to 1.99b shares. 
Strong buying support propped up 


mining shares against a wave of profit- 
taking which developed at the close of 


the period. 


A: Soaring gold prices and 


spate of corporate plays led the mar- 
pet to record highs. Robert Holmes à 
Court's Bell group picked up 17% of 
Pioneer Concrete and 7% of Ampol 
Exploration from Larry Adler's FAI 
Insurances. Elsewhere, Northern Star 
spent A$225m (US$157.01m) to buy 
three TV stations. Some 840m shares 
worth A$1.9b were traded. g 


NEW ZEALAND: The market con- 
tinued to climb strongly in expectation 
of the re-election of the Labour gov- 


ernment on,15- Aug. Brokers expect | 
some profit-taking if Labour is re- | 
elected and an initial sell-off if the op- i 


position National Party upsets. Brier- 

. ey was up 15 NZ cents (9 US cents) 
at NZ$4.81. Volume for the period was 

65m shares, worth NZ$139.5m. | 


rose sharply to HK$11.84b (US$1.5b) | 


MARKETS in Asia chalked uy impressive gains inthe p 


Australia. Taiwan and the Philippines again led gainers 


* 


SINGAPORE: Expectations of good 
news on the economy and improved 


-half-year corporate results spurred the 


market to record heights. DBS closed 
S$1.40 (66 US cents) higher at S$17 
while GE Life added S$2. 10 to finish at 
$$22.30. The announcement of a 7.2% 
growth in the second quarter should 
push prices higher. Volume averaged 
43.8m shares a day, worth S$143.76m. 


 KUALA LUMPUR: Blue-chips and 


Singapore-based counters attracted 


. strong attention from buyers. Brokers 


said that volume would have been 


|. higher but for the large new Southern 


Bank issue which is tying up funds. 
Rothmans closed M$1.20 (47 US cents) 


| up at M$13 while UOB put on MSI 
.to M$9.25. Volume averaged 24.6m 
-. shares a day, valued at M$6t Sm. 


BANGKOK: The market staged a 


| technical correction in sluggish trad- 


ing. The entry of newly listed Sub-Sri 
Thai Warehouse and OCC on 7 Aug. 
failed to excite the market and trading 


continued to be thin. Lopg-dormant 


Sunshine headed gainers. Major los- 
ers included Sahapattanapibul. Vol- 


|| ume totalled 16.58m shares, worth 


Baht 1.99b (US$76.4m). 


BOMBAY: Equities continued their 
recovery. The rally was led by pharma- 
ceutical. counters in anticipation of 
higher new drug-price ceilings. Fer- 
tiliser stocks also perked up following 
reports of revival of monsoon weather 
in several states. Bajaj Auto touched 


| Rs 5.075 (US$387.4), up Rs 450 on the. 
| period on rumours that it would de- 
clare a one-for-one bonus issue. 


E SEOUL: After a strong start, which 


saw the composite index break 500 
for the first time, labour disputes 
over the weekend pummelled the mar- 
ket. It rebounded strongly on news that 
a strike at Hyundai Motor had been 
settled. Volume was 11.4m shares a 


| day. worth Won 114m (US$140.740) 


Mining was up 9.5% , The biggest gain- 
er was Hanshin Machine, up 35.7%. 


NEW YORK: Prices rallied sharply 


j _over the period on improved. senti- | 
ment. The Dow Jones industrial aver- | 
age rose 3% over the period though | 


volume eased 2% to 951m shares. The 
bullishness was attributed to excess 


"liquidity in the market, Transportation 


and utilities were major gainers. The 
Morgan Stanley Capital International 


: i Index eased to 466.7 poi so sug. 


eriod to 10 Aug., with the exception of Thailand and 
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ATTN: MONEY MANAGERS AND AFFLUENT PEOPLE 


OFFSHORE FUND 374% 
TWO-YEAR PRO FORMA RETURN. 


The Bahamas Superfund, Ltd. is incorporated in the Bahamas 
which maintains the tightest standards of confidentiality exceed- 
ing in our opinion the country of Switzerland. All capital is held 
with the Canadian imperial Bank of Commerce Trust Company | . 
Bahamas, Ltd. which is over 100 years old and maintains over 80 |- 
billion dollars in assets. The Bahamas Superfund, Ltd. has an ac- | 
tual 2 yr. pro forma record ending Dec. 1986 of 37496 com- | 
pounded returns achieved by actually assuming less risk then in in 
the trading of many blue chip stocks. We don't know of any fund 
ith a better performance record. The Bahamas Superfund, Ltd. | - 
| the fund that sells itself! If you qualify you may have an oppor- .| 
tunity to be a selling agent for the fund and earn in excess of 1: 

$500, 000. per year. Do you qualify? Let's find out. | 


.. Contact LORIE MEG KARLIN, V.P. 
ih sey Brokerage, New York, U. SA 











| The Review knows that the International Classified - | 
. section can maximise advertising effectiveness when used 
| consistently, and so does Mr. Simcoe of Overseas 

RR Services who: wrote the following letter to us: 
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HETLX URATTN/VANG. or . gary 29: 19° 
< FAX (212) 619-1545 or. E 
TE LEPHONE (272) 285-0166. 
ke s not. affiliated with the Vanguard Group of Investment Com- 
/ of their affiliates. This is neither an offer to sell nor a solicitation to buy. Wanager 
| shares in the Bahamas Superfund, Ltd. can only be made by offering gillary KES, classified ao 
ast performance is not necessa indicative of future results. Tntern tional, nomic Re A 
astern © easter ROS 
a X : far Gionee 
| | : tae g ; Sg, 160 
d IRGA [ international Fashion Company HONG ROS 
BUYING SERVICEIN TAIWAN based in Monte Carlo us. King: ái 
We have the knowledge, expertise and | | Principality of Monaco is looking for — awertisind 35 par Eastern 
. ube ae $ | | an exclusive distributor licensee je began BAN on o eceiveo 
1 with |_| to take over and continue the en- | since esiti da Mayr V er averte 
local makers and experience in buying | | tire U.S. market for an elite presti- | pationa’ Revie cory response | ad point ex" 
| all garments including sweaters; blou- | | gious accessories line formen and | yan satia een to co ize in sst th "T 
Ses; wipe au = Fue a | women. Otherareasinconsidera- | ments. We, See itions spi gt reget 
_ wear and formal dresses etc. Inquiries | | tion: Europe, Far East and Middle | eekly P ro find PO oe exper 
drag ess di “East. We will provide products, patriata" i dn | oe 
7f: No 698 Tun Hwa S Rd. Taipei existing clients ang expertise. — 3 x dd | 
-.Phone:7062306 Th: 15554 For info call Alain 'Sanglorgio In- 
Faw 7007504" | ternational (33.93.25.49.10) or d 
telex MCS 469870 MC or. fax 
| (33.93.25.39.79) or write to: Alain s 
fea ds io Intl, ti 20 Prnapaut |. L, Sim 
7 NS 2 ky a dum isse; rio, rincipaute 1 
TOU ETE. de Monaco. — | TET 
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For a free copy _ The Review w nat only targ u SUA) to. » the : highest 
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International Classified Manager ^ | 

Far Eastern Economic Review 

15th Floor, 80 Gloucester Road 
GPO Box 160, Ho 


Tet: 5-293123 Telex: 62497 REVAD HX Don’t wait for your compelitàt to discover the value of 


this new and unique advertising vehicle, discover it for 
ame first by contacting: 





ve hours of , hing for in- 
Onh HK$230 (US$30) for 4 quarterly 
HJ wy and = with your payment. 










Please send send hay order b he Far Eastern | e 0 oo pee : 
POE | enclose HK$230/US$30 (er its derat gh 
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Biookaide c one Nt Brisbane's major 1 re iglotiel i ing Franklins Supermarkets pius 60 spec iliy shens + Car 
centres, is strategically located 8 kms from the C.B.D. at the parking for 2984 cars with approx. 50% undercover € Site 
core of an established and prosperous residential Sector The area of 11.6 hectares (28.7 acres) with potential for further 


Centre: opened in 1971 and was further extended and expansion and development € Approximate current net 
upgraded in 1979 and 1986. income of apprcximately $3.72 million p.a. with projected 
e 41,364m* of retail and office space € Myer Department increase by August 1988 to approximately $3.95 million. 


Store, Jae Discount POUPE Store, Woolworths and "Tenders close 5pm., Friday 16th C October, 1987. 


Contact the Joint Selling Agents. 






|. Contact Sam Buchanan 


123 Eagle Street, Brisbane, Qld. Aust. 307 Quen Street, robes ( Qld. ; Aust. 





Phone 61-7-833 9833 | Phone 61-7-2 
Fax: 61-7-832-1326 : 


Fax: 617.229 9734 ae O Oeliydi d 










APPOINTMENT 
Hampton & Sons, the leading UK Estate Agents can assist you. to bos sell, kx 
manage and arrange finance for your UK house or flat. E 

Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 

" PROPERTIES LIMITED Bampton k Sons 

PACH, 


Prd floor Two Exchange Square. Hong Kong 6 Adlington Street, Lanion SWIA TRB Telex: 25343 















ECONOMIST, ASIA/PACIFIC. 


A leading US investment bank and financial services cor ii par 
is on the lookout for an economist to be based in their Sine apore 
office, but whose responsibilities will be region-wide. $ 9ecitic - 
responsibilities will include writing and producing regular | e 
ports on the key economies of the region, doing oral presenta 
tions for clients, and providing inputs to other divisions withi 
the firm as and when needed. The ideal candidate would have 
® agood degreei in economics rom a well-known - AN 
university; | . 
€ 3-5years experience. asa macro-economist working 
_on Asian economies either in a banking environment 
or with a consultancy firm; | | 
€ a fluent ability to read and understand: at least one 
major Asian language, preferably Mandarin; 
€ excellent written and oral skiis in English; — . 
€ basic knowledge of computers, word-processors; 
€ lived and worked in Asia for some length of time, and 
probably be aged between 25-30 years. 


Gross compensation, which willbe commensurate with experi- E! 
ence, is likely to be in the range of US$35-40,000 per annum. 

interested candidates should send full details to: Vice-Presi- 
dent, Economic Research, P.O. Box 134, Maxtvell Road 
Post Office, Singapore 9002. 









ESTATE SALE — 
HAWAI BEACH FRONT 
2 bedroom, 2 bath house located in 
Lahaina, Maui, ground lease 30 years to 
3-31-2017. Price $323,500.00. Contact: 


AUSTRALIA 

| Superb display homes in every capital 

liciy. House and Land packages for all 
tastes and budgets. 


NEW YORK 


$ | Experience an incomparable blend of | 
eomton and excellence. Fully managed 
apartments at Central Park. 


FLORIDA 


HH Superior. apartments. An ideal environ- 
l ent tor luxurious ides at Palm Beach. 











Forrest E. Beail, Executor 
1515 Seattle Tower 
Seattle, WA 98101 — USA 
Tel. USA (206)624-2070 























COURSES 























x haven, the new ‘SOL SKI 
pment has. fully serviced apart 
.j ments which combine sun, skiing and the 
| use f sports and social amerities. 


PHUKET 


| This iayli ic island, growing in popularity is 
| cipe" for investment. Properties always 
available. 


























DEGREE CC COURSES 


Bachelor and Master of Business 
Administration. courses. Also Doctorate 
(PhD) programme. Private non-traditional 
unaccredited University offers external 
part-time home-study courses personally. 
tutored by British University acadernics. 
Enquiries regarding other subjects 
welcomed, 


Neil Gibson & Company, 
Dept. FER, F.O. Box 28, 
Douglas, Isle of Man, UK. 



























. 
| For further information on these and 
many other properties call INTER- 
SEARCH now on(Hong Kong)5- 295623. 
Fax 5-8656523. e 

| 1608. Admiralty Centre, Tower 2, 























€ The lüissmational Classified Section... — . 

the most effective medium we have used to date - 
—PennySnowball ^^ : 

| INTERSEARCH. Ln : 
































ount Yasur rumbles continually in 
Wi the background, with an occasional 
roar belching out of the earth’s innards 
he pall of dark.and gaseous cloud from 
which this seaside village takes its name. 
<- And beneath the seething red lava of 
- Yasur's crater, Chief Tom Meles says, 
lives John Frum. From there, leading 





Frum will one day march to bring "free- 
dom and all things they have ever 
wanted" to the people of Tanna and 
: neighbouring islands. o T hg 
| e John Frum Custom Movement 


* 


go cult, nearly a half century in exis- 












































years. All have been entwined with the 
coming of Europeansto these South Sea 
isles, and particularly with their inhabit- 





) control or appropriate — the White 
n's material wealth and power. 
-Tanna, one of Vanuatu's south- 
'rnmost islands, was visited by Captain 
James Cook in 1774. In his wake came 
whalers and sandlewood traders, and 
after 80 years three Samoan missionaries 
landed by the London Mission Society. 
— So began Tanna’s odyssey towards 
Christianity. It was a rough and some- 
times bloody transition, marked by 
. massacres of traders and British naval 
“bombardments. Nonetheless, by 1940 
the combination of missionary zeal and 
‘imperial might saw most the island's 


of the Presbyterian church. 
> Preaching fire and brimstone, the 
: Presbyterians undertook a “civilising” 


times practised cannibalism, They man- 
aged to quash the eating of slain 
enemies, and with their own police en- 
forced a prohibition of certain other 
‘unchristian habits." i | 

. John Frum arrived in Tanna to 
change all that. 


and bring any things people need and 
take care of your custom'," explains 
Bsac Tanimoly, 48-year-old son of one 
of the movement's founders, and now 
second in command to Chief Tom. 
"America will come here and give 
you freedom and anythin g you want'," 
"Tanimoly recounts John Frum's words 
to his father, "And then T will come out 
and every man will see me'." He adds 
that though only a few chiefs have yet to 






longblonde hair), there is no doubt that 
he is to: come, “But he didn't say just 
when." 8 c € 

. The John Frum Movement began as 
a reaction to Western influence, and is 
still evolving in an amalgem of tradi- 











realities. Many details of the move- 





his legions “of millions and millions," |. 
and with American assistance, John | 


s believed the world's longest-lasting | 


nce. One missionary-scholar lists 186 
such cults in Melanesia over the past 100... 


nts' efforts to come to grips with — and | 


- peopie counted among the obedient 
floc 


~ mission among people who still some- 


“He said, ‘America will come here 


see John Frum (a tall White man with 


tional and newly introduced beliefs and ' 





me in the newly rebuilt John Frum 





those recorded by past visitors. But 















ance seems as strong still as when one 


waited | an FT 
plied: “If you can wait 2,000 years for 
| Jesus Christ an’ 'e no come, then I can 
wait more than 19 years for John." | 

The John Frum Movement and its 
various splinter groups are reckoned 
| to muster about half Tanna's roughly 
25,000 people. Since dissociating them- 
selves from the trappings of church and 
state nearly 50 years ago, only very re- 













sending their children to school. Many 
are willing to attend government clinics, 
if ‘custom’ medicine fails to produce re- 
sults. ? 

They also accept other assistance. 
. After Cyclone Uma ravaged Tanna’s 
' east coast in February, emergency relief 
from overseas quickly arrived. Tents 
-emblazoned with an image of a strong 


among aid to reach Sulpher Bay. The 
clasped hands, John Frum followers 


more extensive assistance. 


he Presbyterians shake their heads 


goers’ promisetl rewards are, usually of 
the pie-in-the-sky-when-you-die varie- 
+ 





headquarters at Sulpher Bay differ from - 
faith in John Frum's eventual appear- - 


follower, asked by David Attenborough 
in 1959 whether he had not already . 
ed a long. time for John Frum, re- 


.. Y, R. LANSNER 


Cult leaders (lett) Issac Tanimoly and Tom Meles. | 


cently have some John Frummers begun | 


black hand firmly shaking a strong white. 
hand and the words “Gift from the Peo- | 
ple of the United States of America” are 


say, are of two men the same age, being |. 
those of Chief Tom Meles and Ronald > 

Reagan to whom they hope I can convey |: 
an urgent request for further and much " 


V and shrug at such tales: "These peo- 
le are dreaming all the time," sighs the 
ocal schoolmaster. And though church- 








ment'sorigins and philosophy relatedto | 





















.ty, after Cyclone Uma, they did not do 
too badly in the cargo department, 
themselves. The Australian Presbyte- 
rian Church sent men and material to 
reconstruct damaged churches and par- 
sonages; at Sulpher Bay, the John 
. Frummers had to rebuild their head- 
quarters ali on their own. " 
When the thatched-roofed structure. 
officially opened on 19 June, it wastoa | 
 day-long Mr. of speeches which 
continued with feasting and dancing far 
into the night. i 
It is an example of what a foreign-aid 
worker describes as "a very high level of 
spiritual energy here on Tanna. All you 
have to do,” he adds, "is tap it.” i 
Roman Catholics, Seventh Day Ad- 
ventists, Methodists and Bahai now 
compete with Presbyterians, John 
Frummers, and small remnants of tradi- 
tional custom in Tanna's spiritual mar- 
ketplace. Numerous other cults have 
bloomed and whithered; several vib 
lages still revere Britain’s Prince Phillip 
as the man who will one day bring them. . 
the cargo of their dreams. | 
' “Many of us left our custom to join 
the church, but when our children who 
have.no custom leave the church, they 
have nothing,” worries Chief Semu Yeti 
of White Sands village; near Sulpher 
Bay, “some drink kava all day long, 
some young girls get pregnant. The 
youth are getting immoral.” ` 
. Changes in government and society 
are still being grappled with on Tanna. 
In some quarters the John Frum move- 
ment is seen as subversive. Its leaders 
were jailed in the colonial era, and it 
was used by French agents to forment 
rebeilion in a bid to block Vanuatu's in- 
dependence in 1980. — 
|. That effort collapsed in the fiasco of 
‘the coconut war.’ The John Frummers 
are now most unlikely to raise arms 
against the government, but remain an 
"administrative headache in their reluc- 
-tance to be dragged into the modern 
world. They are a political thorn as well: 
since recently deciding to join electoral 
politics, they have voted solidly against 
i thegovernment. —. 
>  A-particularly forceful eruption from 
Mt Yasur breaks in on Chief Tom 
Meles’ exposition of John Frum’s many 
extraordinary qualities (he can speak, 
every language, he can chahge from 
man to beast . . .) and he gazes for a mo- 
ment in the volcano's direction before 
speaking again. m 
. "lam getting to be an old man,” he 
shakes his wizened gray head, “please | 
tell the Americans they must come 


soon." Tom Lansner 
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zra San Petro in Rome 


More than a holiday, it's a celebration of hife. 


If you love things Italian wait until you've tasted Michelangelo’s ‘David’ in Florence; sit where 
them in Italy. There’s so much more to love Roman Emperors sat in ancient Rome; point you in 
and life. The fashion, the food, the wines, the music, the direction of the most elegant boutiques. We'll also 
the scenery, the architecture, the works of art .... give you more direct flights to Rome and help you 
it’s more than a holiday, it’s a celebration of life itself. plan the best money-saving ‘Intermezzo Italia’ tours. E : 
. But don't just come to Italy. Come to This year, come to Italy with Alitalia J 
Alitalia’s Italy. We can show you Romeo and Juliet’s and celebrate life Italian style. For information, 
balcony in Verona; let you sigh on the see your travel agent or Alitalia for our free , 
* Bridge of Sighs in Venice; gaze in awe at ‘Intermezzo Italia’ brochure. ° 


Alitalia 


The airline of Italy | » 
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Demand for the 12-MHz 

COMPAQ DESKPRO 286 

has nearly doubled since 
the PS/2 introduction. 














COMPAQ PORTABLE IH is the 
most powerful full-function portable there is. 













The COMPAQ 
DESKPRO 386 
sets the standard for high-performance, 

advanced-technology desktap computing. 
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Y n spite of the clamor sur- 
rounding the new IBM* PS/2 
M personal computers, people 
- Me who really know PC's know 
wc COMPAQ: ber dE 









MILLISECONDS 


D qe compatibility. incorporate developing technolog ; 
«C | and take advantage of the lates 
.. COMPAQ per- COMBO : ien g : d 

. Sonal computers DESKPRÓ COMPAQ oy technology in a way that's ful y 

| prove superior irs nad BM PS2 Earn higher compatible with the hardware, 
S" in overall ae ea returns on your software and add-ons you already 
pus performance. COMPAQ fixed disk drives access data investment own. So Compaq protects your 

Take speed, up to 24/2 times faster than PS/2 drives. investment. 


for example. The 

COMPAO DESKPRO 286’ runs 
yotir software up to 20% faster 
than its PS/2™ counterpart. And, 
the COMPAQ DESKPRO 386™ sets 
all records for speed in advanced- 
technology, industry-standard per- 
sonal computers. 


Better by design 














.. Consider flexibility. Compaq offers 
51/4" diskette drives, and allows 
you to add 31" drives. All COMPAQ 
desktops accept up to four different 
Storage devices. 

"Examine compatibility. We let 
you use all the industry- -standard 
software and expansion boards 
that you already own. 

Look at expandability. Our 

: Xndostrscetandard slots enable you 



































As for the future, all 80286- a an 
80386-powered COMPAQ perso 
computers will run the new M! 
OS/2 operating system, allowi g 
you to directly access up to 16 mer 
bytes of memory. And they'll run 
all the applications developed fo: 
OS/2™. Again, much faster. | 


to add many extra functions. So 
you can configure your system 
exactly the way you want it. 
Finally, compare portability. You 

can't. The 12-MHz 80285-based 
COMPAQ PORTABLE IH™ is the 
undisputed leader. It offers the 
performance of a 





desktop with- 
out any of the , TC 
compromises | We don't burn bridges, 
you'll find in we build them 
other portables. E 
Compaq ap- We measure advances by our abil- 


:ty to push technology forward, 
without leaving you behind. 
COMPAQ computers let you 


technology with- 
out sacrificing 


These are all reasons why recent 
surveys show COMPAQ owners are 
the most satisfied PC users. 


Businesses world- 
wide have over $80 billion invested 
in the current PC standard. 

Compaq designs its computers 
to protect your investment. And 
because they do more, they also 
maximize it. 


Hong Kong, Microware U.S.A. Limited, 
Tel. no.: 471289, Tlx. no.: 89586, 
indonesia, Emkon, T agir 
Tel. no.: 361343, Thx. no.: 63651. 
Malaysia, Microcomputer Centre, Kuala Lumpur 
Tel. no.: 7188332, Tix. no.: 37830. 
Pakistan, Computer Graphics and 
Systems, Lahore 
Tel. no.: 871546, Tix. no.: 44783. 


plies innovative 








E People's Republic of China, 
Two way i ComputerLand China/Minzu Hotel 
shi Tel. no. 568541 ext. 2957/2958 — 
compatibility Tix. no. 22848 l 


People's Republic of China 
Eekon —Hong Kong 
Tel. no. 714028 
Tix. no. 76626 NN. 
Philippines, Datronics, Manila, 
Tel. no.: 818-2703, Tix. no.: 23232. 
Singapore, Computer Industries Ltd, 
TeL no.: 225836, Tix. no.: 22907. 
Thailand, Olympia Thai, Bangkok, 
Tel. no.: 2340770, Tix. no.: 20191. 


IBM, OS/2 and PS/2 are trademarks of | 
International Business Machines Corpora- 
tion. MS OS/2 is a product of Microsoft. . 
Corporation. i 
©1987 Compaq Computer Corporation. 
All rights reserved. 


The new 
MS OS/2 operat- 
* ing system will run on 
all 80286- end 80386-base 
COMPAQ personal computers. 


Compaq com- 
patibility and 
connectivity are 
legendary. Our 
personal computers run 

thousands of programs, without 
modification, far faster than other 
computers. And they work with all 
the other compatible computers in 
your office, without time- 
consuming diskette conversions. 
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THE FINEST ACHIEVEMENT ii 
IN .MICRO-MECHANICAL WATCHMAKING 
COULD ONLY BE SIGNED AUDEMARS PIGUET. 


Extra-thin automatic wristwatch with tourbillon mechanism total height: 4,80 mm, platinum iridium rotor, 18 ct. gold dial 


The Tourbillon, one 
of the most sophisticated 
and technically advanced 
mechanisms ever invent- 
ed, has made a small 
number of pocket watches 
tick for nearly 200 years. It 
is based on a marvellously 
ingenious idea — instead 
of being placed separately, 
wheel, lever and balance 
are together in an extre- 
mely light mobile cage 
which, thus, counters the 
effects of gravity and 
ensures a high degree 
of precision. It became a 
test of technical expertise 
for master-watchmakers. 
Completion of a Tourbil- 
lon movement assured a 
lifetime of respect and 
admiration for its crafts- 


Today, for the first 
time in history, Audemars 
Piguet has adapted the 
Tourbillon mechanism to 
fit into an extra-thin 
automatic wristwatch. By 


calling upon the skill of 


the finest Swiss techni- 
cians, they have created a 
masterpiece to delight the 
true connoisseur. 

Naturally, only a few 
numbered and already re- 
served pieces can leave the 
workshop at Le Brassus 
every year. 

All that this exceptio- 
nal piece needed was a 
design worthy of it. In 


accepting the challenge, 


the Audemars Piguet desi- 
gners were inspired by 


£o 


and the influence of art. 
Akhenaton and Nefertiti 
offering to the sungod Ra, 
to receive in return, the 
gift of life. 





Egyptian motif engraved tn the stone. 


AP 





Audemars Piguet, - 


scene that symbolizes the 


: man.e birth of time, the eternal La plus prestigteuse des signatures. 
o 
< | d Service Centre: BANGKOK: Trio impor * Te. 25303 60. HONG-KONG: D: K) Ltd., Tel. 3- 
JAKARTA: Panty ja Niaga, lel. 344 KUALA LUMPUR: ilvaroyal (Pte 157 SEOUL: nasan Tradina 
lel 777-3841 | 


|! SINGAPORE: al (Pte) Ltd., Tel. 33793. > TAIPEI: lemars*P wroem, Te 


TOKYO: CSU par td Tel, 562.12.7 ` SYDNEY: [ frenis D 
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byFarEasternEco- | 
overs, nc. SBW. -| 


politicians and their financ 


S. Kamaluddin | f. 
"Sa ae) Frances Williams /Geneva] 


| adopted a 
| citizens. Today, the Malaysian printed 


{USPS 914-880) is pub- ; media, particularly some weeklies and 





Seat 


More scepticism please 


| Your story on Tokyo Bav, Fulfilling the 
future (30 July] has nothing but praise | 
. Kuala Lumpur | 
bay into real estate. While most of the | — 
.. 1980s rediscovering the virtues of free | Crossed wires? 
| In your issue of 30 July yor 
| was replaced as chief 
| Amalgamated Wirele: 
on the 13 July. 


for government-led projects to turn the 
rest of the world has been spending the 


enterprise, Japan still seems to be sing- 
ing the praises of big government and 
massive public-sector spending. Your 
Tokyo correspondent 
demonstrates not the least bit of scepti- 
cism. 





The justification for Japan' s national 4. 
and local governments' current version | 
| of. pork-barrel boondoggling is “ex-- 
| panding domestic demanc” to alleviate - 
| the country’s trade surplus. ‘Rather than 
spend more of the public's money on | 
huge. white elephants and directing the | 


Question of interest. 


In reference to your comments o 


efforts of private enterprise, govern- 
ment would be better acvised to cut 
taxes and let the private sector lead 
Japan'seconomicdevelopment. ^ — 


The people themselves can solve. 
Japan's trade surplus problem. much | 
id central | terpart the Korea Fund, ds 






better than urban planners anc 
government bureaucrats 





ersin the construction industry. 
Another aspect of the development 
plans that was ignored by Smith is their 


environmental impact. Is scraping the 


top off much of Chiba prefecture and 
dumping it in the bay really an attractive 
proposal for Japan's future? The fact 
that Japan is a crowded country means 
that its natural resources are all the 
more precious. 





Derek Davies' remarks [TRAVELLER'S 


| TALES, 16 July] has unfairly contrasted 


Datuk Seri Mahathir Mohamad's ad- 
ministration with that of his predecess- 
ors. Davies' allegation that the present 
administration is less open ard tolerant 


is totally baseless and untrue. 


Perhaps Davies could back his asser- 
tion by telling readers how many people 
have been arrested under the Internal 
Security Act (ISA) for opposing the 


| government since Mahathir took over 
this | 


the administration. Compare 
number with those arrested during his 


predecessors’ time. In addition, if he. 
were to check the records, many ISA 


detainees detained during the previous 
administration have been relzased. by 


"Mahathir. 


The present government has always 
liberal attitude towards its 


The Star, carry more reports and arti- 


cles critical of the governmen: and its | 
Evangelical Fellowship a ag 


policies. The Ministry of Home Affairs 


has: also. issued more printing permits 





| these go to sr that we are 


charles Smith- 


his capacity as AWA chair! 
nounced on 13 July his own 

as chief executive by Peter 
who takes up the new post of mana 
director on 31 August. — s die 


l support- | 


| fund s money, the fünd managers fours 


| sions for Christ" recorded by Singapo 
- Youth for Christ (one of qur men 
| not ne ue urai ag: 










open and tolerant towards. 
than before. . 


























This is wrong 
chief executive of AWA. 
Sydney J. A. 


e Hah McDonald replies: H 







































Korea-Europe Fund [SHROFF 6 
it is true that the fund, like its L 





place 80% of the purchase. 20! 
transaction in the broker's : 
the custodian. However, it is no 
that the interest is split betwe n th 
local broker and the fund. In 
tially credited to the broker who is ob 
liged to pass this in full over to the 

In Odone your article : e 


Da 


that most brokers backed away fr 
he agreement." In the first instance 
there was no dep duds as des de 





ing angers Muslims [2 July]. you 
Bap dig cites me as the ( 


Fellowship: “Over the past ive ye 
the churches’ of the Evangelica 
lowship together gained about 500 
verts a year. In 1986 alone, how 
2,300 conversions were recorded. 
in the first three months of 1987 . 
1,400 people signed ‘decision cards, 
signing a desire to join a church 
ese figures actually refer to “de 














Christianis not? to pursue con 




















ell píast plies) believ 
that the gospel of Christ js for all people. 
We also affirm that this gospel.must be 
‘shared with deep respe: 
and sensitivities of every, person. We 
ontinually encourage, our members to 
ractise "friendship evangelism," espe- 
ially in the context of our pluralistic so- 
PA 

From our experience, and in our 
udgment, we do not think that such 
gelistic concerns and methods will 
our churches into conflict with our 
ernment. We highly prize the free- 
of worship which all religions enjoy 
ingapore: we will continue to use 











Your fogtnote to my letter [13 Aug.] did 
Xt explain how Tsui Hon Kwong s let- 
er from Hongkong acquired its spuri- 
Ous Singapore dateline. Should you not 
explain so that your readers can be as- 
- sured that this lapse was only an isolated 
editorial oversight? Gan Kim Yong 
Er. l . Press Secretary to the 
Minister for Trade and Industry 

















> The REVIEW replied tọ Mr Gan": s let- 
ter on 10 August, as follows: 





ter of 8 August. The original of Tsui Hon 
_ Kwong's letter did carry a Hongkong not 











-iion was due to an error in processing by 
- us. 1 am sorry if this.was not clear in our 
note in this week's issue. Philip Bowring 







our letter of 10 August [reproduced 
bove] offers a new explanation of how 
sui Hon Kwong's letter from Hong- 
kong acquired a spurious Singapore ad- 
dress. You now state "Tsui's letter did 
rry a Hongkong not a Singapore ad- 
dress. The wrong attribution due to an 
egor in processing by us." But your ear- 






at 





the correction to Tsui Hon Kwong, who 
you said wrote on 4 August. *to inform 
us that in fact he did: write his letter from 
ongkong and not | 
printed." V 
readers that it was the REVIEW's error? 

_ Your readers must now have serious 














the letters you publish, especially when 


= addresses. I rg "quest | 
exchange, of letters, together with any 
g Tariner clarification on your part. 





ct for the needs 


| freedom responsibly (as Scripture . 
ins — I Peter 2 : 13-17), and we will - 


Dear Mr Gan, thank you for your let- 


_a Singapore address. The wrong attribu- 


(Acting Editor) . 


lier note [LETTERS, 13 Aug.] attributed - 


Singapore as | 
‘hy did you not then inform - 


reservations about the authenticity of | 
they are anonymous and with Singapore . 


you to publish our: 


. . Gan Kim Yong — 
n Press Secretary to the | 
' inister for trade and ery 





i Pardon à me dor adding t to the "clutter," 


there are now not one but two (Mr.Gan 


government spokesmen who. seem to 
spend their time responding ostrich-like 
to letters from concerned and ap- 










fire you have an MP (Aline Wong) ex- 
pressing shock and surprise at a forth- 
right comment on the prime minister, a 
man who isa legend i in his own time but 
not a demi-god. | 

One notes: with despair the disgust- 
ing behaviour meted out to oppo osition 
MP's, including orchestrated laughter 
and snig lers. from the serried. n s of 
the People's Action Party rank and file, 























































donyms. | | 


rite regar ling Gan k Kim Yong sletter 
Fight : on Singapore [6 Aug.]. I have no 







tralian academics whose letter Gan re- 


used by him. 

Gan writes that the "signatories ask 
for independent . . . dismissing the ad- 
missions . 
cent Cheng appeared on TV “admit- 
ting" to what I would claim, are the 
Singapore. Government's allegations 
against the detainees. However, I con- 
tinue to be unaware of. the . cir- 
cumstances under which Cheng. made 
his "admissions." | 


| of others detained on 21 May and 20 
June, to prove its allegations that Cheng 
et al were involved in a “Marxist conspi- 
racy to subvert . " However, it is 
documented (in Amnesty International 
reports) that inpr MAN in Singa- 
pore are physically severe and 
psychologically damage. | 

~ After a recent. Amnesty Interna- 
tional fact-finding mission to Singa- 
pore, it added that "its concerns about 
the confession and interrogation proce- 
dures remained 


will continue to be dismissed. 

The burden of proof that Cheng et al 
were involved in an illegal activity still 
falls on the Singapore Government. 

Cheng's "admission" (and those of the 


Other detainees) cannot be accepted. 
until the circumstances in which admis- . 








| cepted as * 
as ‘Croak,’ [LETTERS, 13 Aug.] sneer- 
ingly terms it. but I find it amazing that | 


having joined the redoubtable Mr Fu) - 


can Radio." 
suggesting th 


prehensive Singaporeans. To add fuel to © 


| and with fear. the atavistic zeal al dipplayad : 


ter 13 Aun. "what BPCO PA we 
have but to sadly hide behind pseu- | 


wish to reply on behalf of the eight-Aus- - ci 
to the dietarv habits of 
sponded to. Rather I am compelled, by . 
his letter, to highlight a misleading point | 


UR may be a fact that Vin- 


these 


The Singapore Government con- 
| tinues to use this "admission" and those 


The most current. example is the Sri 


" (Amnesty Interna- | 
| tional: Regional: News Item dated 26- 
June.) There is a high likelihood that : 
any “admissions/confessions” may have. 
been extracted under duress and as such | 


















are sufficient. penalty then the Singa 
pore Government should charge the de- 
tainees and bring them to trial. Other- 
wise release them. a 
I am uncertain agg tl 




















Prope. that. Gan is not |. 
! by the fact that the ac- | 

tions were ported (rather than “publi- 
cised") by Vatican Radio, the Vatican: 
sanctioned the report, accepts the arch- ` 
bishop's actions and as such accepts the 
authenticity of the Singapore Govern- 





 ment's “facts.” 


ics 


Tam Lai Yin 








i Robert. T oe [LETTERS, 20 Aug. I? m E 


would prefer to delete all references to | - 
the race of Sin gaporean citizens on thei {> 

ntity cards, and presumably on alof-.i 
y rds.. This can easil i5 pe done. 









tates will no. Mager: be. Rau and. l 
facilities for mosques, temples, food 
and market stalls, etc. can no longer be. 
planned. National food stockpile for 
cies will no longer be tailored 
ifferent races. 
The privilege of free education, which |} 
Malay citizens enjoy throughout our 
school and university system, will have 
‘iminals at large, wanted for 
pe or murder, will be described simply 
as “Singaporeans” in police metitts to 








the publics which:in Craiu's view wottid 





be sufficient to identify them. 

No doubt Craiu, far from feeling that 
consequences. are “vaguely 
threatening i in some subtle indefinable 
way, would consider them helpful “in 
the effort to forge. a homogeneous Sin- . 
gaporcan identity.” Mrs Tisa Ng 
| for Public Relations Officer 

Ministry Comey DONORER 


OOC neighbours 

Our world is full of racial persecution | 

and discrimination, human-rights viola- | 
tions, rebellions and the like. There are |. 
very few solutions to them. a 
J However, some solutions do exist. - 








Lanka peace settlement in which its . 
nei; hbour India played 1 ediator. 

ailand is also in the right $ du 
where it can play the Good Samaritanto | 







its western neighbour, Burma, where | _ 






the 40-year civil war and economic di 
ficulties have caused it to apply to the 
UN for the least-developed country 
status. This is especially so at this time 
given that army commander Gen. 
Chaovalit. described Thai-Burmese We- - 
lations as having “reached the peak” of 

asec te and ioa od P oui 











Fi arkaste n 







ge wave of strikes sweeping South Kcreahas crip- 
Xd hundreds of enterprises and is estimated to have 
Ye country US$220 million in lost production and ex- | . 
4 pes. The labour unrest started not long after Prasident | s A EES 
; Chi glare on 1 July demands for a ue ae c m VON PRETEREA | 
| electidy later this year. Seoul correspondent Mark Clifford | "ew semana ERE: 
= Tr | oxemir BS the labour phenomenon and its background Of | acs V eem n 
qiu x M low wages, long working hours and the virtual suppression inda : Adrift in flood and drought 
|. of free trade unions which made the upsurge of demands | cov: story: Labour strikes out — € 
H almost inevitable in the new liberalised atmosphere. Serin and violetice have marked the . 


418. Cover RUNENE by Hyungwon Kang. 































































w Zealand goes into its. second: E ormer prime minister Kakuei: fanaka_ | Thalland: Shaking 
years of life under Prime Minis- | has faded from the political scene, Dut | Jawan: rr tan 

..| ter Lange, with the. promise. of more | the legacy o ofh his arara of the Fore Of |^. inten 

c reforms | in store. pud | : est Jingers. 1| 
Rasen foreig wet inisters stiffen their | 
stand on negotiating t the Cambodia 
issue. 4d discovery of large new deposits. 


Traditionally, ‘education v was ; the « es- f investors hope the Sri Lankan peace 
cape route from pover rty, but now Ma- | pact may help revive the island's war- | g 
laysia is facing the. problem. of un- | ravaged Sono and tourist indus- E 
| employed. and disappointed univer- try. 
sity graduates, some of whom are | Page 46 
forced back. to farming! or running india. n d move tal sd ui teen Big| i 


dg o stalls. | Bang, links five of its far-flung bourses | ` 

Page 13 13 | with an electronic Share- price data n 
Severe droughts in north and central m . | 

India have increased political Strains |. 

on. Prime Minister Gandhi's govern- |. 

.| ment, already facing opposition. at- 

cu ated over alleged corruption in arms : 

=I deals 5 i 


Page 23 





Papua New Guinea is poised to cash | 
. in on an oil and gold bonanza after | | 2 h 

























A Bank of China sinade: and ji E vesior EM e 

France's Société Générale acquire | gi M 
| stakes in Hongkong's Bank of East -> Wiha ti Sle kore Blends Z 
-| Asia, a recent target - of takeover | Where to put your money: Stili roomat 


anu | ete ia lift-off for airline stocks | 


| — | — Rebithon ean pida 
india’ s | bargain-price space program- | | Enter, d vew. 

me is making steady progress to- |. 

. wards its goal of self-reliance despite | Admit 

 somedramaticsetbacks. . Í 































| | t. The o Quality ot aatia RO trained - 
| Pages 58-64 . - | Budgets: Lining up for takeottin Manila __ 
(de a As Asia's stockmarkets continue their il eus the hase ine at Dachi 
lim. | record-breaking run, Where To Put | fee 
- | Your Money looks at Tokyo’s risks, | Rü 

| Taiwan's closed doors, China’s ‘red | ey 
| chips’ and an opportunity for high- i Brie 

| fliers — airline stocks. | intelli 













| Page67 | | Guest Travellers Tales — 
e The Aquino TEE is planningto | The Sth Column. 
boost capital spending on economic edm 
development and social services inits ; Economic Monitor. apa 


.1988 budget. 

















faster sv peti the | emer- 
gencec of more political parties. 






| Page 69 

Japan’s Dai-ichi Kangyo, the world’s 3 a gr ce 
biggest bank, is incréasing its ppm | o ee 1 
| base with a Y 28 billion issue. p 





































































ered the country's Commis- 
m on Elections (Comelec) to 
lam former | defence 
ister Juan Ponce Enrile the 


reconstituted senate, 
ending three months of 
mposition of the upper 
use, The court's 12:1. deci- 
. on 12 August brought the 
aber of opposition. mem- 
in the senate to two, end- 


^who had trailed in 25th 
,toseek a recount. Enrile 
eat (REVIEW, 6 Aug.). He call- 


Iwark of liberty i in our coun- 


the Philippines and Taiwan 
Since the start of President 


has angered China, upset over 
~avvisit by Vice-President Sal- 
vador Laurel to Taipei and a 


tion being referred 
Aquino’s office as representing 


ila accepted the “One China” 


| 1975. On 14 August Aquino 





committed by somebody in the 
office of the press secretary." © 


| equate a "final offer" from 
International ^ Olympic 


share of the 1988 summer 
Olympics to be staged in Seoul, 
it says itis prepared to accept 
rather than the eight. Sports 
riginally «demanded... The 


sports. — table tennis and 
rchery — the women's vol- 
. leyball and parts of the cycling 
and football competitions. 


fc events. 


ee months after the H May | 
Philippine congressional elec- . 


ions, the Supreme Court or- | further 


Pvongyang's demands. South 


and last member of the 


rtainty about the final | TUNK 
‘court of sultans 


claimed. an attempt by 
nelec to deny him a senate ` 


2s Clad i 


Increasing contacts "between 


Corazon Aquino's government 


visiting Taiwan trade delega-. 
to by 


the "Republic of China." Man- 


“policy when it resumed dip- 
omatic relations with Peking © 


herself apologised for an "error 


— James Clad | 


th Korea Los rejected asin- | 


Committee (IOC) for a limited || 


s. latest-offer- made on. 15 " 
vould give Pyongyang two || 


| pictured above. 
d-din The winds of change 


North Korea now says it wants | 
he whole df the football com- || 
duon and two other com- | 
| 9 || foreign-exchange controls. 





^ The North Koreans are ask- 


ing for a further meeting be- 
| tween the IOC and the two Ko- 
"| rean Olympic committees be- 
| fore 17 September when invi- 
*| tations to the games 
But it seems unlikely that the 


Ò out. 


IOC will move significantly 
towards meeting 


Korea has accepted the IOC's 
latest compromise in the hop: 
of minimising the chances of a 
North Korean-led boycott of 





| thegames. — Frances Williams 


Tunku calis for 


Former prime minister Tunku 
Abdul Rahman has suggested 
that Malaysia's nine state sul- 


|.tans set up a court of brother- 
ie efforts of Augusto San- | 


rulers to try “ those. who are: 


above the law," 


Under the Malaysian Constitu- 
tion, the king and the sultans, 


to become king, are “not liable 
to any proceedings whatsoever 
in court" though members of 


their families are not similarly 
. exempt. 


* Firstly Lfeel that no person 
should be exempted from the 
law," said the tunku. Express- 


_Ing.concern over the position of 
the rulers, he said that their po- 
sition meant “that they are free. 


to commit crime without being 


-subject to prosecution under 
the law." A system whereby 
| the rulers checked one another 
: would “protect the fundamen- 


tal rights of all citizens,” he said 


at a ceremony on 15 August at 
which he was awarded the Out- 


standing Malaysian Award 


1987 by Aliran, the social-re- 
— Suhaini Aznam 


form group. 





CORRECTIONS. 





phot 
eae in 
|f kind (20 Aug., page 23), was 


ograph v which ap- 
rting out aid in 


not Deputy Foreign Minister 
| Prapas Limpabandhu. Prapas i is 


(Review; 20 Aug. ) it was incor- 
rectly stated that". . . there are 
now foreign-exchange controls 

-` in Indonesia. The sentence 
should have read- there are n® 


the decisions 
of which should be binding. 


ope E who take turns every five years 
2d the Supreme Court a “real | 
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BUSINESS 


Unexpected resiliencd 4 in the 
non-oil sector plus a 36?6. 
increase in oil production, | 
1986-87 | 


pushed — Indonesia's 
growth for fiscal 
(ended 31 March) to 3.2%, 


against 1.9% in the previous. 


year. l 
The gain was particularly 


significant given the collapse of | 


oil prices in 1986, on which In- 
donesia's economy depends 


heavily. Government statistics | 


show non-oil earnings rose 


from US$6.17 billion in 1985- 


86 to US$6.73 billion in 1986- 


87, while energy earnings feli 


2596; from US$18.6 billion to 
US$13.69 billion. 





New US figures showing a 


US$15.7 billion trade deficit in | 
June . 

monthly 
US$81.9 billion for the first. 


(the. 
total 


second-highest 
eyer) and 





half are fuelling fears of re- 


newed protectionism. Instead |. 


of falling by US$20-30 billion 


this year, as US officials have 


predicted, economists 
foresee a record trade de- 
ficit. i 


Of the June deficit, about 


half was against East Asian ex- | 
porters. Some of the sharpest. 


increases in US imports came in 


textiles and. garments. Foot-. 
wear imports also rose sharply, 


with foreign footwear now ac- 
counting for 83% of the US 


likely to strengthen sup 


than half the House. and Se- 
nate as co-sponsors, 


ened to veto the bill... 

-m Robert iii | 
Top Malaysian banks ` 
get broker licences 
New licences, have been c 
awarded to Malaysia's three | 
largest banks — Bank | 


Bumiputra, Malayan Banking. 
and United Malayan Banking. 
Corp. — in a move announced | 


on 14 August by Prime Minis- 
ter Datuk Seri 
Mohamad. Speaking at the 


opening of the new stock ex- | 
-Mahathir | 


change | premises, 
said the licences had been 
granted to - strengthen 





| | bank will pay. MSs millior 
(US$1.9 million) seat money, e 


| the exchanges 


| brokers 
ment 


‘Holmes à Courts. 
sources, has lost i battle for |... 
high royalty payments from |- 


— Vaudine England | 
ROS © | calculating the 2.5% royalty 


issued a set 
| suggested lending-poficy guide- 







though | 
President Reagan has threat- 


| 10,696 





year's 10.8%; espe Nelly i 
rise against the US dollar so für 1 


p nd | 

| DirectorategGeneral | 
|.of Budget, 
Mahathir) 
‘and unexpectedly heavy capita 


ond quarters — had led. othe — 
the | | 
stockbroking industry. Each |. 








which will be used to improve | 















yf reaction fr&ig the 
fa that the govern- 
d reversed its earlier 
couraging banks to 

ora xisting broking 
Wi | — Nick Seaward 


Weeks loses battle 

over Bass Strait 
Bermuda-based Weeks Petro- 
leum, 94% owned by Robert 
ell Re- 


The ini 





partners Broken Hill Proprie- 


tary Co. (BHP) and Esso in 
Australia’ S Bass Strait oi- 


field. 

A panel of arbitrators up- 
held the Esso-BHP submission 
that they were entitled to de- 
duct government excise before 


owing to Weeks. The judg- 
ment has cost Weeks back pay- 
ments estimated up to A$1.2. 
billion (US$848.1 million), 


which would have meant at 
least. A$1 a share for Bell Re- 
sources. 


— Hamish McDonald 





| ‘Hongkong’ S Banking Commis- 
now | 


sion has of 


lines to banks in the terri- 


‘tory. Unlikely to change the 
way major banks operate, the 
guide is a sim / 
ment on credit practices, cov- 
-ering such topics as.formalised 


le, how-to docu- 


loan approval, assessment. of 
loan performance, adequacy of 


specific and general provisions 
market. The new figures. are | 
rt for 
the Textile and Apparel Actof | _ 
1987, which already has more | 


and i information that should be 





"E — John Muay 
| Taiwan GNP to grow 
‘despite NT$ gain. 


Despite worries about the im- |- 


pact of the stronger NT dollar 





on Taiwan’s exports, the gov- | 
ernment on 14 August forecast - 
| that 


.GNP would .grow by 


in 1987. This would 
compare favourably, to` last 


light of the local dollar’s "1896 





Accounting and 
Statistics said strong expórts 


investment — up more than 
20% in both the first and sec- 


upwardrevision. = 
| a Carl 





























UE The Stock Exchange f 
P privately owned lonop 














rritory' s Legislati Cour 
‘Legco) on the ground\i 

- against investor interesat h - 
members a printed submisgion to this 
. effect which gives them r no. FM M 






] Basic Law drafter 
c-po of the. Bank of . 












the IK Furnes Exchange chairman | 

Kim Cham is already an i nS: 
„member of Legco, he sto | 
! chari d um rahe lead to its. 









| lesblonire. 


.| SECURITIES SI 
Hongkong's: 
| has found himself o on the receiving - 
| endof ne; young entrepreneur 
- Joseph Lau's abrasive style. After 
| suspending trading in Evergo- 
. Indaversal Enterprise, pending a 
geheral offer, the commissioner's 


Office went ahead and suspended two. : 


associated companies, Chinese . 
Estates and China Entertainment. 
Lau’s advisers now say it is up to the 
| commissioner's office to request the 
. | relisting of the shares of the | 
zs associates, as it it demanded the 










ae A tony ped a in. an. iia i wia 


e and i du 20, it was, Fepomes Us 








j| nationo m well-known liberal intellectu- 
. als in affnajor purge apparently initiated: 


| the Soviet Union completed a second round 

. of border demarcation talks which Moscow 

hopes will lead to further negotiations id 
Je 










"fhe Hongkong branch of 
y Xu utum. held. mof 





tain. and China over the timirg of the with- 


i h id town in eastern Afghanistan killing 17 | 


" The c communist party ordered the resig- | 


hardline party leaders (/2 Aug.). China and 





suspension. They are refusing to 
make any announcement to 


.. | shareholders of these companies, 
arguing thisis the commissioner's . 
9 responsibility. 


| NO TOUGH TESTS 


_ An ambitious 
plan ty Thai — 
| army commander 
Gen. Chaovalit. 
. Yongchaiyut.. 

to reduce 
drastically the 


the prestigious 
Army Staff. 
College —. l 
considered. one of 
the key elements i in his broader 
army-modernisation programme — 





_has been dropped. The original plan- 
was to slash the number of new 


entrants from about 300 annually to 
120. But after a tough examination- 


in July, pressure from various 


influential quarters associated with 


those who failed the test was so 


intense that the intake was 


. subsequently raised to about 275. 
The course is a prerequisite for 

, captains and par igi | 
| promotion. l 


| MOVING HOUSE 


Taiwan's ruling O RN 


offices from university campuses. 
The move is intended to 


demonstrate the KMT's declared 


commitment to academic | 


|| autonomy. The party office at the l 
| prestigious National Taiwan 


University (NTU) in Taipei, 


drawal of the British garrison, it was repor 


ed (16 Aug.). 
INDIA — 


Prime Minister Rajiv Gandhi ordered an 


inquiry into charges of corruption, nepotism | — 
and misuse of power against his leading cri- | $ 
-tic, former defence and finance minister | 


V. P. Singh (72 Aug.). Four potice officers as- 


Signed to guard a Sikh newspaper editor in 
Punjab were shot dead (/3 Aug.). Sikh 
separatists shot dead six people in Punjab 


where paramilitary forces are on maximum 
alert, police said (75 Aug. ^ 


NEW ZEALAND 
The Labour Party won in the penc 
election (15 Aug. ). | 


| PHILIPPINES 


The Su reme Court ides 'ed the. Com- 


i- |. mission o on lections to te proclaim J uan ‘Ponce 


| fotmiérlyi hounded i in 1 the main 


.month became the first to move: 
án this case to a nearby office _ 
‘building. The NTU, which has a 
long liberal tradition, was the sc 
of large-scale student protest . 
-marches and other activities in 






also to block. the opposition - 
entrance quota to | 


- hopes of setting up officeson 


.RONNIESRESCUE 
“The Sri Lankan Government has. 
been considering a takeover of thi 
.| privately owned Upali newspaper 
| tycoon Upali Wijewardene who ~ 
| the Strait of Malacca in February 
| hostile to Prime Minister Ranasin 
Ronnie de Mel. The reason for 
group under the provision of the _ 
At was the fear that the U 
newspapers would expl oit the | 


i , majority Sinhalese chauvinist - 
(KMT) has begun removing party 





among those who helped stall that 
move and there are indications that 
the government may even consider. 
 repeali of the act which is iden 

code ! ict 


1 Muslim gueril 


| men were dd: 16 
| 2 


. About 30,000 employees of six Hyundai su 
sidiaries which the company closed. 


: the major: industrial centre of Ulsan us ; 


| inj jured in a grenade attack on the S 
| parliament. which, was an ass 





| we) 





administration building, early : 






















academic year which criticis 
KM] [S interference i in acade 












tudent. ind faculty | | 
dissatisfaction, the authorities hoy 


Democratic Progressive Party's.. 


campuses. 


































group founded seven years ago by 

isappeared in his executive jet: 
1983. Upali newspapers have bee! 
Premadesa and Finance. Mit 


Colombo to consider takeover of th 





draconian Business Acquisition Act, 
Jpali — 


peace accord: Tronically, ¢ de Mel: was 


as ie 






Enrile a winner in kthe senate ek 7 
May (72 Aug.). G S 










a military blockade. on nan i and. wh 
ec ople, hostal 


















Laba unrest selena to ER elec 
plants with the Lucky Goldstar group b 
hit with strikes, it was reported (13 Aug 





violent protests (/7 Aug.). Tensof thous 
of workers marched in a massive protest 


EUN PE 


One minister was. killed aid: is M 


tempt on Presidgnt Junius. 





ga ! i^n. received: a firm, if qualified, 
lorsement of. their breakneck 
sing economic-reform program- 
y New Zealand voters on 15 Au- 





















































er Roger Douglas will 


i Welt proms 


it with the same 15-seat 
"sg cation I7- seat San 


eC s to be gained by Labour bé- 
ause of changes in boundaries, was un- 
:xpectedly held by the Nationals. 

.abour's victory cements for at least 
other three years New Zealand's anti- 


tive break-up of Anzus — the defence 
treaty between Australia, New Zealand 
and the US — because Lange' s govern- 
merit will not accept warships in its har- 
bours which may possibly be carrying 
uclear weapons. 

Jt also means that within the life or 
he present administration, the New 
aland people will be given the oppor- 
tunity to. vote in a referendum on whe- 
therto chance the present first-past-the- 
pest election system: Óto-some form of 
roportional representation, (PR), 
which could have a real effect on. popi 
_cal patterns in the future. 

spite some expectation of voter 
ba klash, in the event, Lange not only 


; OREIGN RELATIONS 


, Paisal Sticharatchanya in Bangkok 


| ` hastily summoned Asean foreign 
| ministers’ meeting in Bangkok on 

August. managed to resolve simmer- 
| dilfere ces "ever Indonesia's 





won, but he retained eight. Labour-held 


Pid policy and the- 


July 1984, 


_ the 
feasibility studies for commercial ven- 
clear stand which has led to the effec- | | 


' mi cto oldc cocktail | 


. 29. July 
Vietnamese 


— an infor- 


| envisaged as “one meeting, |; 
initially among the Cam- |4 








marginal seats which contain significant 


numbers of farmers or people involved: 
in farm-servicing industries — the very 


people hit by Douglas' cutting of farm 
subsidies. 


| Throughout most of Douglas' term 
of office, which began with the acces- 


sion of the first Lange government in 


plant closures in provincial cities and 


| towns. 


In one saiae hard-hit area, 
Gisborne, Lange told townspeople on a 
visit last year that they were on their 
own — that it was up to the regions to 
find their own salvation, with help from 
overnment confined to grants for 


tures and development projects. - 
So the.common wisdom before the 
election was that there would be a 
swing away from the government in 
those seats. In fact, it was small — far 


below the average for the election as.a 


whole — so that all but the one with the 


slimmest margin survived in Labour's — 


camp. In two of the provincial seats, one 
of them Gisborne, there was even a 
swing towards Labour. 


Overall, Labour was able to hold thé 


swing against it in provincial towns and 
rural seats to below the average, belying 
theories of a major rural revolt. That 
bears out increasingly frequent tales 
that some farmers — those with low 
debt — have been doing very well and 


Mochtar Kusumaatmadja's : 
talks with -his 
counterpart, 
Nguyen Co Thach (REVIEW, 
13 Aug.). They agreed the 
cocktail party should be 


bodian parties, followed 


‘| immediately by Vietmam's participa- 


tion." 

This seems to differ somewhat from 
the gist of the Mochtar-Thach joint 
statement, which conveyed the impres- 


sion of two separate sessions. The state- 





there have been cries of 
pain and rage from the provinces. This. 
has been compounded by primary pro- 
ducts processors’ and manufacturers' 











Eu ' policies and may at 


approve of D 
least haveSfC "silent" vote for |. 
3 Labour by y from the polls. E 


The government, therefore, has an | ^ 
unquestionable mandate to hold. tothe | 
reforms it has introduced into the econ- | - 
omy and the state services: total liberali- 





-sation of the financial and foreign-ex- | 


change markets; lowering of tariffs; a 


degree of labour-market reform; re- 


moval of industrial and agricultural sub- | 
sidies; a substantial shift from direct to 
indirect tax, and the turning of state- 
owned enterprises . into commercially 
oriented, semi-independent corpora- 


 . tions. 


The business sector had already. anti- 
cipated a Labour victory by marking the 
sharemarket up more than 20% in the 
six weeks leading up to election day and 


continuing to do so right up to polling 


day — by slowly reducing interest rates 


over the preceding three months, and 
-by holding the New Zealand dollar at a 


healthy 57 US cents (after a dip from an 


| unsustainably high 61 cents early in the 
| official campag n) 


| Oo: the M nday i morning after the 





election, it marked the vitfOfy u 


| too: 1 cent on the dollar, a few points Off 
longer-term bonds; for-which there was 


renewed demand, and off. commercial 
bills, and a-rise of about 2% on the 
sharemarket in heavy trading. 

Allthis though there was a slight tilt 


| to the Left in the new cabinet, which is 
| elected by members of parliament, not 


appointed by Lange — though he allo- 
cates the portfolios Mus Left accepts 












eua | ment had said: «An under- 

I| standing was reached that — 
an informal meeting of the 
"two sides of Cambodia be |. 
held on the basis of equal | 
footing, without pre-condi- 
tions and with no political | 
label, to which at a later - 
stage Indonesia will invite | - 
-other concerned coihitries, | — 
‘including Vietnam, to pay- |- 

ticipate.” p 
. Another important as- 
pect of the cocktafl party 
under discussion relates -to 
the agenda. of the proposed talks. The 
Asean ministers mainfained that pa ts |. 
of the previously muted anti-Hanbi - 
Democratic. Kampuchea  coalition's 
“eight-point proposal will form the 
basis of discussion.” While : / Ascan dip 











































t. Ku the state dependents” 
sete the old aie the ethnic | 


| stittfency . appears : 
and voted its traditid 
t in Labour's safe 
„abstention, with a | 
6-876 in many cases, WM 
both Lange's and Douglas; 








party back in. 


jn turnout of 








constituen- 


the traditional supporters want more 

| traditional. Labour policies in. the sec- 
ond term. 

| Lange qnd Douglas have not prom- 
ised them that, but. they did promise 

their reforming zeal would be directed 

at the social aces in the second term, 








| ing iri social aclare. 
. Health in. particular - 





get savings of between NZ$4( 
-| (US$228 million) and NZSI. 2 billion, 
| depending. on. the. extent of ; changes. 








m lomats stressed this i is not a. pre-condi- 
tion, sources familiar with Vietnamese 
thinking told the REVIEW that its inclu- 














ress on a dialogue. . 

<: Vietnam has opposed the coalition' s 
pace plan, which calls for a gradual 
withdrawal of Vietnamese troops in 
. Cambodja, a ceasefire and UN-super- 
'al elections. ! | 





rhe latest diplomatic flurry under- 
ires a basic difference in the per- 


land plus Singapore, on the other. Dip- 
lomatic sources told the REVIEW it was 

. Mochtar who initiated. the Bangkok 
= meeting because of the “muddled” situ- 
! ation following his Vietnam visit. — . 
PUR indiens sources paaid Jakarta 










| bitien its. lip | 


Bats there was a 


cies. That can be taken as 4 message that. 


qm has. been | 
"targeted by Douglas, who claims h he cam 


ception ef the Cambodia conflict between. 
idonesia, on the one hand, and Thai- 


| 


“sion has dashed any hope of speedy pro- i 


the private sector and other competing 
institutions in a freer environment. 
State benefits, including a com- 
prehensive accident compensation 
scheme may be replaced by a negative 


income tax, a concept already applied: in 


prochement — 
 *MXietnamisation" of Cambodia — as 


“family-support” payments. 










TY: ing the pation campaign, Lange 
"hardened his anti-nuclear stand, 


- saying that while there were short-term - 
. disadvantages in being out of Anzus, in 
the long run New Zealand was better 


Off. A false sense of security was insuffi- 


cient reward for ta king part in a strategy |. 
which had no relevance to New Zea- | 
land, which was under no actual or iden- | 
_tifiable threat, he told the Institute of | f 
International 


Affairs in a formal 
spéech. 
That hardening was in part a bid for 


women s votes, which had slipped.away 


Saw the prospect of a Sino-Soviet rap- 
plus the deepening 





working in Hanoi's favour and hence 
felt Asean should seize the initiative 


now to try resolving the Cambodia con- | 


flict as otherwise there may not be any 
role left for Asean later. Follo 
29 July meetin 
was said to be elated at the Vietnamese 
acceptance of his cocktail- party proposal. 
But the Thais and E saw 
things in a very different light. Although 
officials carefully avoided any open 


vately critical that the Indonesian minis- | 
ter was playing right into the hands of | 


the Vietnamese. As current chairman of 
the. Asean standing committee, Thai- 
land . was 
Mochtar 8 talks with Thach. 





not consmited prior to” 
: awaited.. 2059 


f : 
H T 
. v 


| by what they saw as a Vietnam: 
| to twist the "Cambodia i issue fro 


ofa civil v wat, by restricting 


| criticism of Mochtar, they were pri- | part 

parts." So the contentiqus point 
quickly resolved. This ap 
| face-saving way out for Mochtar 
Asean not. having to sacrifice ity ori ME ee 





anh ot Andes and hos pun 


 — saying he would trust the J 
.| Send nuclear-armed ships to New 
‘In education there is likely to bi This 
| greater devolution of decision-making, - 
though not of funding or oL of 4 


| weapons and towards acceptance 
: governmen | 
| have cost Bolger some support. 


| avoiding promises. Among the ve 


“tot universally popular’ by any m 


| ties, and it is not really clear why tl 
| commitment to the referendum wa 
| made i in the last stages of the campaign 


favoured by at least a slim majority o 
‘voters. The system most likely to. be 
suggested would be the threshold pa 
i | ters as used in West Germany. Th 

E breakthrough figure for being allocated 
| | seats is likely to be 4% of the popular 
vote. Based on this year's election re- 


Party. which polled 5.9% without win- 


ties having to seek cooperation. fror 
small groups to form a coalition could 


he | Asean has always targeted V 
the | 
with Thach, Mochtar | 


ders, Mochtar told the 16 August mee 









The state is likely à tor remain n the predo- : o i 
minant funder of health, but some ser- |s TT 
vices are likely to be contracted out to | 









that may entail, to a strong anti-nu 
statement while at the same time 


















the Labour Party's position befor 
984 election and indicative of the s 
| public. opinion against nu 









s stand, but it migh 












Lange went through the. camp ig 







máde was one for the PR referend 
Although some members of 
cabinet are keen on the idea of PR, i 














with the Labour party, which could 
er electorially, as would all large 






















Polls suggest PR is likely to-b 



















sults, this would mean some seats would. 
have.gone to the small. -Democratic 










ning a seat. It would also have resulted 
in the loss of Labour's overall majority 
since it won only 47% of the vote com- - 
pared with National's 44%. Although 

the Democrats would be likely to sup- 
port Labour on many issues, they are 
critical. of Douglas’ economic policies 
The prospect of either of the) major par 




















mean some reconsideration, of. ba 
policies. | 


The officials’. concern was pr om ! 





ession/ occupatioi | 


the conflicting ! 

















the root ca cause o ieri Mount odi 











ing that he in fact regarded the cock 
ty.as “one meeting composing of tw 


peags to 





strategy. A response. 
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MALAYSIA 


The graduate farmers 


Graduate unemployment hits student expectations 


By Suhaini Aznam in Kuala Lumpur 


Ete education was the 
means for breaking the cycle of rural 
poverty. But putting aside their 
academic caps and gowns, some farm- 
ers’ sons are back tilling the soil. For 
most it is an option born of necessitv; in 
fact, a last resort which they hope to be 
only a temporary measure. 

Only halfway through the fifth of its 
five-year development plans, Malaysia 
is beginning to see a phenomenon more 
commonly found in developed coun- 
tries unemployed university 
graduates. Last April, some 4,200 out of 
86,000 job-seekers registered with the 
Ministry of Labour's manpower depart- 
ment held degrees or diplomas. Total 
estimates of unemployed graduates 
vary between 26,000 and 50,000, de- 
pending on sources. 

With 3995 of Malaysia's 15.8 million 
citizens below 15 years of age and 
another 29% in the 15-29 job-entry age 
group, the problem threatens to be- 
come worse. The country's six univer- 
sities absorbed 9,545 new students for 
the 1987-88 academic year, while at the 
same time Universiti Kebangsaan Ma- 
laysia's qo class tried to or- 
gaise a demonstration over unemploy- 
ment during their convocation, before 
a prim by authorities. 

e pressure of unfulfilled expecta- 
tions is ph. For rural parents, sending 
a son or daughter to university is still a 
sacrifice. Even if the offspring holds a 
scholarship — and 45% of those regis- 
tered with the Labour Ministry are gov- 


'ernment scholars — higher education 


means deferring a better family income. 
Thus the jobless reality dashes the ex- 
pectations of both graduates and their 
families. «Local graduates, numbering 
13,000 in 1986, suffer more than the 
14,000 edücated abroad, but even they 
fe fictims of the job squeeze. 

e economic recesfion is a major 







= 


contributing factor. But manpower mis- 
planning, resulting in over-concentra- 
tion of graduates in some fields, also 
plays a part. Government leaders used 
to engage in cyclical appeals for science 
teachers, accountants or engineers. 
Today there is a glut of all three. The In- 
stitute of Engineers Malaysia reported 
some 1,000 jobless graduate engineers 
in Johor alone. Some engineers have 
taken on technicians’ work, while ar- 
chitects draw draughtsmen’s pay. How- 
ever, the largest group of unemployed 
graduates, at 40% , comprises those who 
have degrees in the arts and humanities, 
followed by engineers at 25%. 

Significantly, the rise in unemployed 
po coincided with a government 

reeze on civil service posts in 1985, as a 

belt-tightening measure when commod- 
ity prices plunged and salaries for the 
country's 800,000 civil servants became 
a strain on the national budget. Salaries 
take up 35% of the federal govern- 
ment's annual operating expenditure. 
The ranks of graduate job-seekers 
jumped from 1,500 in 1984 to 2,100 in 
1985, and doubled to 4,200 in 1986. 

Desperation has prompted some odd 
ideas for solutions. One deputy minister 
suggested reducing the compulsory re- 
tirement age from 55 to 50, with the op- 
tional retirement being offered at 45 in- 
stead of 50. Hastily conceived, the plan 
was às wr Fir aera 

In July 1986, the government took in 
4,000 graduates under a temporary 
training scheme, paying degree holders 
M$600 (US$240) and diploma holders 
M$500 per month. e six-month 
scheme was renewed in December. 
Some of the trainees described their as- 
signments as “useful” but as trainee of- 
ficers their words hardly carried weight. 
Meanwhile, it has merely postponed 
rather than selved the unemploy- 
ment problem, while costing the gov- 


ernment M$29 million, its criti ; 

There are currently 320,000 v - 
cies in the civi! service but the govern- 
ment can only afford to fill a few 
hundred of the most essential, mostly 
teachers and medical staff. Privatisation 
of former government igs ied to 
more trimming of 
were abolished wj 








nomic problem has a 
. "Graduate unemploy- 
ment todayNs a Malay phenomenon," 
confided a job-placement officer. The 
racial profile of the unemployed is 
about 86% bumiputra, 10% Chinese 
and 4% Indian and others. In the pri- 
vate sector, Chinese firms have always 
absorbed Chinese graduates, while 
Malays look to the public sector for 
jobs. The only solution he sees is to ex- 
pand Malay entrepreneurship, not 
merely as front men for Chinese com- 
panies but as active partners, skilled and 
confident enough to launch off on their 
own so they can then hire other Malays. 

But that could take decades. More 
immediately, the government is trying 
to cushion the problem by urging the 
private sector to hire graduate trainees 
at M$500 a month. A few government- 
linked corporations have volunteered to 
accept 500 each. 


ther forms of aid have also been ex- 

tended in modest fashion. The Bank 
Pertanian (Agriculture Barn) has 
pledged M$250,000 in loans — with a 
4% interest easy repayment scheme — 
to help 16 graduates venture Mfo palm 
oil, hydrophonic vegetable culture and 
fish farming. City Hall registered 318 
applications from graduates who 
wanted to open hawker stalls — 87% of 
them Malays. 

Meanwhile, the spotlight on 
graduates has aroused the ire of less 
qualified job-seekers. In letters to local 
newspapers, they have demanded to 
know why so much fuss was being made 
over those who have the education to 
“fend for themselves.” 

The graduates, however, tell a dif- 
ferent story. Refuting the stereotype 
that graduates are a choosy bunch, sev- 
eral said that while employers seek ex- 
perienced recruits, for them “any job 
will do.” A few have tried to initiate 
their own projects, clearing land fer 
epe or selling petrol to villagers 

ut the government is slow to4respond 
with marketing aid, or sopra for 
business licences and land scheme app]i- 
cations, claimed University Malaya arts 
graduate Zainor Rashid Abdullah. 

The danger posed by restless, idle 
graduates is obvious. “It is the educated 
who will lead demonstrations," said 
Zulkifli Ahmad, presfdent of the Na- 
tional Movement of Artistes, who hàd 
himself been arrested for marching on 
behalf of hungry farmers in 1974. “The 
rest are followers." o 
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If all you need is a bank - pick one. But if you 
are looking for a worldwide financial partner, > 
E be sure to select one with a successful global 
presence and a record of outstanding achieve- 
P, ments for its clients. ko 
: UBS — committed to excellence. . 
oh A 4 tee ONE Sr Union Bank . 
UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, : ` 
11 Pedder Street, Maus konit, FA abi D Raffles Place 5 3E -01, of Switzerland 


Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around tHe globe. Head Office: Union Bank 
of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 
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B ith- isaster reports pouring in 
rom 262 of the 407 administrative dis- 


|| tricts of the country, Gandhi has put off 


his long-scheduled official tour of West 
Germany, pce and Yugoslavia. 
On 13 August, the political committee 
of the cabinet: decided his presence. in 
the country is essential for monitoring 
and consultations at all levels on relief 
measures, — 
|. The drough is likely to upset the 
Seventh Five-Year Plan (1986-90), 
which in turn will arm the opposition 
whose attacks are becoming more viru- 


„lent. The drought has severely cut food- 


crop production, 70% of which is rain 
fodefhough healthy buffer stocks of 
foodgrains mean that the immediate 
msis.is not famine but finding work for 
the landless labourers and marginal 
farmers without money to buy food. 
Low water levels in reservoirs have af- 
fected hydroe * generation, which 
in turn has ned the shortage of 
power for ind And the cost of re- 
lief work, for which the state govern- 
ments are. demandi Rs 40 billion 














capital shortfall of 3 'Rs2 200 ) billion needed 
to meet the: p iblic- 
ent five-year plan. 

/ ffect ds pere 















the electorate i * . Itcomes at a time 


. 4 when thgepposition i is accusing the cen- - 


ernment’s ministers and their as- 





the cost of the public. As the effects of 
the ought unfold over the next year, 
the Gandhi government will be under 
icreasing pressure to contain inflation 
and also provide massive financial re- 
| sources to fight the drought’s after- 
= math. 9 
Gandhi faces an opposition bent on 
exploiting the situation to the fullest. 
His own party is riven with dissension 
with the central government lacking 
firm leadership and direction. The ad- 
ini n.several Congress-ruled 
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Natural disasters sharpen Gandhi's political crisis 


hi's power base — 


ernment with Swedish and West £ 


this required tough, measures which 


ginning to bite, the next two years will 


ector investment - 


e | "gon : 


ciates of feathering their own nests at | 


lysed, not only be- , 








cause of the situation in New Delhi, but. bis 
also due to the uncertain political future | four 
of the Gandhi-appointed chief minis- | have 
ters. The opposition is in no mood to ac- 


cept the argument that it should drop 
the issue of corruption and kickbacks in 
defence deals — concluded by the gov- | 
er 
man firms — to join a ncn-partisan na- | 
tional effort to combat the drought. 
Gandhi's strategy to win the next 


the current five-year plan fulfilling the | 
bulk of his last electoral promises. But | 
i 
| 


were put off for the first two years, and 
now the drought leaves no option but to 
concentrate on crisis management, 
With inflationary pressures already be- 





have to be devoted to cautainins these 
pressures by a drastic scaling down of 
plan targets, and providing the opposi- - 
tion with more ammunition to attack 
Gandhi and his party. 


A oss the pall of dust hanging 
over the vast central and north In- | 
dian plains has settled with the arrival of | 
monsoon showers in mid-August, the 
rains came too late. Former agriculture 
minister Rao Birendra Singh said 
famine conditions have set in. Of the © 
country's 35 meteorological divisions | 
25 remained parched, raising fears | 
of loss of human afid animal life. By 

a quirk of nature, the drought is. con- is 


| ruled pk Beer cens 
| worst-affected state is gres 
| Bihar where rivers have swep 


| grammies to | 
| the number is rising fast. But th 
general election, due in about two-and- |- 
a-half years, appeared to be based on |. | 
| main opposition in the state — as v 


tested against non-payment to 
| workers. 


E tives i in the state are cutting green sugz 
| cane for cattle fodder. In addi on 
~ keeping 900,000 people on food- 


| yet another drought-hit Con 


mada River 80 km across the 


. Jab, where 80% of the land is ir 
. has introduced patrolling of 


. starved farmers. More than half o 


. tube wells for the supply of wate 
. cause of the fall in the water table 
| pumping sets are burning out a: 
; motorscannot cope with the load... 


_ of Maharashtra and Himachal Prade 
: The only non- Congress Hindi-speak 
: state facing drought is Haryan: 
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hundreds of villages dislocating : 
lion people. 
The worst drought-affected | 
'ongress-ruled Rajasthan, sufferi 
urth successive drought — t 
ried up and many towns h ve 
iced water rationing. Raja 
trialist K. K. Birla said 

























to violendé: Akort 1; 4 milli 
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government seems to be sho 
and the Bharatiya Janata Pa 


































some Congress politicians. have | 


South of Rajasthan, Congress-r 
3ujarat is also affected. Sugar cooper 








work projects, the state goverm 
providing cash doles to 60 000 tami 
unable to work. 

. In India's largest state; Utta 
Pradesh, 50 of the 57 districts are 


isis of idum. water. ea 
government estimates that it will 


labourers and about 2 as many sma 
marginal farmers to avert starvation. 
: Madhya Pradesh in central 


re 
state. Faced with a scarcity of” water, 
state capital of Bhopal is plannin; 
bring water by special trains fre ! 


mountains. Congress-ruled Orissa 
estimates its crop losses at 30-5096. 


prevent cutting of canal banks by j 


irrigated land in the state depends 


Also hit by drought, though 
severely, are the Congress-ruled 


next to New Delhi. In the state 
planting has been cut by half 
that crop is withering, While 
crops have almost been: des | TO :d 
even grass bined out. 5 
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ince 1 July, there have been more than 650 labour disputes in South Korea 

the total for 1985 and 1986. Workers have won settlements of 

their claims in 50% of cases. The strikes have hit a wide 
manufacture 


including all three of the nation's motor 


K Booming 
behind the unrest. 


|. 6995 to Won 541.9 


of companies 
rs were forced to 


After years of repression, workers demand more rights 


Labour strikes out 


By Mark Clifford in Seoul 
Waxes The current labour 
M S 29 strife in South Korea 







two 
stun- 


me ear has an aura of 

b 4 "d EN . . T" 

D IP Alu inevitability. Low 
pA wages and an iron- 
a4] fisted labour policy 

We have 


(v j fuelled 
eS VAa X-H decades of 
ning economic growth. 

But the South Korean worker has 
one of the longest work-weeks in the 
world. He, or she, is among the most 
likely to be killed or injured on the job 
— and one of the leastlikely to be repre- 
sented by a union. 

Now, workers are taking advantage 
of political liberalisation to press their 
demands for freer trade unions, higher 
wages and better working conditions. 
Government and business are scrambl- 
ing to respond. 

Managed adroitly, a  unionised, 
more productive workforce could play 
an important role in helping South 
Kogea compete internationally as it 
edges out of the ranks of low-wage 
countries and begins producing more 
advanced products. Managed badly, a 
crackdown on labour could endanger 
both South Korea's political liberalisa- 


.tion and its economy. 


The call for democratic unions tops 
he» list of demands, with wages and 
Working conditions secondary. All three 
the country's car manufacturers, 
Hyundai, Kia and Daewoo have been 
forced to suspead operations — either 
because of direct strikes or a shortage of 
component parts from suppliers who 
are themselves affected by strikes. 
ockers, coal miners, bus and taxi 
vers and shipbuilders Rave all gone 


dE... . 


on strike. More than 600 labour dis- 
putes have occurred since proposals for 
democratisation were made on 29 June 
by the ruling Democratic Justice Party's 
(DJP) presidential nominee Roh Tae 
Woo. 

The government and politicians have 
responded uncertainly. All of the 
strikes are illegal, but the government 
has used riot police only sparingly and 
has warned companies that they can no 
longer rely on government assistance to 
end labour disputes. 

The military used labour turmoil as a 
pretext for imposing martial law in 1961 
and in 1980, and as the strikes bite into 
the economy, pressure for a quick solu- 
tion grows. Still, the government is un- 
likely to use force in the absence of a 
clear emergency. 

Roh said the current strife is an "in- 
evitable phenomenon we must go 
— in the process of development 
. .. I believe the labour disputes will be 
tackled peacefully as they are not aimed 
at destruction or violence itself, but at 
improving things.” 

Labour Minister Lee Hun Ki signal- 
led a tougher line as the strikes dragged 
on. “If the current labour disputes are 
further aggravated to threaten the na- 
tional economy and social security, the 
government will take tough actions 
against them," Lee said. The Labour 
Ministry, which has long been top- 
heavy with security forces, has been re- 
duced to issuing warnings and setting up 
commissions to study labour problems. 
The government's traditional role as a 
management ally leaves it without a 
credible mechanifm to help solve dis- 
putes through negotiation. 





Lee's implicit threat that force might 
be used is one of the strongest warnings 
issued by a public official since Presi- 
dent Chun Doo Hwan accepted Roh's 
eight-point democratisation package 
on 1 July. 

Chun, in that speech, serine hit Be 
ceptance of democracy “probatipnab 
and warned that “to trigger social chaes 
through illegal activities and violence 
under any name would be to destroy the 
free democratic system.” If the situation 
escalates, the military and security 
forces may use the chaos to justify a 
crackdown. 

Political leaders are disturbed by 
what they believe are radical elements 
among the unionists. “The problem 
with these labour disturbances is that 
they are not done in the spirit of free 
trade unionism, but as part of a general 
political protest,” said Hyun Hong 
Choo, deputy secretary-general of the 
DJP. 


M ost workers, in fact, are aot making 
political demands. The stNesure- 
volve around bread-and-butter wor 
place issues, usually higher wages and 
an end to company-dominated &pions. 
Indeed, the explosion of labour Uhrest 
surprises few people here, who ha 
predicted it since Roh's democratisa- 
tion announcement. 

The labour movement has béen re- 
pressed — often brutally — for most o 
the seven years since the Chun govern- 
ment took power. Productivity has 
grown twice as fast as wages. Whilé 
workers are undoubtedly better off, 
there is widespread resentment that 
the benefits of the economic boom 
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being distributed  inequitably. 
Despite harsh government policies, 
the union. movement has developed 
greater strength during the past seven 
years. Churches and labour have de- 
veloped tighter links. Adding fuel to the 
union movement is a bitterly deter- 
mined core of several thousand workers 
who have been blacklisted, many of 
whom have spent time in jail. 
Even government and DJP hardlin- 
ers acknowledge that workers have 
ample ground for grievance. In the 
wake” of Roh's democratisation an- 
nouncement, they hoped to buy off 
vour by proposing a package of con- 
stitutional and legislative guarantees. 
Both the DJP and the opposition 
Reunification Democratic Party are 
pledged constitutionally to guaran- 
tee workers the right to organise freely, 
to bargain collectively and to strike. 
Currently, workers in a wide variety of 
industries are prohibited from striking. 
Labour knows that legal reform 
alone will not suffice. Many know that 
the South Korean constitution already 
guarantees workers the right to free as- 
sociation, to bargain collectively and to 
collective action “within the scope of 
the law." In practice, a web of restric- 
tive laws has made almost every labour 
dispute since 1980 illegal. 
The g$vernment has clearly edged 
om its embrace of a harsh, low- 
wage policy. There have been no re- 


ports P systematic violence by police or 


are 


compfny officials since 29 June. 
ut can business and government act 
wiftly to cut a deal with labour? Busi- 
ness leaders have joined government of- 
ficials, in promising that they would 
meet reasonable demands for free trade 
unions, though they have rejected 
demands for worker participation in 
management and profit-sharing. 
Managements are trying quickly to 
meet workers’ demands and there is talk 
of applying uniform settlements to the 






various companies in a business group. . 
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But replacing South Korea's confronta- 
tional business-labour relations with 
an effort at consensus will be difficult. 

“Employers and workers don’t have 
much experience in collective bargain- 
ing,” a senior official at the Korea 
Development Institute said. Workers 
think the existing framework is 
rigged against them, so they take to the 
streets. 


Nc. for one of the first times in the 
country's history, talk i being 
backed up with action. Warns Koo Cha 
Kyung, chairman of the Lucky Goldstar 
group and head of the powerfu! Federa- 
tion of Korean Industries: "If workers 
believe their demands are one-sidedly 
ignored by their employers, they may 
resort to sabotage or collective action.’ 

Labour is in a hurry to grab what it 
can, understandably nervous that the 
political thaw could end quickly. 
“Labour thinks everything must be sol- 
ved by the time of the presidential elec- 
tion late this year,” a Western mission- 
ary, with close ties to unions, said. 

The Federation of Korean Trade 
Unions (FKTU), à government- 
sanctioned umbrella organisation, faces 
attacks from within and without. Dissi- 
dents in the FKTU are trying to topple 
the union leadership, which they say has 
been too accommodating towards the 
government. Unionists who are outside 
the officially sanctioned structure add 
more pressure on the existing union 
leadership. 

In mid-July, the headsof three dozen 
in-house unions met to form the Com- 
mittee for the Democratisationof Trade 
Unions. The committee, which now 





Repression and violence: page 16 
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Blaming partition: page 18 
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numbers more than 50 of the 2,300 in- 
house unions in the FKTU, wants the 
direct election of union leaders. 

Many workers and shop-floor union- 
ists regard the FKTU as a represen- 
tative of government interests. “It’s un- 
likely that many of the present trade- 
union leaders could win an election,” a 
FKTU adviser said. FKTU officials re- 
ject direct elections, saying they would 
be unwieldy. They blame students and 
unsuccessful candidates for local union 
leadership for stirring up trouble. “They 
are trying to take advantage of the cur- 
rent political situation,” FKTU vice- 
president Lee Young Joon said. 

The FKTU's endorsement of Chun's 
suspension of constitutional debate on 
13 April — which led to weeks of rioting 
and the eventual reversal of the decision 


| — isa focal point for criticism of the fed- 


eration. The FKTU came under sus- 
tained pressure from the government 
and ruling party members to endorse 
Chun's move. The FKTU apparently 
thought that supporting Chun's decision 
would win it points from government 
and DJP officials without costing it 
rank-and-file support. Instead, the deci- 
sion sparked off the democratic trade- 
union movement within the FKTU 
ranks which surfaced in July. 

Lee explains the endorsemené of 
Chun's decision by saying that wrangles 
between the ruling and opposition poli- 
tical parties were distracting lawmakers 
from labour law reform. "We hoped 
that a stable political atmosphere would 
help us achieve our demands," he said.. 
" At that time our primary interest was 
the revision of the labour laws.”  . 

FKTU leaders say the political situa 
tion over the past seven years left thes 
little choice but to cooperate with the 
government. “Many rank-and-file work- 





, ers, religious groups and swidents feel 


union leaders are yellow unionists," Lee 
said. "But union leaders hate.tried their 
best under the existing laws." 

The govétnment effectively ne¥- 


. tered the FKTU by ag mng it from 
‘aiding local unions in Wargaining until 
last December. That meant that work- 
“ers were on their own in negotiations 
with management. That made for more 
compliant unions, which in turn gave 
rise to charges that ugion leaders had 
been co-opted by business. While there 
are undoubtedly committed unionists 
within the FKTU who did their best in a 
bitter political climate, the federation 
faces an uphill struggle to establish its 
legitimacy with workers. 

As if to underscore the disaffection 
with existing company unions, the pri- 
mary demand in almost every strike 
now is new union leadership. The local 
press has emphasised “unreasonable” 
wage demands, but wages and working 
conditions take a second place to the 
calls for representative unions. 

"They're saying: ‘Give us union au- 
tonomy and then we'll be able to bar- 
gain from a position of strength'," a 

estern diplomat said. “Essentially, 

this is an apolitical movement. The 
key issue is [the demand for] strong, 


Organised labour has 
zw always had a hard 
IA time in South Korea. 
3I. C President Park Chung 
T3 Hee outlawed unions 
after he came to 

wer in a 1961 coup. 

ater, Park modified 
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his policy, setting up a government- 





sanctioned union movement. But 
| strikes and demonstrations were prohi- 
bited from 1971 until 1981. 

South Korean workers have been re- 
garded as rugged, uncomplaining toil- 
ers. But the country has a history of vio- 
lent, often bizarre outbreaks of labour 
unrest. In 1961 and again in 1980, 
labour took advantage of a political 
opening to press its demands. Even the 
forced-march growth years of Park were 

unctuated by outbursts. [In 1975, a vio- 
ens strike occurred at Hyundai Ship- 
yards. And in 1977 Korean Hyundai 
construction workers in Saudi Arabia 
killed two company managers and 
destroyed nearly 50 pieces of heavy 
capital machinery. 
. After Park's assassination in 1979, 
the number of labour disputes skyroc- 
—L-kesjed. Labour unrest then became one 
Of the pretexts for declaring martial law 
"May 1980. 

The Chun government included con- 
stitutional safeguards for labour in the 
1980 constitution. The constitution 
guaranteed workers the right to form 
unjons, barbain iege and strike, 
“within the scope edem y law." But 
ij qualified those rights With an exten- 
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independent, autonomous unions.” 

South Korean technocrats clearly 
want a cooperative labour movement. 
Most point to the Japanese model of 
conciliatory, enterprise-based unions, 
as a target for South Korea. But even 
Japan had its period of conflict, when 
radical and conservative unions battled 
for influence in the 1950s. It is far from 
certain if South Korean officials, who 
have always exercised tight control over 
the economy, are prepared to deal with 
the inevitable turmoil of a developing 
labour movement. 

“Unions in most developed coun- 
tries have followed a path first of rising 
and now of declining influence,” a 
senior Economic Planning Board offi- 
cial pointed out. “We want to go from 
where we are today to where unions are 
in countries like the US, skipping the 
period of maximum influence. We 
worry about the so-called ‘British dis- 
ease.’ We could never allow something 
like their coal miners’ strike.” 

An organised, powerful trade-union 
movement frightens both the economic 


Repression and violence 
have marked the struggle 


sive revision of labour laws at the end of |: 


1980. The changes made it almost im- 
possible for workers to organise a union 
or strike without their employer's ap- 
proval. 

"From the beginning of the 1980s, 
immediately following the amendment 
of the labour laws, unfair labour prac- 
tices have increased markedly," says 
Kim Hyung Bae, a member of the Cen- 
tral Labour Committee and dean of 
Korea University Law School. The 
committee is the supreme arbiter of 
labour disputes. 

The union movement was purged 
following the imposition of martial law 
in 1980. The Office of Labour Affairs 
delivered "purification guidelines" to 
the Federation of Korean Trade Unions 
(FKTU) in August. 

More than 100 district branches of 
the FKTU were disbanded in 1980. A 
total of 191 members of staff were dis- 
missed or forced to resign. Union 
sources say that 19 labour leaders en- 


dured “purification education" by the | 


military for periods ranging from 15 
days to six months. 

Extensive monitoring of the labour 
movement by security agencies helped 
ensure that labour remained largely 
quiescent. 

Only in-house unions, confined to a 
single workplace, were permitted under 
the revised law. National unions, or- 

anised along industry lines, were out- 
awed. Only workplaces with more than 
30 workers could have a union. That 
meant workers at small garment shops, 


—-— 
Park: union ban. 
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mandarins and security officials. “The 
mandarins worry about losing control 
over the economy. The security officials 
fear that a politicised trade-union move- 
ment would provide a vehicle for more 
radical views than the mainstream poli- 
tical system has previously tolerated. 
Business and government officials voice 
concern that “impure elements” are be- 
hind the current rash of strikes, though 
this theme has been more muted than in 
the past. 


‘ 

H ut obse believe that South Korea 
will have tt» be prepared to tole- 
rate a politicised labour movement. 
Some unionists and religious workers 
would like to form a new political party 
representing social democratfc or Chris- 
tian democratic interests. Such a party is 
little more than talk at present. But its 
existence would pose a new challenge to 
a country that has, since the end of 
World War II, systematically worked to 
neutralise labour's political and econo- 

mic influence. 
Organised labour could play an im- 








who had been an important force in 


union affairs, did not have right to 
union representation. 
Membership in the FKTU fell fro 


1.1 million in 1980 to a low of 776,000 in 
1985. Currently, the FKTU has Mgosi l 
million members. but that makes 
only 13% of eligible workers. "Becaui. 
labour unions were confined to weak, 
non-political activities, such as mutual 
aid and cooperative [associations], thej 
structure disintegrated," says Korea 
University political science professor 
Choi Jang Jip. “Official labour unions 
have been totally de-politicised since 
1981.” 

Every single one of the current 
strikes is technically illegal. “To strike 
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portint olea as 5 Sc uth F | develops. 
South Korea has always had plenty of 
cheap, literate, but relatively unproduc- 
tive labour. But it is no longer a low- 
wage country. Politics aside, South 
Korea is struggling with the transition 
from a cheap assembly site to a pro- 
ducer of more sophisticated products. 

Such lower-wage ou Itries a as s China, 











first comprehensive 
law, which has yet to bt 


Fixed, is s due to 
go into effect next January. The law is a 
tacit recognition that the days of relyin 
on cheap, disposable labour have passed. 
Wages*make up less than 10% of 
South Korean industry’s manufacturing 
bill. “Management hasn't concerned it- 


self with labour," said Prof. Park 
| Young Ki, director of the Institute for 
Labour and Management at Sogang 
University. "They've worried about 
materials prices and securing loans." 
South Korean labour is also not par- 


legally is almost impossible," says the 
Labour Committee's Kim. A compli- 
cated procedure involving notification 
to the Labour Ministry, a 20-day cool- 
ing-off period, conciliation, mediation 
and arbitration has made legal strikes 
rare. 

Union leaders have in the past been 
figit hey tried to organise a strike leg- 
ally. If they then assisted a strike they 
s oul of laws prohibiting involvement 
by third parties. National FKTU unions 
were, until last December, even prohi- 
bited from aiding local, in-house unions 
d the controversial third-party 
rule 


he government can intervene ex- 
tensively in union affairs. It can dis- 
wwe unions or order new officers to be 
elected if it fears “harm [to] the public 
interest.” The government has the right 
to alter or cancel collective agreements 


between a union and an employer. Ina | 


notable incident, the government re- 
fused to let the US firm Control Data re- 
hire dismissed workers whom security 
agencies felt were dangerously. radical. 

~ Compgmies with- more than 100 
(must form labour-management 
uncils, composed of management and 







build gOnsensus in the workplace. The 
ggvefnment says the councils are a main 
ason‘ why there have been so few 
strikes in South Korea. But the councils 
are not always taken seriously. A 1983 
surveyfby the American Chamber of 
Commerce found that only 27% of the 
companies sampled even had the pre- 
tense of a labour-management council. 
To form a union, 30% of the workers 





at a worksité must ask that the union |. 
tepresent them. The union must be recog-:i 
nised by local authorities and dd a nai, 
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workers. The councils are supposed to- 








ment crackdown appear unlikely. 


labour laws, making? 





ticularly Odit Comparing pro- 
ductivity internationally i isa tricky busi- 
ness, but a comparative study of 12 Ja- 
panese and South Korean electronics 
and textile firms found that South Ko- 
rean firms had twice as many employees 
as the Japanese firms with similar sales 
volume. That means there is plenty of 
room to cut the workforce. A develop- 
ing shortage of skilled manufacturing 
workers makes productivity improve- 
ment even more important. The short- 
age should also help push up 
wages. | 
A labour miracle is not in sight. 

South Korea's bitter history of labour- 
management confrontation wili not be 
erased overnight. But the apolitical de- 
mands of the strikers seem to be holding 
hardliners at bay. Senior government 
and DJP officials have accepted that 
labour turmoil is an inevitable part of 
political and economic development. 

As long as the strikes remain largely 


. non-violent and the economy does not 


suffer too much, the risks of a govern- 


tional union affiliated with the FKTU. 
The approval process can last indefi- 
nitely. 

Once a union is certified, it has a 
monopoly on representation, and it is 
almost impossible to challenge and re- 
placé an incumbent union. Companies 
have often supported the formation of 
unions likely to be cooperative when they 
hear that workers are forming a union. 
And a management-sponsored union is 
more likely to get recognition than a 
hostile one. Before DJP leader's Roh 
Tae Woo's 29 June democratisation 
proposal, there had been numerous in- 
cidents of harassment by government 
and employers of workers trying to 
exercise what they claimed to be their 
legal rights. 

At the beginning of July, a gang of 
seven young men snatched documents 
away from workers at Hyundai's Mipo 
Dockvard when they tried to file union 
certification papers with the Ulsan city 
authorities. Although the company dis- 
claimed any knowledge of the theft, the 
documents were returned that’ same 
day, after government pressure. It wasa 
sign of the changing atmosphere that 
the papers were returned and the union 
was quickly recognised by the govern- 
ment. - 

The government now says that the 
days of allying itself with management 
are over. "In the past the government's 
role was to regulate the demands of 
labour, suppressing their demands for 
higher wages," says Roh. *By changing 
attitudes, enabling labour and manage: 
ment to deal with each other without 


government interference, our labourers 


stand a better chance. What the. govern- 
ment should do to assist this is to revise 
them more ba- 


lanced." 2 Mark Clifford: 













nee ^ 3 South Korean secu- 
a ME is rity dgencies have al- 
| 3M ways worried about 


d. t x movement and the 


AE government has said 
| WORKERS AWAKE there are ' ‘impure ele- 
Zt \ fade, UH ments” in the current 

labour unrest. 

While some fear of the dissidents has 
faded since the moves towards demo- 
| cratisation, it has not disappeared. DJP 
| leader and presidential candidate Roh 
Tae Woo has singled out one of the most 
rominent dissident labour groups, the 
Urban Industrial Mission (UIM), as 
particularly troubling to the government. 
Those outside the traditional 
union structure call themselves "demo- 
cratic" unionists. They are a loose affili- 
ation of groups, many with strong Chris- 
tian ties, that are part of the broader dis- 
sident movement. The dissident unionists 
also include blacklisted workers and 
a small. number of students who con- 
ceal their educational backgrounds to 

work in factories. 
The organising work they have en- 
aged in over the past decade appears to 
E bearing fruit in this latest round of 
protests. But workers remain primarily 
interested in truly representative trade 
unions, higher wages and better work- 
ing conditions. So far, at least, the more 
radical political messages have not 

taken hold. 





.Dissidents blame partition 
` | for workers’ problems 


Despite the wide agreement in both 
the ruling DJP and the opposition RDP 
political parties that unionists’ demand 
for constitutional protection of labour's 
right to organise, to bargain collectively 
and to strike are “appropriate,” the dis- 
sidents remain wary of established 
politicians from both sides. 

"We are concerned by the recent 
tendencies [of the RDP] which wel- 
comes the deceptive direct election po- 
sition of the military dictatorship and 





The making of a striker 


he thin white scars on Chung Dong 
| Keun’s forearm read Nodong Un- 
i 





[which were two months overdue]. At 
midnight a foreman told us we would 


h dong — labour movement. “Perhaps it | not be paid that night. Along with some 


this with a razor after our strike to re- | 


mind myself who I was and what I 
should live and struggle for." Chung is a 
slightly built, 33-year-old with a blank 
l expression. He speaks softly, almost in 
: a monotone. Although sume s experi- 
ences have probably made him more 
radical and politically conscious than 
many workers, recounting his saga may 
make the current rash of strikes in South 
Korea more ble. 

“I had always been a model worker. 
` I reported to work 30 minutes early, 
ween LI to clean around my work 

not support workers' grie- 

the strikes some 

don en But as he described 

the bitter strike that he helped organise 

at an elecgronics factory his voice be- 
came hard. 

. "On Christmas Eve, 1984, we stayed 

, because the company promised 

y would pay us our eter wages 


~ 






was naive," Chung said, “but I carved | of the other older workers, I cried all 


night in our dormitory, in despair at life 
and the company." 

Three days later the company made 
a partial payment of the October wages. 
“The ident of the company said we 
should continue to believe in him and 
the company. He repeated what he had 
said many other times — that his dream 
is that when he makes money he would 
build a school to educate our children. 

“I was still filled with anger and rage. 
I stood up and said what we needed and 
wanted was not a school to teach our 
children. What we wanted was our back 
wages.” 

The job Chung found at an electro- 
nics company near Seoul in early 1984 
was, he said, the best job he ever had. 
He was hired at the top of the com- 
pany's pay scale, Won 3,400 (US$4.25) 
for an eight-hour day — plus compul- 
sory overtime afd an annual bonus 


„equal to several months salary. Inex- 








which cannot enh ; represent sh 
true desires of the workers and the zi 
ple," said a joint statement issue 

17 Seoul area labour organisations in 
July. 

The dissidents bitterly oppose the 
Federation of Korea Trade Unions 
(EKTU), saying its acquiescence in gov- 
ernment policies, particularly its’ en- 
dorsement of Preside nt Chun's 13 April 
suspension of constitutional talks, robs 
it of legitimacy. The dissidents respond 
warily, but hopefully, to moves to 
democratiseythe FKTU from within. 
They would lis to link up with demo- 
cratic forces within the FKTU, says Lee 
Young Soon, chairman of the Korean 
Women Workers’ Association, to 
form a new national fedgration of 
unions. 

The dissidents are a grimly deter- 
mined lot. Many have been arrested and 
some have been tortured. Their critique 
of South Korea is fundamentally 
nationalist, not socialist or communist. 
Many blame the country's troubles on 
the partition of the country. 


s all tied up together," says Lee. 

"Our first priority is to get rid of the 

military government, which is tied up 

with [the country's] vast foreign debt. 

That debt makes us dependent on 

d countries like Japan and the 
S 


gi 


The dissidents may win support by 
exploiting the concern over foreign in- 
fluence which runs deep in th 
Korea. Dissidents claim that depen- 
dence on foreign capital forces, lazg 
South Korean business groups to sub- 
contract unprofitable business to small 


perienced women made as little as Won 
2,800 a day. The plant — inepe 
200 employees produ fluorescent 


lights, primarily for export. They 
worked every dav, including Sundays, 


78 hours a week. Workers who lived in 


the company dormitories were required 
to pay Won 18,000 a month for meals. 
After Chung's outburst during the 
president" s speech, he was called into a 
m rs office. “They said: ‘You 
have been a model worker until now. 
You are not young [I was 30]. If you are 


going to continue this way, i would be 
better for you to leave the NN 
A group of three workers, w 


later grew to 20, started a secret discus- 
sion group to study their rights. &hey re- 
ceived no outside b ee 






not been paid. The Lunar New Year 
was up. Most of us Rad no 
money to visit our parents. We had ío 


choice but to = ý 


Management, police and Labour 
Ministry officials tried to evict the 120 


striking workers from the factory, 
-where they held a sit-in, but the workers 


ed. After a five-day strike, man- 
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turn, cannot afford to pay thei worke 
a living wage. l 

South Korea is clearly a successful 
case of a country which has, through 
. powerful economic growth; reduced Its 
<. d dependence on foreign countries, and 
D the holding down-of labour demands 

has helped that growth: ~ 

But the part f Korea seems to 

have becom m ed up in dug id D 







outh Korean fnr 

“The characteristic aspect. of the 
economy isits dual structure," says Kim 
In Chol, 8 labour activist in Inchon, east 


of Seoul. “The position of South Korea. 


within. the international division of 

labour, and the demands of foreign cap- 

. 4 = ital, forces the state to maintain a low- 
| wage system." 

A reunified Korea, freed from the 
influence of foreign capital, would-not 
exploit workers, the dissidents say. But 
they are hazy. about the details. ° 





“The Korean experience is different . 


from other countries because of the di- 
vision of the country," says Lee. "We 
would like a more idealistic society, 
rather than a capitalist structure. We 
wouldn't go so far as to say we want to 
build a socialist society, because we 
|.don't.have “any experience with a 
. socialist. society. We want a society 
workers and farmers are in 
charge of their own lives, where there is 
| possibility. of equality for people 

* | who dothe work, “she adds.  — 
Tracing the extent of the dissidents’ 


agement agre 

days off for the New Year holiday, in- 

stead of one, and. promised to pay back 
. wages. 


problem for South Korean workers, 
especially at small and medium-sized 
companies. A Seoul newspaper, citin 
an unpublished government survey o 












owed Won 3.7 billion in back wages at 
the end of 1986. The newspaper also 
"said that more than half the companies 


year's holiday, though four days 
now tequired by law.) 


e strike was peaceful, but after it 
was over management and the 
fpolice began an intensive effort to break 
| up the union," Chung said. “It was 
mostly intimidation, with 
eafing at female workers and workers 
being called into management offices 
| ud threatened. 


ce" 









“After the strike, workers worked 


' harder than before. We felt that if pro- 
| fits increased we would get our wages 
| nicki, and oss even get à a 





ied to. lame workers three 


(Unpaid back wages are a common . 


2,900 companies, reported that 85 firms 


surv eyes »allowed less than a two-day 


foremen. 


‘such as reading Chinese characters — 
“necessary to read Korean newspapers 
It also offers skills trai 


or, anisations is noto 


class identity. 


ficially recog 


a result. 


influence i is , impossible. Forn more than a 
| decade they have organised. usually | 
underground or in church-sponsored | 
settings. That work provides strength to | 
the union movement that it did not have - 
during the outbreak of labour unrest | |. 
that followed President Park's assassi- | ` 


nation in 1979. 


The UIM, for example, provides. | 


classes even in non-political subjects 


g, telephone 
ital sei 










counselling and even 
Much of the work of 


it has helped build: 


VICES. 
M and other pe 
political but | 
sense of working- 1j 


. SPEEDED ED RATES 


Workers often form small stady 1 |: 


groups, sometimes led by a more edu- | 


cated worker or university student. 


They study labour law. They also read 
the history of European labour move- 
ments, especially those of England, 
Germany and France. While they say 


that working-class movements in those 


countries do not provide a clear model | 


for South Korean development, they 
have picked up some of the radical 
rhetoric — a mixture of class struggle, 
nationalism, Christian gospel and anti- 
imperialism. 

Labour organiser Kim, for axample. 


engages in "feudalistic practices that can- 
not be regarded as an aspect of modern 


“how individual workers struggle to live 
as God created them," and prayed for 
action “in obedience to God's com- 
mand.” — MW Clifford 


“In May 1985 our wages. for Feb- 
ruary, March and April still had not 


15 days. 


gone to the newspapers, the police, the 


management, We had gone to anyone 


who would listen to our plight. Only after | 


our strike could we get our back pay." 

In this second strike, the workers also 
won the right to have Sundays off and 
the work week wascutfrom 78 to66hours. 
The union was, after some delay, of- 





time union official had access to the com- 
pany's accounting books and the work- 
ers were paid on time. “Then in August 
or September the wages stepped. In 


December we went on strike again.” 


Fourteen workers were arrested in 


them, including Chung. went to jail as 


months in prison. When he was re- 
leased, the company was no-longer in 
business. ! 





complains that South Korean industry - 


capitalist society." A labour seminar at 
the Inchon UIM began with a call to see - 


“We had reached. this point only i: 
after we had tried everything. We had | |. 


December when they held a sit-in at a 
government office in Seoul. Two of | 


. — Mark Clifford. 
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been paid. We had another strike, a sit- - 
in in front of the factory that went on for 


Ministry of Labour and. the company | 


ised, Chung said. A full- | 


He served fosrapé xia. 
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Shaking up the generals 


Prem plans to leave redundant Supreme Command posts vacant 


By Paisal Sricharatchanya in Bangkok 


our months ago, Prime Minister 

Prem Tinsulanond openly voiced his 
appreciation for the armed forces' sup- 
port which, he said, had helped keep 
him in power for the past seven years. 
But now, that cosy relationship may be 
souring. 

Prem has proposed a further stream- 
lining of the Supreme Command, which 
would in effect kill more promotional 
prospects for many senior officers in the 
army, air force and navy. The move, 
coming on the eve of Thailand's annual 
military reshuffle, has kicked up a storm 
of controversy among the military's top 


- brass. During last year's reshuffle, the 


three positions of deputy supreme com- 
mander, which traditionally go to four- 
star generals from each of the three 
armed services, were left vacant. 

At Prem's behest, Defence Minister 
Paniang Karntarat broached the latest 
streamlining proposal on 20 July at a 
closed-door meeting with the armed 
services' chiefs. The plan suggests leav- 


ing various, largely ceremonial Sup- 


reme Command posts vacant in the Sep- 
temper reshuffle. This is seen by some 
observers as. another step in a long- 
term plan to trim fat from the com- 
mand, which the Bangkok press refers 
to as a "graveyard" for retiring gene- 
rals. 

. Public criticism of the proposal by 
two of the military's top four — navy 


—--commander Adm. Thada Ditbanchong 


dnd supreme commander Adm. Supha 

aseni, both due to retire at the end 
of September — set the stage for a con- 
frontation. The, air force commander, 
Prapan Dupatemiya, has made no com- 
ment on the issue. 

Some tehsion over the issue was 
eaged when influential army command- 


' ey Gen. Chaovalit Yong¢haiyut stated 


on 14 August that he supported Prem's 
guidelines for change. But the 55-year- 
old Chaovalit, who is regarded by many 
as a potential successor to prem, added 
that changes should come gradually. 

Chaovalit’s. compromising | stance 
came three days after a widely publi- 
cised statement by Supha suggesting 
that the entire military leadership was 
opposed to the guidelines since they 
would only add to a promotion log-jam 
at the top tier of the three armed ser- 
vices and demoralise senior officers 
waiting for more rank. Supha said he 
would ask Prem to reconsider the plan, 
adding that he could not predict what 
would happen if his plea was rejected. 

Although the exact shape of the cur- 
rent proposal has yet to emerge, it is 
understood that it will leave the sup- 
reme commander post — as well as the 
three deputy supreme commander posts 
— vacant after Supha's retirement. This 
would leave the Supreme Command's 
armed forces chief of staff to coordinate 
joint armed services’ action on such 
matters as procurement, training and 
intelligence. 

Supha said that since the supreme 
commander post is legally vested with 
specific responsibilities, a caretaker, at 
least, should be appointed to succeed 
him in the post. Chaovalit took the same 
position when speaking at a subsequent 
forum on 15 August, noting that the 
supreme commander is in charge of na- 
tional peace-keeping and that the armed 
forces chief of staff cannot fill this role 
unless he is authorised to do so by the 
supreme commander. 

Prem's proposal would also leave 
vacant an as yet unspecified number of 
other "inactive" positions. Supha indi- 
cated that at least*27 four-star generals 
would be affected. 


Paniang told the military'chiefs dure 
ing the 20 July meeting that the changes 
are a policy matter endorsed by Prem 
and that Paniang, as defence minister, 
would be fully responsible for any con- 
sequences. 

eaving posts unfilled requires only 
a simple amendment to Defence Minis- 
try regulations. But to abolish them al- 
together would entail changing the law 
governing the agency's structure, a 
time-consuming process involving par- 
liamentary approval. This cannot be 
achieved in tire for this year’s reshuffle. 


Av to restructure the Supreme 
Command arc not new. Former sup- 
reme commander Gen.  Saiyud 
Kerdphol won the prime min$ster's ap- 
proval for such a change as far back as 
1982, but his plan was never carried out. 
At the time, however, Saiyud appointed 
the commanders of the three armed ser- 
vices to act concurrently as his deputies. 

Saiyud proposed that following his 
retirement in 1983 the supreme com- 
mander post, his three deputies and a 
long list of redundant posts attached to 
the Supreme Command and the sup- 
reme commander's office, be left va- 
cant. All these posts. are held by major- 
generals and above. 

"The supreme commander post is 
vital when the country is at war, but not 
during peace time. The proliferation of 
the various jobs for generals, created 
during the Thanarat Sarit regime [be- 
ginning in the late 1950s], have besame 
redundant. We should adapt to the 
changing situation, by streamlining ths 
agency and making it more efficient as.a 
coordinating body," Saiyud had said at 
the time. 

Another attempt at streamlining the 
command was made by Saiyud's succes- 
sor, Arthit, but it too got nowhere. 
Sources said that at Arthit's instruction 
Gen. Banchob Bunnagthe, military 
chief of staff at the time, conducted a 
comprehensive study of the command 
structure with the view of replacing the 
supreme commander post with a US- 
stvle joint chiefs of staff chairman. The 
idea was dropped after the US sys- 
tem was deemed unsuitable for Thai- 
land. 

So what has motivated Prem to push 


for change again? Analysts culate 
that Prem's plan may be design r 
Chaovalit from concurrently holdin 


the supreme commander and army 
commander posts. Given the ndNy and 
air force commanders’ impendin? rę- 
tirement, the most likely candidate fo 
supreme commander, in terms of 
seniority, is Chaovalit. 

One Western military-affair* spe- 
cialist commented: “Despite their appa- 
rently close relationship and despite 
Chaovalit's often-repeated promise to 
step down from the army next year, 
Prem may not feel entirely comfortable 
with Chaovalit becoming too powerful 


, [during his last year in service}.” o 
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Some people say it s the 
business facilities, others 
say it's the 23 acres of 
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PHILIPPINES tence on a plebiscite as a precondition - 


for legislation of formal autonomy, con- * ` | 
vinced the MNLF to say no. : 


The plan that never was 


Muslim separatists rejected autonomy offer by Aquino 


By James Clad in Manila 


n a secret move, President Corazon 

Aquino took a bold — but never-to- 
be-implemented — decision aimed at 
solving the southern Muslim rebellion. 
After a day-long a 21 July, she 
a the transmissiefh of a peace and 
autonomy offer to her Moro National 
Liberation Front (MNLF) adversaries, 
who, days later, rejected her plan to 
decree a M)-province "regional execu- 
tive council" in the Mindanao area. 

Most of the government's key ad- 
visers, including the chief official 
negotiator Emmanuel Pelaez and 
armed forces chief of staff Gen. Fidel 
Ramos, attended the 21 July meeting. 
Sources close to Aquino said the presi- 
dent approved, after some hesitation, a 
draft executive order which would have 
been issued just before the new Philip- 
pine Congress met on 27 July — the last 
date Aquino was able to issue decrees. 

In 10 formal and additional informal 
sessions this year, panels from the gov- 
ernment and the MNLF have failed to 
agree on a formula for autonomy to end 
the 16-year-old Muslim rebellion, which 
took a heavy toll of lives during the earl 
1970s and has remained a festering, if 
"Tess intense, problem since then. 

The gist of Aquino's draft order was 
the merger of two still functioning but 
largely symbolic “autonomous regions" 
created in Mindanao by former presi- 
dent Ferdinand Marcos. He set these up 
after signing the 1976 Tripoli Agree- 
ment, promising far-reaching Muslim 
autonomy to end the revolt. 

Aquino's draft order would have 
given a supervening 11-member coun- 
cil, headed by a chairman and two vice- 
chairmen, the right to remain in office 
"until the officials of the Muslim Min- 
danao Autonomous Region, to bé 
created by an organic act of congress, 
shall have been appointed." 

The list of council functions in the 
draft order included some apparently 
genuine surprisingly wide, powers 
o . The planned council was to 

ve "supervised" a cash-collecting 
bureau controlling the Muslim pilgrim- 
age. Amother plum would have been 
supeWision of the Southern Philippines 
jevelopment Authority, in recent 
months allegedly subject to influence 
from Aquino's immediate family — 
especiflly from her sister-in-law, Mar- 
garita 'Tingting' Cojuangco. 

There would have been other 
sources of money. The draft order 
would have given the council the right to 
receive directly foreign "grants, dona- 
tions or gifts" a phrase, sources said, 
that envisaged direct financial aid from 
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the Organisation of the Islamic Confer- 
ence (OIC), in which the MNLF has ob- 
server status and which is à signatory to 
the Tripoli Agreement. 

The draft order would also have 
transferred to the council all money 
going formerly to the two regional “au- 
tonomous governments.” In addition, 
the new region would have received “at 
least 50%” of taxes generated within the 
10-province area. 

ese were major, even rey: con- 
cessions for Aquino to make. But the 
draft decree went further still. Govern- 
ment sources said the words “a regional 
security force shall be organised to assist 
in the defence and security of the re- 


gion" had been inserted in the draft — a 
reference, the sources said, to a new 
role for some, or most, of the MNLF's 





erillas. The Armed Forces of the 
hilippines (AFP) says there are about 
15,000 of these; the MNLF claims more. 

Although ra pate draft decree in- 
cluded safeguards enabling her :o “sus- 
pend the effectivity of any order, deci- 
sion . . . plan or programme of the Re- 
gional Executive Council,” the govern- 
ment on 23 July assured the MNLF 
team in Jeddah, Saudi Arabia, that she 
would exercise these sparingly. 

But the draft order's silence about 
who would receive presidential appoint- 
ment to the proposed council also wor- 
ried the MNLF panel, though the tran- 
scripts show the talks did not directly 
traverse the issue. Most cf all, the re- 
striction of the decree’s ambit to just 10 
provinces — the Tripdli Agreement en- 
visaged autonomy for 13 — and its insis- 


The MNLF's rejection of the offer «| p 


has caused anger and dismay Sr 
some of the group's friends in the OIC, 
which includes three of Manila's five 
partners in Asean — Brunei, Indonesia 
and Malaysia. 

The Indonesians are perhaps the 
least dismayed. Their approach to the 
Philippine Muslim issue, based on their 
own historical experience, has never 
favoured the creation of pockets of au- 
tonomy that might detract from overall 
national integrity. The Malaysians, 
more comfortable with federal or de- 
volved powers, had urged MNLF chair- 
man Nur Misuari to accept Aquino's 


plan — as have some of Misuari's men- | 


tors in Pakistan and Saudi Arabia. 


In the Philippines political context, | 


Aquino felt she had gone about as far as 
she could go in giving the MNLF a 
"home" where it could wait for the con- 
gress to pan, as it is constitutionally 
mandated to do, an “act of autonomy 
for “Muslim Mindanao.” When Pelaez 
returned home, he told the president 
that the MNLF ij Nags must be taken 
as reflecting a cooling of interest in gain- 
ing autonomy — rather than the goal of 
independence pursued until it was re- 
nounced by Misuari at a January meet- 
ing with Pelaez’ predecessor, former 
local government minister, and now 
senator, Aquilino Pimentel. 


aj.-Gen. Cesar Tapia, chief of the 
AFP's Mindanao-based Southern 
Command, is thought to take a dim view 
of the latest Aquino plan. So do other 
senior AFP officers. The last-minute 
draft decree amounted to the last 
chance for unilateral presidential action 
before congress stepped into the pic- 
ture. MNLF-led autonomy remains 
anathema to most legislators, including 
those from predominantly Christian 
areas of what the MNLF describes as its 
Bangsa Moro homeland. Hence the 
sense of a lost opportunity. 

The Philippines' 5-7 million Muslims 
have been promised autonomy, as have 
the smaller numbers of tribespeople in 
northern Luzon's Cordillera region. In 
the latter region, Aquino has alreagly 





signed a decree establishing an interim 


regional council. This served as a mode 
for the draft order rejected by Misuari, 
whose advisers may have sought a 
tougher settlement. 

The Philippine Government, how- 
ever, must share responsibility for the 
latest disappointment. Some shooting 
occurred between the MNLF and the 


AFP in the Zamboanga area just - 


before the 23 July Jeddah meeting. To 
make matters worse, a3 telegram ex- 
pressing the president's condelences for 
the incident took three days to reach 
Misuari in Jeddah — a result, said, 
of infighting between the president's ad- 
visers and the foreign Ministry. 
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P |- Fast-forward reforms 


Promises by ‘interim’ premier, still there after three years 








By Car! Goldstein in Taipei 


a Premier Yu Kuo-hwa may 
be more surprised than anyone else 
to still be in office, more than three 
years after President Chiang Ching-kuo 
shocked the Taipei political world by 
picking him to head the government. 

At the time, analysts called the selec- 
tion of the president’s long-time finan- 
cial adviser and central bank governor 
an interim choice intended to mark time 
until a younger, more dynamic candi- 
date could be found. But Yu, who is 
now 73, has demonstrated better stay- 
ing power than many had expected. The 
reason is simple: he has retained the 
confidence of Chiang, 77, with whose 
family he has been closely associated for 
more than 50 years. 

Despite his reputation for conser- 
vatism and resistance to change Yu has 
presided over a period of unprece- 
dented reforms in political and econo- 
mic policy. Last month the authorities 
simultaneously lifted martial law and 
most foreign-exchange controls, both in 
effect for four decades. 

Political life has become far more 
open during his term in office. The gov- 
ernment has allowed the a 
Democratic Progressive Party (DPP) to 
function with little restraint, though it 








still lacks the authorities’ formal recog- 
nition. Strict press limits have been re- 
laxed, and the lifting of the ban on regis- 
tration of new newspapers — expected 
before the end of the year — will 
breathe new competitive life into the 
media. 

In an interview with the REVIEW on 
15 August, Yu emphasised his govern- 
ment's commitment to further political 
reforms. He said new legislation would 
be put before the Legislative Yuan this 
autumn with the aim of permitting the 
emergence of new political parties. He 
also called for the pace of reform to be 
stepped up still further. 

Yu reiterated Taipei's long-standing 
official rejection of Peking’s offers for 
open commercial and communications 
links between the rival regimes and 
sought to play down the significantly 
wider contacts his government now tol- 
erates. 

Solid support from “the highest au- 
thority,” as Chiang is often called in 
local press commentaries, has enabled 
Yu to survive politically, despite 
periodic upheavals and pressure on the 
president to replace him. One of the most 
serious episodes occurred in the latter 
part of 1985. The country had been 
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racked by a succession ‘of findncjal 
crises, industrial accidents and a seriops 
economic downturn. 

The result was that even long-stand- 
ing supporters of the Kuomintang (KMT) 
began talking of a "crisis of contidenct! 
in the pent Yu became'a lightn- 
ing rod for dissatisfaction with the gov- 
ernment, the most obvious symbol of a 
regime seemingly locked in the past. 
This was despite his best efforts, helped 
along by a pliant media, to project a 
more human, populist, image. 

Early 1987 saw another upsurge in 
criticism of hisSaandling of US-Taiwan 
trade frictions. Taipei's backtracking 
from commitments made to US trade 
negotiators led Washington to threaten 
retaliatory action on severaPoccasions. 
Critics charged Yu with a failure of 
leadership for not forcing agencies 
under his direction to make changes 
until the last moment. The result often 
was that concessions were made, but in 
a fashion that aroused maximum irrita- 
tion among administration officials and 
gig roni in Washington. 

uling party legislators, prominent 
academics and newspaper editorials 
also attacked him for failing to push 
Chiang's political reforms through the 
bureaucracy with sufficient energy. 

A common theme running through 
criticisms directed at Yu is that his poli- 
tical style and instincts are better suited 
to the sober world of finance than to the 
more open politics of modern-day 
Taiwan. Furthermore, his heavily ac- 
cented Chinese — like the Chiang fami-~ 
ly, he isa native of Zhejiang province in , 





Standing firm on liberalisation 


n 15 August Taiwan Premier Yu 

Kuo-hwa granted an interview to 
REVIEW correspondent Carl Goldstein. 
The following are extracts from the in- 
terview: 


In the political sphere, what further 
concrete steps will be implemented fol- 
lowing the lifting of martial law? Is there 
a timetable for further reforms? 

The implementation of constitu- 
tional democracy is the set objective of 
the Republic of China. Although at pre- 
sent our country faces a military threat 
from Communist China, the ROC gov- 
ernment is putting its fullest efforts into 
working toward greater democracy and 
more openness. Since the lifting of the 
Emergency Decree, the Executive 
Yuan has begun its work on the drafting 
of a “Law on the Organisation of Civic 
Groups" and "Law on Assembly and 
Parades." When the final draft is ready, 
it will be sent to the Legislative Yuan for 
deliberation and completion of the 
legislative process. 

This new legislation will provide 


legal guidelines for the establishment of. 





new political parties and for public as- 
sembly and marches. At the same time, 
the ROC government is going to allow 
the registration of new newspapers and 
other related measures, in hopes that it 
will help raise the ROC news media to a 
new level of development. In a word, 
the government's resolution to imple- 
ment reform is firm, and we maintain à 
positive attitude. 


any lessons for Taiwan, either positive 
or negative? x 
As is well known, the consiste goal 
of the government and people of 
Republic of China since the founding o 
the Republic has been the establish- 
ment of a modern, democratic nation 
under the Three Principles of the Peo- 
pe Based on this stable foundation, we 
ave recently implemented a series of 
political reform measures. They can be 
described as a planned, orderly, self-ini- 
tiated political programme that is an 
outgrowth of the level of progress the 
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| | ; it diffi 'ult for 
many young people to understand him. 
This has become yet another mark of his 
alienation from Taiwan society. 

Yu himself would not claim to be 
the motive force behind the reforms. 
Rather ‘his role has been that of 
Chiang's loyal aide. After Chiang 
launched a series of political reforms 
more than a year ago, seeking to put the 
government and ruling party more in 





tune with Taiwan's rapidly evolving so- 
it was. 





ciety, 


Yu's job to implement 
those p policies. © 





| è previously-took the blame 
for many things over which he had no 
control. So it is perhaps fair he should 
get some credit when events develop in 
a more faveurable direction. 


Y: s insistence on the KMT's so-call- 
ed “Three Nos" policy — no con- 
tact, no negotiations, no compromise 


| with the communists — seemed in- 


‘ne, 


|l toga 






; oy n 


tended to obscure the vastly more re- 
laxed attitude in Taipei these days to- 
wards contacts with the mainland. The 
government has won praise for its prag- 
matic willingness to widen the bounds of 
allowable contacts, even as Yu and 
other leading government and party of- 
ficials continue to publicly reject the no- 
tion that the “Three Nos” policy has al- 
ready moved far from its starting point. 


Scholars are now routinely permit- 


ted to participate in international con- 


ferences with their mainland Chinese 
counterparts. The Government Infor- 


“mation Office is instructing local pub- 


. lishers. the 


to protect copyright 


ROC itself has reached; they are unre- 
lated to events and circumstances in 
other countries. 


Recently there have been many calls 
from scholars, KMT legislators, and 
others to ease restrictions on family 
visits and other contacts with the main- 
land. Does the government contem- 


"E a c changes in its current policy? 


hinese Communists are engag- 

e i in a propaganda | campaign of 
“peaceful reunification.” However, be- 
cause of our insistence on “no contact, 
no ne sales no compromise,” " their 
opportunity for success. 
LIA «t since turned to the round- 
ut strategy of putting pressure on the 






ROC government to engage in negotia- 


tions ami make concessions via appeals 
citizens . . . In view of the current 
Plitical situation and the conspiracies 


Of the Chinese Communists, we as yet 


have no plans to remove restrictions on 
ROC cRizens travelling to the mainland 
to visit relatives, or other related restric- 
tions. 


* 





Will the lifting “of most T 
change controls be effective in limiting 
the growth or reducing Tawa: s 
foreign-exchange rese ? 





phase is "liberalisation" and * 


: privileges of mainland Chinese authors | 


whose works are reprinted in Taiwan. 
The Taiwan Government has signal- 
led its intention to refrain from enforc- 
ing laws against family visits to the 
mainland by Taiwan nationals. Re- 
cently, the domestic press has been full 
of reports of further impending changes 
in the government's policy regarding 


contacts with China. On 13 August, the 
usually well-informed United Daily 
News — published by KMT central 


With the relaxation of restrictions on 
capital taken out of the country, growth 
in the ROC’s foreign-exchange reserves 
will of itself taper off, or may even begin 
to decrease. 


Could you describe the main direction 
or focus of the government's economic 
policy? Will further referms in the 
financial/banking structure be im- 
plemented, and if so, what are they? 


The basic direction of the govern- - 


ment's economic policy for the current 


nationalisation." Its goal isto create for 


our people a fair and competitive envi- 


ronment for economic activity. It is 


will help strengthen the eccnomic struc- 
ture and expand the range of economic 
activity. 

Regarding the source of economic 


| growth, in particular the aspect of sup- 


ply and demand, growth of domestic de- 
mand and growth of foreign demand 
will be our primary focus, and growth of 
foreign demand our secondary focus. 
Regarding promotion of foreign eco- 


‘nomic relations, we will maintain an ap- | 
i EE growth rate in exports, deeply | 


slash import tariff rftes, and reduce 
| non tarts fimpar h restrictions in order to 


standing comm 


away from the "Three Nos." 


| political reforms would go forward at a 


promises. Chief among these is how to 
|| rejuvenate the parliament. 
| tional Assembly and Legislative Yuan . 


an even development of trade. At t 


to strengthen substantive foreign 


‘rapid response to economic chan 
| in the areas of lowering ir 


nter- - 
two new government. agencies 
| been established, the Labour € 
“sion and the: Department of: 
hoped that the element of competition | 
are certain to make positive con 


" vironment. 


Bank of China are currently making | 


draft proposal on how tq relax re 

















































wu — said the authorities would 
family visits under controlled 
cumstances. 

A possible method for deiiling: w 
the problem was found in another pr 
commentary appearing the same da 
by Chiu Hungda, a Chinese-Amerk 
academic whose views are often close 
liberal KMT thinking. He suggestec 
government pass a law regulatin 
vate exchanges between Taiw: 
China. His proposals include 
Taiwan nationals to visit family 
for up to two months; letting 
from both sides visit the other 
search purposes, including partic 
in academic conferences, and pei 
ting a certain number of people fro 
China to visit or even settle pei 
nently with their relatives in Taiwan 

If Chius comments went bey 
what the government is likely to allow 
the near future, his views were indi 
tive of the growing pressure on the a 
thorities to move even more decisivel 


Yu's insistence in the interview tha 


even faster pace leaves unsettled so 
difficult questions the KMT must face i 
the near future, if it is to deliver on it 


The Na- 


are now starkly split between a minority - 
of representatives elected in Taiwan 
and the decrepit majority, who still cling 
to the notion of representing mainiatie 
constituencies. | 


increase imports, and thus to promot 
same time, we will continue to encoi 


age foreign investment in Taiwan, 
ROC citizens to invest directly abroad 








tions, and increase our capabilit 


The government has i 
indisputably made significa 


removing non-tariff barriers to 
and relaxing restrictions © on 
change and investment. li 





mental Protection. These new a: 


tions to the safeguarding of labou 
terests and protection of the natural € 


Regarding financial reform, th 
Ministry of Finance and the Centra 


comprehensive study and preparing : 


tions on the establishment. o fir 
institutions arid on me 
tivity, as a follow: 
laxation in | 

tions. 





































By Emily Lau in Hongkong 
Hongkong Government working 


| group is proposte an amnesty = 
embers of the disciplinary forces, i 






unce their links to triads. 

The move follows a 1986 govern- 
nent proposal to set up a scheme of 
triad renunciation" to encourage re- 
actant triad members to sever their 
nks with criminal societies in an at- 
*mpt to reduce the influence and 
ower of the criminal gangs, which 
ave penetrated much of the com- 
unity. 

A working group on gangs, which 
Is under the Fight Crime Committee 
FCC) and is headed by the Secretary 
or Security David Jeaffreson, recently 
ecided that the disciplinary services 
— police, fire services, customs and 
xcise, immigration and correctional 
services — should not be excluded 
from the scheme. The magnitude of 
triad infiltration in these departments 
is not known, but the problem is gen- 
erally accepted to be very serious, par- 
ticularly within the 25 000-strong 
police force. 

Legislative Councillor Ho Kam-fai, 
-a member of the working group, said 
. the disciplinary services must not be 
< excluded if the government is to clear it- 
'; self of triad infiltration. It is understood 
that some of the disciplinary services 
have resisted the idea of being included 
. in the programme because, they say, it 
. might give the impression that they 
harbour triad elements. However, the 









































Forgive and forget 


Amnesty may be offered to triads in government 
uding the police, who agree to pes 


 amnesty. In November 1977, then gov- 


would be granted. 


government insists all the services 
have now agreed to the proposal. The 
police declined comment on the sub- 
ject. 

If endorsed by the FCC and ap- 
proved by the Executive Council (Exco, 
the government’s policvmaking body), 
it would be the second time in 10 years 
that the police force has been offered an 


ernor Sir Murray MacLehose granted a 
partial amnesty to policemen for cor- 
ruption offences committed before 
1977. This followed a revolt against in- 
vestigations into police corruption by 
the Independent Commission Against 
Corruption. | 

It is an offence against Hongkong's 
Societies Ordinance to claim to be, or to 
act, as a member of a triad society. This 
carries a fine of HK$2,000 (US$250) 
and a three-year jail sentence. Penalties 
for subsequent convictions include a 
HK$5,000 fine and seven years' impri- 
sonment. 

Under the proposed scheme, triad 
members could apply to sever triad links 
which, under the law, are considered to 
be for life. If an individual's application 
to sever triad links is accepted, an inde- 
finite stay of prosecution for such links 


Assistant Secretary for Security 
Jonathan Mckinley stressed that this is 
not a chance for criminals to get off as 
offences other than that of being a triad 
member will not go unpunished. He 
said the scheme is not aimed at hard- 


Men aya "youth. w is under- 


stood that more than 60% of the young 
inmates in Correctional Services De- 
partment centres have a affilia- 
tions. 

Mckinley said a bill was being 
drafted and would be submitted to Exco 
later this year. If accepted, the triad re- 
nunciation scheme will be implemented 
for one year on a pilot basis. 

Under the scheme, a panel would 
be set up to vet and approve applica- 


tions, and there would be no appeal 


against its decisions. The panel would 
consist of members appointed by the 
governor and would have access to 
police records and intelligence re- 
ports. The working group has suggest- 
ed that the panel should have admini- 
strative rather than judicial powers, but 
should be headed by a principal magis- 
trate. 

Strict confidentiality would be main- 
tained. Names of people who have re- 
nounced their triad membership would 
be disclosed only to the courts and to the 
police if required. The working group 
decided that information and intelli- 
gence obtained during renunciation 
hearings should be made available to 
specified senior police officers, thou 
the group admitted that this would dis- 
courage some people from coming for- 
ward. 

Anyone can apply under the scheme, 
including convicted triad members from 
the rank-and-file “blue lanterns” te- 
high-ranking “dragon heads.” The 
panel would decide whether the'appli- ` 
cants are sincere or merely want to es- 
cape prosecution. Applicants would be 
assured that the information supplied 
would not be used against them for any 
prosecution under the Societies Ordi- 
nance. Oo 
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e THERE'S nothi hey say in the 
trade, that sells a book like trying to 
i then I posted off 
egged. copy of 

es Eo ‘candid au- 
tobiography" 
of the Briti 
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Wight ‘all pes 
7 the is d 







ept in leg-irons). 

AS everyone in and out of jail must 
know by now, Wright claims that his 

former MI5 boss, Sir Roger Hollis, was 


a career agent of the Soviet KGB. Hollis | 


embraced Marxism, Wright says, in 
Shanghai in the 1930s, returned to Bri- 
tain and on Russian orders had joined 
MIS, where, he moled his way right to 








the top. anda ind of godfather 
for the flock of indermoles who have 
been surfacing ince. 


Treason, however, was only of Hol- 
lis’ failings. ‘According to Wright, his 
| boss, now deceased, was also “dour and 
uninspiring,” had an “off-putting au- 

horitarian manner,” was sleeping with 


his secretary, dressed dowdily, lived ina - 


drab flat without any books, drank too 
tnucli, told filthy jokes and was appa- 


rently not much fun to be near. "I must 


confess," says Wright, letting it all hang 
out, “I never liked him.” : 
Office politics can, we all know, get 
pun savage, and this seems true on 
oth.sides of the spying street. When my 
Tokyo. e nae Capt. Stan Lev- 
| chenko defected, he too complained to 
: a US Congress committee that his KGB 
boss had blocked his promotion to 
| major, cancelled his holidays and tried 
| to get him to spy on his colleagues at the 
| office; a thing, apparently, no decent 
Spy y would ever stoop to. 
€ IT is clear from his book that Wright 
| was fighting, as well as the Cold War, 
his -owp private class struggle, Bri- 
_jshresfyle. Hollis, he discloses, was 
a “public-school man, meaning (for 
non-British readers) someone who 
spea s with an upper-class accent 
y says things like “play cricket, 
haps.” 
So. were they all, says Wright, Guy 
Burgess, Donald Maclean, Kim Philby, 
Anthony Blunt, all. traitors with “pub- 








» could. not t afford 










tp acc B British law- oe | 


large collection of al- 


| happy folk. 


| fessions, of course, take 
their toll. W. B. Yeats : 
"wrote (not that poets can - 
point the finger) of . | 
lad witha fine fly- fisher’ S 


ken journalist . 
. counter-spying, moling and molehunt- 
ing seem to impose a. greater strain 





hool vowels. " Wright, on the other - 
| ugh«no fault of his own, did. 
d a public C gale His father, a 


keeper of Queen Elizabeth's art collec- 


tion — during an interrogation. “I re- 


member my father driving himself mad 


with drink because he couldn't get a job. 
I remember losing my education, my 


.| world. everything. I know all about the 


thirties . 


| Wright s charges against Hollis, it 
seems, 
, | of a lifetime. “. 


bristle with the resentments 
I had faith in 
his treachery; as another man might 


have faith in. God, or Mammon,” he | 


writes, adding that “one man's view, 
as I now realise, is in the end worth- 
less. 


“Only facts will ever clear up the eter- 
nal mystery." 
is cold: “It was all old, tco old, ever to 
| find the truth.” Why, then, rake it all up 
“now, we might wonder, when it also in- 


' But the trail, he concedes, 


volves disclosing whatever secrets poor 
MIS might still have left? 


e WRIGHT'S suspicions, it seems, 


soured his whole career. It began in 


gladness: “For five years we bugged and 


| burgled our way across London, while 


pompous bowler-hatted 
civil servants in Whitehall 
pretended to look the 
other way” — and ended 
when Wright’s “health 
was bad, my pension de- 
risory, and I was on the 
losing side." In fact his 
book names an unusually 


coholics, homosexuals, 
suicides and other un- 


_Even the noblest: pro- 


.A 


wrist, Turned to a. drun- Meere 
.. But spying and 


than most. Is it the business, I won- 
der, that does all this psychological 
damage, or is there already something 
odd about the people who are drawn to 
it — something more than adventure 
and patriotism? Do they in some bizarre 
way need the secret life, the daily 
deceit? 


© TWAS meditating along these lines 


when I noticed a small detail in Wright's 
description of himself: he has a life-long 
stammer. So, I recalled, does my friend 
Kim Philby, with whom I once discussed 
many of these issues in Moscow. 

. A possible clue here to the Spy ing 
personality? Wright's very first MIS 
job, I discovered, was to bug Philby 
while the latter was, untruthfully of 
course, denying that he was a KGB 
agent and simultaneously head of the 


| anti-Soviet section qf MI6, the sister 
service of MIS. Wright never interro- 
‘gated Philby, e or vice-versa, 3, which might 


| dialogue of 





AUSTRALIAN ASSOCIATED PRESS communism and fa 


ST uae had the i impression som 
| higher up in the British Secret Se 
| was guiding my career there,” 
| me, so maybe Wright is not altog 
| wrong, after all. Or maybe Philb: 
| laying yet another false trail tom 
| MIS molehunters. | 
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bility of serialising. his book, M) 


_the laundering of the paymen 
and other matters of prof 


; tives. SE was. a ‘str | 
tion agent," 


belong, and I. n X 
young. people beca 1 1e 
| the early. thirties > 
case is hp re i 





 ropos of nothing Philby. ask 
| *When's | -your birthday, Kan 
. January." : 
|, Never had a b-b-birthday party, 
| "Never." “Well, I suggest we have: 
| birthday v-vodka right now.” ` 
| € YEARS later, 
| talking about Kim with a mutual frien 
t Clare Hollingworth, the intrepid lad} 
| historian and war correspondent. 

| must say I was shocked to hear that Ki 
| was a KGB agent,” said Clare. “Talw 
| rather liked him. We had a small t 

i one of those silly little thingf: 
| people together.” “Oh?” “We hav 
| same birthday." "When's your 
; day, Clare’ | 
: | When' s yours 
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he told me ( 
stammer). “To betray yo 


‘Over many erything el Kim said tha 
- foresaw the coming struggle as betw 
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his allegiance. ‘Eve hin 
else, covering the Sp 
| Civil War for the Times 
moling in MI6, passi 
secrets. to Moscow. as 
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work) are rather 4 li 
ent. se 
|. But public schools c 
` tainly teach loyalty 
_.4 Kim's was at leas 

possible. interpret: 
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f hen Asean heads of government 

meet in Manila for their summit in 
ember, one of the agenda items will 
the question of how to reinvigorate 
"relations with industrialised coun- 
Since Asean representatives first 
with the European Community 
) in 1972, they have been conscious 
enefits which might come from a 
| relationship with the major trad- 





objective of this ` ‘dialogue pro- 
was mutual understanding of each 


tions to common economic prob- 


^Making a united approach to 
 industrialised powers was an 


Bangkok Declaration — the 
nding of Asean — but adopted at the 
ean summit of 1976. 

—. By the next year, seven major free- 
market countries and organisations had 
been co-opted-as dialogue partners: the 
EC, the UN Development Programme, 
Australia, Canada, New Zealand, 
Japan and the US. 


of ered several million US dollars for 
egional development, 
oreign ministers conferred with then 

president Jimmy Carter’s cabinet in 
Washington. Discussions since. have 


doomed unless drastic revisions are con- 
sidered. 


eive credit for determining the format 
ind content of the dialogue process but 
ts implementation simply went out of 





ramework now includes an Asean 
coordinator country which is the initial 
tact for a dialogue partner. In addi- 
, there are a plethora of other meet- 
x within the Asean structure. At the 
ex of the hierarchy are the meetings 
ween Asean foreign ministers and 
eir counterparts from the dialogue 
ountries. Public contacts are matched 
jy the private sector in the form of busi- 
iess councils. 


all these arrangements that diffusion 
can lead to confusion. No doubt, there 
-is symbolic benefit for Asean to have di- 
-rect access to decision-makers in indus- 


tion of representat 
Asean member states to over 100 an- 
‘nual consultations is largely limited to 
he travel industry. 















Asean dialogue needs 
lore action, less talk 


s economic policies and to seek 


thought. It was not included in the | 


A high point in dialogus activities. 
s reached in the late 1970s, when then 
apanese prime minister Zenko Suzuki 


and Asean 


been disappointing. The future is 


‘Asean foreign: ministers: should té 


ontrol. Form overtook substance. The 


It can be seen from the structure of | 


‘trialised nations. But the material bene- 
fit from, th busy international circula- | 
ives from. the ‘Six, 


Other impediments abound. When 


Japan talks with Asean, it has to deal 
| with each member state separately be- 


cause the organisation lacks a legal, cor- 
porate personality. For this reason, 
bilateral contacts with Thailand have 
been more productive than collective 
negotiations with Asean, to take one 
example. 
Periodic forums also tend to dupli- 
cate. The last US-Asean forum, in May 
1986, had an agenda of 14 major items, 


14 sub-topics divided into a further. 49 


sub-topics and another 10 listings below 
this category — all to be covered. in a 
two-day meeting. 

Asean usually Pu an extended 





Asean meeting: room for improvemen 


list of. development projects for which 
external funding is sought, but whose 
regional characteristics are often doubt- 
ful. Asean rules decree that local con- 
tributions should preferably be non- 
existent and foreign donations should 
not detract from bilateral assistance. 
Industrialised countries have been 


willing partners in this charade of mini- | 


mal achievement but maximum expo- 
sure. They want to be linked to Asean's 
economic potential, but frequent lack of 

a long-term perspective produces hesi- 
tant and low-key efforts. While the six 
Asean member states and seven 
dialogue partners are wrestling with 


| Hans Indorf is a research fellow at 
. the Resource Systems Institute of 


the East-West Centre in Honolulu, 
Hawaii. . 
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each other's misgivings, the deniasid for 
participation in the process has not re- 
mained stagnant. India sought an affili- 
ation in 1978, but talks were suspended 
when New Delhi recognised Cam- 
bodia’s Hang Samrin regime. — — 

. South Korea's 1978 approach was 
also rebuffed, and a renewed inquiry in. 
.1982 was no more successful. To 
everyone's surprise and consternation, 

the Soviet Union asked for formal talks 
in early 1987 tp establish dialogue 
status. But it is doubtful that Asean will 
accede to the request. 

The dialogue process has became 
too cumbersome — politica) content | 
outweighs economic cooperation — and 
.the structural maze will have to be 
simplified to increase effectiveness. 
What fresh ideas can be injected into 
the process? Here. are some sugges- 
tions: i 
» Discontinue the dirsi forum. At- 
tended by second-echelon officials with- 
| out authority to make final decisions, 
the forum has just become one more 
| superfluous layer for additional consul- 
tation. Its functions could be conve- 
niently redistributed to Asean ambas- 
sadorial committees in the capitals of 
dialogue partners and to the post- 


| ministerial meetings for subsequent po- 


licy decisions. Eliminating the forum 
| would not cause any damage to the pro- 
| cess. On the contrary, it would be more 
efficient and cost-effective.” | 
» Separate policy from project consid 
i eration: The dialogue ^ with indus- 
trialised countries should not be squan- 
dered on technical discussions of rather 
specialised developmental projects. 
Their management should be left large- 
ly to Asean. Periodic progress evalua- 
tions can be prepared by the embassies 
of dialogue partners in the countries 
where projects are located. Emphasis 
| on decentralisation’ can save money, 
time and frustration. _ 
» Create an Asean development fund. 
The millions of US dollars contributed 
annually by. dialogue countries for 
Asean development are usually ad- 
ministered by donor agencies through 
various sub-contractors. Financial attri- 
tion in the process diminishes operating 
= equipment must besgought 
from the donor at frequently Nighe 
prices, and Asean has little influence on 
the format and implementation ofa pro- 
ect. ^ 
These shortcomings can be avoide 
through the establishment of an Asean 
development fund Dialogue partners 
and member states can be invitedto de- 
posit a specific ount based upon the 
total budget for all projects. Asean 
would make decisions*and disburse- 
ments.  Donor-country ‘auditors could 
be given annual statements or an op- 
portunity fo personal review." Sub- 
stantial -savin in administration 













































costs could make the fund attractive. 
> Provide Asean with a legal ity. 
If Asean, like other international 
bodies, could become legally equal to a 
nation state, the inherent advantages 
would outweigh present anomalies. 
Negotiating energy could be conserved; 
highly trained manpower could be 
spared for national development in- 
stead of diplomatic functions; a single 
Asean spokesman on specific matters 
could focus attention on the organisa- 
tion, and foreign ambassadors could be 
accredited to Asean in Jakarta for con- 


tinuing local discussiens. 

» Involve Asean ministers in 
the . Strangely, the 
predominantly economic objectives of 
the dialoue are left to foreign-affairs 
experts. Participation of economic 
ministers and their senior officials 
should be mandatory at various levels of 
the dialogue process. 

This could be supplemented with 
permanent Asean economic missions 
abroad or at least an Asean trade offi- 
cial attached to a member-state em- 
bassy. Broadening the involvement of 
Asean economic ministers would re- 


€ The Asean dialogue with 
industrialised states is too 


important to be dismissed p a 
bureaucratic exercise . . . 





focus the organisation's image on its 
original task: economic cooperation. 

>» Advance regionalism as the domin- 
.ant motif. Dialogue partners must be 
persuaded to strengthen the regional 
concept advocated by Asean. Invest- 
ments, projects and even trade should 
be conceived to further the collective 
fortunes of Asean. Perhaps it is time for 
the dialogue countries to form their own 
consortium for assisting Asean. 

Such a concerted effort could more 

adequately judge the needs of Asean, 
assess Asean's role in international rela- 
tions and then allocate the necessary re- 
sources with the aid of the private sec- 
tor. A more comprehensive approach 
could serve Asean better than any 
«^ Aen endeavour. 
» Expand the dialogue process. Fi- 
nally, if tae process as discussed above is 
impluffed to manageable proportions, 
here would no longer be any reason to 
keep the dialogue limited to an arbitrary 
number. If today's process can be made 
uctive and constructive, an ex- 
anded dialogue can produce multiple 
material benefits. 

The Asean dialogue with indus- 
trialised states is too important to be dis- 
missed as a bureaucratic exercise in 
linkage-building. Immediate improve- 
ments are needed. It is easy to succumb 
to ys gue aie inertia and natural po- 
litical caution. The Manila summit may 
have the foresight to cut the Gordian 
Knot. 


FAR EASTERN ECONOMIC REVIEW e 27 AUGUST 1987 


~ = » rs J TS 
> t ! 4 


PAPUA NEW GUINEA 


A rubber solution 


lrian Jaya refugees to open up new border plantations 


By Hamish McDonald in Port Moresby 


pos New Guinea has come up with 
a novel plan to solve the problem of 
stay-put refugees from the neighbour- 
ing Indonesian province of Irian Jaya — 
who have camped for the past three 
years on its side of the border — and to 
develop the border region. Most of the 
9,500 remaining Irian Javans will be set- 
tled on a tree-crop project previously 
kept on the shelf for lack of funds and 
people. 

Many of the refugees crossed the 
border in the first half of 1984 in the 
wake of a millenarian uprising by indi- 
genous Melanesians in the Irian Jaya 
capital of Jayapura and attacks on In- 
donesian Government posts by the Free 





Papua Movement guerillas in the hin- 
terland. 

Initially reluctant to give them ref- 
ugee status, thus risking the wrath of 
Jakarta, or to provide assistance that 
might encourage more to come over, 


Port Moresby has become more tole- 
rant towards the Irian Jayans in the past 
18 months. 

The UN High Commssioner for Ref- 
ugees (UNHCR) took over the burden 
of supporting the refugees from the 
PNG Government. This year, it is 
spending Kina 2.3 million (US$2.07 mil- 
lion) on their upkeep, derived from 
Australian, Dutch, West German and 
other contributions. 

The UNHCR representative in Port 
Moresby, Akilaja Akiwumi, has also 
been providing transport for those re- 
turning. Last year, 1,136 of the Irian 
Jayans returned hofne, and a further 
453 have returned so farthis year under 


RIS mo^ 
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UNHCR auspices. About 175 others | - 
are believed to have walked home |. 


across the largely unmarked border. 


The 3,000 in West Sepik province one 
the north of the central mountain ranges - 
are more consciously “political ref- 


ugees," including well-educated former 


repatriations, fewer than 300 have gone 
to Jayapura from these camps. i 
The 6,000 or so in Western province, 


in camps along the border between the | 


Fly River “bulge” and the mountains, 
fled more for reasons of personal safety 


than active dissent with Indonesian rule. - 


Many come from language and ethnic 
groups such as the Iungum, whose tradi- 


95] tional lands straddle the border, and | 
| thus found wantoks (one-talks, or | ` 
fellow clansmen) in PNG who gave © 


them access to sago stands and gardens. 


Akiwumi said it was impossible to - 
predict how many would return, as this — 
-| depended on the refugees being suffi- | — 
|| ciently confident to return. “As youcan | - 
see from the statistics, the confidence is 


building up," he said. Even so, many 
show little sign of leaving. In an effort to 
move them away from the border and 
see them 
Moresby has turned to an ambitious 
plantation project long promoted by 
local businessman Warren Dutton, the 
former MP for Western province. 


This involves clearing jungle in the - 
sparsely populated East Awin district, - 


up the Fly River. The PNG Govern- 


ment has offered local landowners Kina — 


15 a hectare for 100,000 ha. This is far 
more than the 20,000 ha or so needed 
for the 6,000 refugees. 

Dutton hopes to gain Asian Deve- 
lopment Bank or World Bank funding 


for an initial 6,000-ha rubber plantation 


and factory, estimated to cost about 


US$30 million. Local processing would | 


increase returns to existing small-h@der 


rubber planters. After land distribution | r 


to local people, the refugees would be 
offered plots. 

About 30 ha have been cleared and 
350 tonnes of supplies ferried in. Eight 
houses and a medical centre have been, 
built to receive the first 450 settlers, who 


will come from the Atkamba refugee* |". 


camp. Official policy in Port Moresby fs 
that the refugees are being resettled 
pending repatriation or settlement in 
third countries. Both ,outcomes seem 
unlikely. Instead, Dutton laelieves, po- 
licy will quickly evolve to allow the 
refugees the right to become fyll PNG 


citizens after an eight-year qualifyin 
residency. ü 


^ 


officials and professionals from Jaya- - | 


pura. Of the 1,600 UNHCR voluntary 


roductively employed, Port - s 
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"| Kakuei Tanaka and his money- 
=| making way in politics 








pm 


Ja 


By Murray Sayle in Tokyo 
ast month, the Tokyo High Court 
dismissed former prime minister 
Kakuei Tanaka’s appeal against his 
four-year prison sentence and fine of 


. ¥500 million (US$3.3 million, or “500 


peanuts” in the jargon of the case) for 
taking a bribe of the same amount from 
the kheed Corp., thus bringing 

n's longest-running political scan- 
close, but not quite to, the final cur- 


. tain. 


Only a sad epilogue remains. 
Tanaka's lawyers announced that he 
will make the last appeal he has left, 
whereupon Chief Justice Takeo Naito 
rebuked him for abusing his former of- 


- fice and increased his bail to ¥350 mil- 


lion — a needless gesture, many 
thought, because Tanaka is crippled by 
a stroke and was unable to hear his ap- 
peal dismissed. Only a judicial system 
with a heart of stone could even con- 
template sending this 69-year-old physi- 
cal wreck to prison. 

Considering the power Tanaka once 
held, the boss' personal plight is pite- 
ous, a morality play about the fall that 
follows overweening pride, a Lear stab- 


bed to the heart by ingratitude. Two years ! 


ago, Tanaka suffered not one massive 
stroke, but two in quick succession. One 
side of his body is paralysed, and he can 
neither walk nor talk, beyond a few, 
gruff half-words. His only method of 
communication is.a portable word-pro- 
cessor, which he has taught himself to 
use, haltingly, with the still mobile fin- 
gers of his left hand. "I am full of 
shame," he pecked out on his machine, 
after last week's verdict, "but there is 
still the Supreme Court, and I would 
like to clarify my position through 
another trial." 

Yet his mindis clear, and Tanaka can 
read, watch TV and follow the last of his 
power evaporating. In recent months he 

as received a rare visitor or two, always 
in the presence of his wife, Hana, or 
daughter, Makiko. In a futile attempt to 
confer the succession on his long-time 
lieutenant, Susumu Nikaido, he was 
even photographed last month dressed 
in a natty business suit, propped up in a 


*chajr and apparently deep in conversa- 


tion with his henchman. But in reality, 
say the associates who have called on 
him, communication is all one-way, 
with Tanaka gesperately trying to 
frame worés and, when they refuse 
to come, slapping his forehead with 
his good le£t'hand and weeping tears of 
frustration. 

Yet, from this privateGhell Tanaka 
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€ Tanaka's legacy is very 
much with us, and in fact, now 
dominates Japanese politics. 9 





has fought to the last ditch. Last New 
Year he made a final distribution of 
money, nominally for "rice cakes," to 
the wont faithful of his parliamen- 
tary faction, though it is widely rumoured 
that he had to mortgage part of his baro- 
nial home in the posh Mejirodai suburb 
of Tokyo, for many years the real seat of 
the Japanese Government, to raise his 
last reserves of cash. Tanaka has re- 
fused to go gently into oblivion. 

This is the quality his countrymen 
call ganbatte, holding fast to the bitter 
end, the virtue Japanese respect above 
all others. Tanaka has more than his 
share of it, and it is hard to deny him à 
grudging admiration, while regretting it 
was not shown in a better cause. 

Tanaka's legacy is, however, very 
much with us, and in fact, now domi- 
nates Japanese politics. The cir- 
cumstances of his fall 13 years ago have 
striking parant with those facing 
Japan and the world today — his faith- 
less successor, Noboru Takeshita, has 
seized control of Tanaka's political 
machine in almost exactly the same way 
that Tanaka himself snatched the or- 
ganisation of his predecessor, Eisaku 


Sato, from under the nose of another 
appointed heir, Takeo Fukuda. 

The big difference, however, is that 
there was only one Tanaka im those 
days, whereas now every ambitious Ja- 
panese politician has fashioned his own 
version of Tanaka's far-from-secret wea- 
pon, the sovereign power of money. 

Nobosuke Kishi, the former prime 
minister and suspected class-A war cri- 
minal, died earlier this month leaving 
some more empty space at the centre 
of Japanese politics. 

The usurped and renamed Tanaka 
machine itself is probably about to re- 
sume open rule, but not withofft a battle 
involving unaccountable billions of 
shady yen. 

Tanaka’s record is not, however, 
wholly shameful. He may yet get his 
place in the history-books, not so much 
as a crook who got his just deserts, but 
as an able politician who showed, by 
taking it to the logical limit, that his 
country’s system of government is basi- 
cally unsound and overdue for reform. 

But, before we examine the system 
that produced him, a few details on the 
man himself. Tanaka was born near 
Niigata, on the Japan Sea, or 
“backside” of Japan, the second child 
and only son of an improvident dealer in 
horses and cattle who went bankrupt in 
a scheme to import Holstein dairy cows 
for a nation of non-milk-drinkers. 

Young Tanaka had to leave school at 
12 to help the family finances, his first |, 
job shovelling snow off Niigata's impas-. 
sible winter roads. At 15, he took the 
slow train from Niigata to make his for- 
tune in Tokyo, starting off as a labourer 
with a small building tem, Years later, 
prime minister Tanaka had a branch 
line of the famous Bullet Train blasted 
under the mountains back to Niigata, 
meter for meter the most expensive rail- 
way in Japan, or the world. 


N ext, young Tanaka worked as a busi- 
ness reporter, then in an architect's 
office. At 19, he set up his own one-man 
contracting firm. In 1939 he was 
drafted, as a private, and sent to help 
"police" China. He was invalided out 
after getting pleurisy and came back in 
Tokyo, lodging with a building C- 
tor named Sakamoto whose divorced 
daughter Hana he married in 1942, and 
whose business, grandly reñamed 
Tanaka Construction Industries, 
took over soon after. By the end of th 
war, Tanaka’s firm was one of the 10 
biggest in Japan, flush with military 
funds, never repaid, for a pisto&-ring 
factory in Korea which was never built. 
In 1946, Tanaka ran for parliament 
for his home district, Niigata, in the first 
elections under Japan's new American- 
written constitution, missed narrowly, 
and was elected on his second try in 
,1947. He was 29, the youngest member 
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Vues 
f the tisse Why did he want to 

a politician? 

The explanation is buried in the war 
years. Except for a few privileged per- 
sons wanting repairs for bombed-out 
homes, the clients of Tanaka's construc- 
tion firm were all branches of the Japan- 
ese Government, that is, bureaucrats. 
Tanaka thus started beguiling and man- 
ipulating bureaucrats, and simultane- 
ously discovering the persuasive power 
of money. Years later, he said that “the 
job of a prime minister is 80% managing 
the bureaucracy." He did not specify 
what was the other 20%. 

After the Americans departed, the 
Japanese bureaucracy was left with no 
head; the administrative vice-ministers 
meet aseequals, jealous as snakes of 
their territories, to make deals among 
themselves. Central control of the 
bureaucracy, once exercised by the 
clique around the emperor, then by 
MacArthur's generals, is the black hole 
in Japanese decision-making. The peo- 

le with final responsibility, and author- 
ity to match are perpetually out to 
lunch. The Americans, it is said, found 
Japan occupied by the Japanese army, 
and left it occupied by bureaucracy. 

Apart from enthroning the bureau- 
crats, the other major change effected 
by the American pation was the 
democratic one of making the cabinet 
responsible, not as it had been to the 
emperor and his “advisers” in the Ger- 
man style, but to Japan's parliament, 
the Diet. This has radically altered the 

ole of a Diet member, not, unfortu- 
nately by increasing his low public es- 
teem, but further lowering it by giving 
‘him something to sell. Instead of the 
humble task of assisting the government 
by relaying its directives to the electors, 
the Diet members now decide who is 
going to be the next prime minister. 

Politicians ambitious to be prime 
minister, therefore, have to give their 
followers something in return: the 
promise of bureaucratic generosity to 
the member's district when they reach 
the top of the greasy pole. And, in the 
meantime, money, lots of money — the 
other 20% Tanaka did not specify — to 
help them get elected in the first place, 
so they will have a Diet vote to sell. This 
means politicians need a lot of money to 
stay in business. This, the other basis of 
Jaranan Tctiona] politics, is a legacy of 
a Cfahge the Americans, not grasping 
its importance, failed to make. 

If getting along with the bureau- 
cragy, a skill Tanaka had mastered long 

lore he stood for election, is the first 
key to power in Japan, the second is the 
electoral system itself. The House of 
Reprgsentatives has 511 members, who 
come from 130 constituencies. The 
smallest, the island of Amami Oshima, 
returns only one member, who happens 

o be a Tanaka loyalist; the biggest, on 
the northern island of Hokkaido sends 
six members. Most constituencies re- 
turn four or five members. 
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Understandably obsessed with 
Japan's wartime experiment with a 
totalitarian party, the Imperial Rule As- 
sistance Association, the occupiers saw 
nothing wrong with a system that split 
elected political power into antagonistic 
fragments. Interpreting Japan’s prob- 
lem as an overstrong central govern- 
ment, they set about weakening it. In- 
advertently, they succeeded only in 
opening the way for boss rule, and es- 
tablishing a system that, despite many 
attempts, has proved itself impossible to 
reform. The Occupation, in short, 
created the conditions that in turn 
created the Tanaka machine. 

Consider the situation in Tanaka's 
birthplace, near the small town of Naga- 
oka. Nagaoka is the main city of the 
third electoral district cf Niigata Pro- 
vince, 80 years ago the most densely 
Sa eats part of all Japan, 40 years ago 
a decaying, poverty-stricken backwater 





whose men left every autumn to find 
work on the industrialised Pacific coast. 

With approximately half a million 
voters, Niigata Three sends five mem- 
bers to the Diet. The district has a long 
history of discontent and there are 
enough leftwing votes, organised by 
pink schoolmasters and village intellec- 
tuals. to send one socialist, only one, to 
Tokyo. The rest are wooed by conserva- 
tive candidates of various stripes. 

When Tanaka first attacked the 
problem, in 1946, Japan had virtually no 
rice-roots political organisations of any 
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kind. The pr¢-war parties, never robust. |« 
at village level, had all been swallowed "ev 
by the Imperial Rule Assistance Associ- | - 
ation which had in turn been abolished |*, 
by the Occupation. B^ 


W ith the laudable (and, as things have 
turned out, laughable) aim of re- 
straining the role of money in politics, the 
Americans endorsed a set of laws, still | < 
very:much in force, which prohibit a | , 
candidate in a Japanese election from E 
advertising in newspapers, radio (or, |. : 
later, TV), from door-to-door cam- | 
aigning for votes, from di ing | 
ono larger than a single: shoe a P 
paper, and then only in specified pemi ie 
and even from addressing political | - 
meetings, outside the 21 days allowed | - 
for campaigning. Japanese law thus pre- — E 
vents a politician from reaching the | 
electors by modern methods, or doing - 
almost everything that would be recog- 
nised, in other parts of the world, as 
bread-and-butter constituency politics. 
Tanaka made his first run for the - 
Diet in 1946 as the candidate of some- | 
thing called the Progressive Party, one | 
of the 16 conservative groups which | 
mushroomed after the war. The Pro- |. 
gressives, scarcely more than a name | 
painted on a Tokyo office door, became | 
the Democratic Party, which merged in 
1954 to form the Liberal Democratic - 
Party (LDP) which has been in power 
ever since. None of these parties had, or — 
have, any local organisations, or any- - 
thing much in the way of funds or other . 
electoral assets. The real Japanese con- — 
servative parties at local level are the | 
personal support groups organised by |. 
individual politicians themselves, or, 
strictly speaking, by their “friends” who 
are by law not supposed to take either 
money or orders from the politicians. 
Tanaka's support organisation, the - 
Etsuzankai, named after a local moun- - 
tain with a famous view, was the model 
for all the groups that now make up the - 
Japanese political Right. At its the 
Tanaka organisation had 98,000 mem- - 
bers, 313 district organisations based 
on towns and villages, a monthly |. 
magazine, and controlled or was active - 
in all 33 municipalities in Niigata Three. — 
Most local businesses contribute to | — 
its funds, including almost all the trans- | 
port and construction firms, marty of | 
them owned by Tanaka. Its long-serving |. 
secretary who, to compound Tanaka’s - 
troubles died earlier this year, was 
known locally as the “shadow gover- 
nor." Tanaka's promise to his support 
group was that, if elected, he would | - 
send highways, schools, reclamation, |- — 
projects, snow removal services, ‘and 
anything else in the gift of the bureau- 
cracy in Tokyo. He delivered: by 1983, 
long after the boss had nominally fallen ! 
from power, Niigata finally efirst | 
among Japan's 47 prefectures in per- | | 
capita spending by the Japanese central | — 
government. In the Japanese ‘gentral | - 
elections lasgyear, when he was unable h 
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to speak, or even visit his electorate, 
anaka still led the poll,, with the lone 
Socialist second as usual. , 
le * The first priority of a Japanese politi- 
cian, therefore, is to get votes away 
* | from candidates of his own party. Even 
suppose the party collected funds and 
distributed them among'the candidates, 
they would still need additional re- 
sources to build support organisations 
to fight each other. The system guaran- 
tees a party split into contending fac- 
etions, with no secure central authority 
and conservative in that radical reform 
| isall but impossible. 

Consider the situation in another 
electorate, Gumma Three, in the moun- 
tains north of Tokyo. This is the strong- 
hold of former prime minister Fukuda, 
who inherited it from his aristocratic 
father, the mayor of Gumma City. 

But Gumma Three is also the consti- 
tuency of Prime Minister Yasuhiro 
Nakasone, son of a local timber mer- 
chant and therefore “in trade.” In 1946, 
Nakasone, aged 28, managed to get 
himself into the Diet by touring the elec- 
torate, mounted on a white bicycle. 
From the saddle he proceeded to build a 
formidable, Tanaka-style support or- 

anisation, which includes the Iris Club 
' or married women, the Violet Club for 
girls and the Comradeship of Youths, 
l who spend a weekend every year with 
| the Ground Self Defence Force “to 





learn discipline and patriotism." 
Nakasone himself, or his henchmen, 
are expected to attend weddings, festi- 
vals the opening of new businesses and 
i funerals, each time giving a minimum 
of ¥ 10,000. They act as lawyers for con- 
| stituents in car accident cases, push pen- 
- sion and tax claims, find jobs for their 
children and pay for flower-arranging 


lessons and seaside outings. None of 
| these costly services are performed to 

win the voters away from socialism, 
| which being unable to deliver roads, 


- | schools or public works, has made little 
l pr in the Japanese countryside, 
| ut, basically, to persuade them to vote 
for the plebian, rightwing Nakasone. 
The Nakasone-Fukuda contest has 
been, as we shall see, critical to the for- 
tunes of Tanaka, Nakasone's ally and 
patron, and so to the shaping of Japan- 
ese history. Such rivalries are repeated 
all Sver Japan, and are the driving force 
of conservative politics. The system ac- 
counts for the interminable reign of the 
LDP, overwhelmingly dependent on 
minority rural and small-town votes, 
unbroken for a third of a century and 
"probably unbreakable as long as the sys- 
+ | -tem lasts. It accounts for the lopsided 
social geography of Japan, with its rab- 
.bit-warren, jerry-built cities that are 
short of parks, playgrounds, libraries 
and swimming ls, compared with 
the spacioys houses and lavish public 
works of the subsidised rural areas, the 
constituengies of the Tanakas and 
Nakasones. 
The political system, @ fact, func- 
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tions to transfer wealth from the cities to 
the countryside, through both official 
and unofficial conduits. Rural voters do 
not pay for the services of the politi- 
cians' support groups; on the contrary, 
they expect to collect from them. The 
money comes, in general, from com- 
panies based in the cities. The rural pub- 
lic works are not proportionately paid 
for by the people who use them; farmers 
and small businessmen can readily 
evade taxes, and big companies can con- 
ceal their profits abroad. 


he net result of the system is, on a re- 
cent estimate, to transfer ¥3 million 

a year from the cities to every farm and 
semi-rural household in Japan, in the 
form of subsidies and the unequal col- 
lection and disbursement of revenues. 
The conservative politician thus needs 
influence with the bureaucracy, to di- 
rect spending towards his constituents, 
and abundant money from non-party 
RAY CRANBOURNE EMPIRE 


€ Eisaku Sato, an aristocratic 
bureaucrat, [was] an astute 
choice of patron for Tanaka. ? 





sources to finance the operations of his 
support organisation. Both needs com- 
pel a politician to join a faction, seize 
one or, if he is young and ambitious 
enough, start his own. 

Tanaka became Japan's outstanding 
faction boss, but he never solved two of 
its basic weaknesses. One is that the Ja- 
panese media, city-based, loathe the 
system and can be relied on to strike at 
its more successful. exponents, as they 
have at both Tanaka and Nakasone, 
when they get a ehance. The other is 
that the system offers no stability. No 
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Japanese politician can ever have a Safe 
seat, because, while he is busy with the 
nation's problems, a rival from his own 
party is probably seducing their shared 
constituents. To keep them loyal, the 
incumbent has to keep on delivering 
favours, by methods that, in a crunch, 
will not stand up in the light of day. 

When politics is a business, a busi- 
nessman turned politician can expect to 
shine. Tanaka, only 28 when elected, 
joined the faction of Eisaku Sato, from 
the opposite end of the social scale, an 
aristocratic bureaucrat who went into 
politics after retiring from the transport 
ministry and soon became construction 
minister — an astute choice of patron 
for Tanaka, considering that these are 
the two ministries with the lien's share 
of public money to spend. 

Far from abandoning his private 
business interests, Tanaka increased 
them as his political career blossomed, 
setting up strings of “ghost companies” 
without employees or offices which end- 
lessly bought and sold land about to be 
scheduled for power plants, bullet train 
lines, expressways and reclamation pro- 
jects. In 1962 he became finance minis- 
ter, and at once broke with precedent by 
refusing to attend the orientation 
course, nicknamed the "lecture in the 
imperial presence" at which the bureau- 
cracy instruct a new minister on their 
plans for his future. Instead, Tanaka 
gave orders, and, equally unusually, got 
them obeyed. Many had to do with sell- 
ing government-owned land and initiat- 
ing public works projects. 

All his political career, Tanaka was 


the funerals of constituents, colleagues, 
top bureaucrats and even journalists. 
At funerals, by Japanese custom mourn- 
ers bring gifts of money, discreetly 
tucked into envelopes so no one can see 
how much. Tanaka introduced this 
neighbourly gift-giving in summer and 
on the New Year, first to his own faction 
of Diet members, then, for the first time 
in Japanese politics, to rival factions, 
who have their own support groups to 
support. 

In the summer of 1974, shortly be- 
fore he was forced to resign, Tanaka 
handed *3-5 million to every member 
of the Diet and to many bureau chiefs in 
the ministries, an impartial keau geste 
that cost US$22 million. As hisxsystem 


tually became too small, and Tanaka 
henchmen were to be seen in the Diet 
corridors E ey money packed 
into shopped bags from Mitsukos 
Tokyo's oldest department store, 

In 1972, as Sato, the prime minister, 
approached retirement, he prggnised 
the succession to his brother former 
bureaucrat Fukuda, again according to 
Japanese custom. Factibn bosses who 
rely on heavy contributions from busi 
nessmen naturally have to be in a posi- 
tion to return some quo for all that 

, quid. 
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Japan's champion attender of funerals, 


flourished, the biggest envelopes éverf- 
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. Tanaka, however, ran many of the 
most pampered companies, thus mak- 
ing money directly out of politics and so, 
in effect cutting out the middleman. 
With no need to play factional musical 
chairs, Tanaka took formal control of 
the Sato faction two months before the 
intra-party election, did a deal with 
Fukuda's rival Nakasone, reportedly 
involving a promise of returning the 
favour later and many more than three 
shopping bags full, and so became 
prime minister in July 1972, when Japan 
was in a frenzied boom. 

Tanaka's last ministerial job was at 
the Ministry of International Trade and 
Industry (Miti), then as now a fruitful 
source of schemes dreamed up by young 
bureaucrats anxious to make their 
mark. Tanaka had the more plausible 
ones assembled into a best-selling book 
which he published as his own work, A 
Plan for Remodelling the Japanese Ar- 
chipelago. Many of these ideas, like 
one to remove the Japanese capital to a 
new garden city to be built near Mount 
Fuji, are sensible but clearly have no 
votes in them, and so no chance what- 
ever of realisation. Others read, in re- 
trospect, as a welfare programme for 
the construction industry, a limitless 
agenda of roads, tunnels and bridges, 
many of which have in fact been built by 
subsequent Tanaka-faction transport 
and construction ministers. 

The Yom Kippur War of October 
1973 gave Japan, and Tanaka an illumi- 
nating moment of truth. Oil tankers 

eaded for Japanese ports were diverted 
atsea to Los Angeles and San Francisco. 
Appeals to the US Congress and invoca- 
tion of the communist menace achieved 
nothing. Condemned, momentarily to 
his own devices, Tanaka wooed the oil 
states exactly as he had the votes of 
Niigata, sending his Miti minister, 
Nakasone, to promise anything they 
wanted — a total of US$72 billion- 
worth of factories, dams and docks. 


O ne of these projects, an oil refinery 
in Iran, actually got half-built, 
before the bombed ruin was finally writ- 
ten off. When the oil started to flow 
again, the rest were, like many other 
Nakasone promises, quietly forgotten. 
"Naskasone is a first-class geisha for en- 
tertaining, foreigners," Tanaka said 
later, ipehis usual blunt style, “but I'm 
ethe anly one who can get things done." 

Events have already confirmed the 
first payt of this judgment, but the sec- 
"a more doubtful. In the autumn of 
1974, the various streams of envy and 
discontent against Tanaka fused. An ex- 
posure of Tanaka's methods and the 
sources of his funds was published in the 
literary magazine, Bungei Shunju, an 
event with no precedent, or sequel in Ja- 
panese journaltsm. At least some of the 
Jirt came from the finance ministry, the 
tronghold of the disappointed former 
bureaucrat, Fukuda. 

But what really did it for Tanaka was 
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6 With the boss out of action, 
Nakasone [nicknamed 
Tanakasone] was an 
acceptable surrogate. ? 





a moodo, the wave of public feeling that 
is the Japanese peaceful equivalent of a 
political assassination. Land prices had 
soared because, it was charged, Tanaka 
and his friends were buying it on inside 
information about his remodelling 
scheme. Preserved fish. tinned meat 
and toilet paper were being hearded by 
companies accused of being Tanaka- 
connected. Rival faction bosses told 
him they would support an opposition 
no-confidence motion. Tanaka had no 
choice but to resign, pleading ill-health. 

His successor, Takeo Miki, a would- 
be reformer (he managed to transfer 20 
Diet seats to the cities, without notice- 
able effect), was a compromise agreed 
on because he was believed to be too old 
to last long. Miki was in power when the 
Lockheed scandal exploded, disclosing 
that Tanaka had taken a bribe of US$2 
million from the aircraft manufacturer, 
which was trying, rather clumsily, to do 
business the Japanese way. Miki cor- 
rectly handed the case to the Justice 
Ministry, another independent bureau- 
cratic satrapy that, once started, no 
one could stop. Tanaka's 13 years of 
private torment, heroic struggle and ul- 
timate failure had begun. 

If he had simply said that the Loc- 
kheed money was a political contribu- 
tion, Tanaka might well have ridden out 
the inevitable storm. Instead, he denied 
receiving it altogether, a likely tale 
readily punctured byehonest evidence, 
and brazenly added that a prime minis- 


ter who took a bribe ought to be shot. 


| Why did such a clever man make so 


costly a blunder? Pride seems the best 
explanation — the master of mone 

politics could not bring himself to admit 
that there was no magic, no machine for 
filling shopping bags with banknotes, 
and that he got at least some of his 
funds, like any other politician, by sell- 


. ing influence — and to foreigners at that. 


quema believed that his troubles 


stemmed from his faction, 86-strong e 
. when he resigned, having been too 


small, and set about building it up. In 
disgrace, under indictment and then, 
after his conviction, out on bail, scarcely 
stirring from home, and not even a 
member of the ruling party, he managed 
to find the funds to get the faction up to 
143 at its peak — the "Tanaka army" as 
it was called. With a fifth of the ruling 
party's parliamentary strength, it was 
not enough to take power, but enough 
to ensure that no one else could without 
Tanaka's permission. 

Why would anyone enlist under such 
a stained banner? Energetic young men 
such as Nakasone and Tanaka once 
were would not, but so much money is 
now needed to survive in Japanese poli- 
tics that such beginners are rare. The 
typical Tanaka recruit is either a retired 
bureaucrat, who has neither the time 
nor charm to build up a support organi- 
sation, or a provincial businessman who 
has risen in local or provincial politics 
and has no connections in Tokyo. Both 
need the help of a big organisation. 

The revolt against Tanaka was pre- 
cipitated by his stroke, from which he 
never recovered, the rise of the yen, 
which depressed the export industries 
and compelled a reluctant finance 
ministry to agree, at least in principle, to 
a budget deficit to finance public works. 

All of this forced a decision on the 
Tanaka army. With the boss out of ac- 
tion, Nakasone (nicknamed Tanaka- 
sone for his partiality to Tanaka men, 
especially in the moneyed ministries) 
was an acceptable surrogate. But, with 
the premiership once again up on the 
auction block, the faction had to claim it 
to maintain its credibility and deliver to 
its supporters. Tanaka, mute, con- 
victed, cannot run. Who could? 

The key question is, as ever, mofey. 
Although in a general way the Tanaka 
faction represents the construction in- 
dustry, among its parliamentary legion 
the boss himself is the only practical 
builder able to run the magic money 


machine, which goes far to explain his ' 
long domination of politics despite his . 


immense handicaps. From now on the 


faction will have to rely on the collec- . 


tion-box, just like all the others. So the 
new leader had to show off, publicly, his 
fund-raising muscle. ° 

In June 1985, Tanaka's chosen suc- 
cessor, Susumu Nikaido, threw a party 


| at a Tokyo hotel. Some 35,000"invita- 


tions were sajd at ¥35,000 each, for a 
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total take of ¥1.057 billion, the first 
ime a public political gathering had 
raised more than * 1 billion. Some com- 
nies bought tickets in blocks of 100. 
ikaido, also a "grey official," that is, a 
person reported by Lockheed as havin 
received a bribe, but before the cut-o 
date of the Japanese statute of limita- 
tions, is not the most exciting of candi- 
dates. Just the same, his party showed 
that even without the boss, the Tanaka 
organisation still had the golden touch. 
The rival *new leaders," all on the 


i shady side of 60, were quick to raise the 


pot. Shintaro Abe threw a party which 

ossed ¥1.2 billion, a new record. 

iichi Miyazawa replied with a gather- 
ET ¥1 billion, not bad for the party's 
acknowledged intellectual. The game 
was definitely getting interesting. Then, 
eight weeks ago Noboru Takeshita held 
a party “to encourage Noboru 
Takeshita” (to stage his long- 
threatened mutiny, though this was 
tactfully omitted from the invitation) at 
the Phoenix Room of the Tokyu Prince 
Hotel. 

More than 70,000 tickets were sold, 
for a haul of ¥2.1 billion. Among the 
13,000 who actually attended (some of 
the tougher guests managed as long as 
10 minutes) were 113 faithless members 
of the Tanaka faction, including three 
who swore they were still loyal to their 
ailing boss. Among the throng were 
senior bureaucrats of the transport and 
construction ministries, some shepherd- 
ing company presidents who had bought 
packets of tickets from bureaucrats. 

A few days later, the Takeshita fac- 
tion was launched under the pretentious 
name Keiseikai, an echo of a Chinese 
tag about “governing the land and sav- 
ing the suffering people," and a reveal- 
ing change of style from the businesslike 
"Thursday Club" it was called when 
Tanaka was the boss. The faction now 
has 113 members pledged to vote for 
Takeshita as chairman of the LDP, and 
therefore prime minister in October 
when Nakasone is due to step down. 
Next comes Miyazawa's faction, with 
89, Abe with 86, Nakasone with 81 
votes, 18 still loyal to the grey Nikaido, 
and 10 Tanaka neutralists waiting for an 
offer they cannot refuse. 


T stage is thus set for a replay, 15 
years later, of the manoeuvre by which 


Tanaka first commandeered the Sato 
faction, and then by purchasing suitable 
allies snatched the premiership from 
under the nose of the designated heir- 


‘apparent, Fukuda. Tanaka was, how- 
. ever, at that time the glamour-boy of 


Japanese politics, when Japan’s future 


. seemed cloudlessly bright. 


Takeshita, by contrast, has no busi- 
ness experience, having been an English 
teacher until hé took up Ay at the 
age of 36. He currently holds the key 
post Tanaka once held, secretary-gen- 
eral of*the ruling party. But he is little 
known to the Japanese pujlic, and then 


mainly as the finance minister who 
sheepishly attended the meeting at the 
Plaza Hotel in New York that started 
“the current, calamitous rise of the yen, a 
visit that made him no friends and many 
enemies in Japanese exporting circles. 
Nevertheless, Japan will select a new 
prime minister in October and 
Takeshita looks, as certainly as any- 
thing can be in this murky world, the 
bet-the-rent certainty. The explanation 
lies in the state of the Japanese econ- 
omy, battered by the high yen. AI- 
though the finance ministry is still op- 
sing a massive budget deficit, plans 
ave been announced to spend ¥6 tril- 
lion on public works. A few of these, 
along standard bridge, tunnel and recla- 


€ Considering 
"ete ‘plight is the boss' 
perso t is piteous, a 
morality play about the fall 

that follows overweening 


pride. ? 


the power 





mation lines, have already been publi- 
cised, and some may actually be built. 
Who gets the contracts, and where, 
will be in the gift of the new transport 
and construction ministers, and their 
ministries. The Tanaka machine was 
built on construction, and even 1% of ¥6 
trillion buys a lot of party tickets. On the 
other hand, the export industries need 
all the government help they can pick 
up, and bridges and tunnels mean little 
to them, so they are putting their money 
on Miyazawa and Abe. This time Japan- 
ese business is not outbidding the oppo- 
sition, but divided against itself. 
October's election, or auction, should 
set new Japanese and world records. 
Meanwhile, amid all this cup-rattl- 
ing, none of the candidates has yet said a 
meaningful word about the many prob- 
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lems facing Japan and the industrial 
world. Even Takeshita, who says he has 
a new and doubtless lucrative scheme 
for remodelling the Japanese archi- 
pelago, will not go into details. 

From some angles, the Japanese po- 
litical system has been brilliantly effec- 
tive, especially when compared with 
government by coup, poll, headline and 
TV as practised in other parts of the 
world. The management of the yen by 
the Bank of Japan, for instance, with 
vote-hungry politicians kept rigor- 
ously away from the printing press, is 
one reason why Japan has a trade 
surplus and is one of the "righteous" 
economies. For very similar reasons the 
other one, West Germany's, has a 
genuinely non-political management of 
the Deutschemark by the Bundesbank, 
and its own trade surplus of US$60 bil- 
lion, much of it thanks to a semi-au- 
tonomous bureaucracy. 


M uch the same can be said about the 
system perfected by Tanaka of 
keeping a business-financed party in 
power by systematically transferring 
wealth from the cities to the coun- 
tryside. This policy, it is true, has gone 
far, too far pres, towards righting an 
injustice, the hungry decades in which 
Japanese silk farmers drudged to earn 
foreign exchange to equip the first 
fledgeling factories, and got back 
scarcely any of the imports they had 
actually earned for themselves. 

But there is nothing in the system, no 
organised consumer or labour move 
ment to make reform politically possi- 
ble. Even an attempt by Tanaka himself 
in 1973 to introduce a small-consti- 
tuency, — proportional-representation 
system, which might have reduced the 
cost of Japanese politics and gern 
increased city representation, found- 
ered on the opposition of the Socialist 
Party — who would have lost the scat- 
tered rural seats they hold now. 

Japanese are not going to trust politi- 
cians to revise the system on which their 
patchy — been built, much less 
change its whole direction, which is 
what is supposed to be happening now. 
Nor are they in a position to invite the 
Americans back for a second try at re- 
writing Japanese institutions. In the 
end, the Japanese voters haye to take 
responsibility as the final arbitess of na- 
tional policy, and not just the gratefal 
recipients of handouts. 

If Tanaka had spent the past jlecade 
devoting his enormous energies (OW 
ting this idea over, instead of trying 
stay out of jail, he might at least have 
started the process. Instead, he pursued 
the logic of the present system with the 
understandable aim of self-preserva- 
tion, only to have his patiently built per- 
sonal lifeboat seized by mutineers, and 
himself dumped overboard, like Cap 
tain Bligh, with the breadfruit. Poeti 
justice, perhaps, but justice with unpre- 
dictable consequences. u 
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region.” 
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where and when you need it. 


NCR Distributors: Bhutan, India, Indonesia, Korea, Nepal, New Ca edonia, Solomch Islands, Tahiti, Thailand, Vanuatu 
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Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified .. . 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
Financial Times and The Times of London among other prestigious journals. 


J der his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
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POLITICS 


Moralist and politician 


Prison Writings by Kim Dae Jung. University of California Press, Berkeley. 


US$25. 


Ki" Dae Jung is best known in 
international circles as a former 
prisoner-of-conscience and a current 
major opposition figure in South Korea. 
This timely book comprises 29 lengthy 
letters written to his family between 
1980 and 1982 while serving a sentence 
for seditign in connection with the 
Kwangju uprising. These charges are 
generally given little or no credence and 
now, of course, Kim has received a full 
amnesty, but for much of the period of 
the book he was facing a death sen- 
tence. 

Although the jacket promises some 
extra material, the book contains only 
the texts of the 29 letters each written on 
one aerogram-size sheet of paper at 
monthly intervals — such were thé 
prison regulations applied to him. How- 
ever, with the aid of minuscule hand- 
writing and a well-ordered sense of what 
he wanted to say, Kim compressed an 
incredible amount into this space. The 
book contains a somewhat skimpy 
foreword which, like the dust jacket, is 
mildly piod m This is a pity be- 
cause it means the reader is left with no 
biographical dimension. Another prob- 
lem isthe absence of an index. 

The translation is uneven. This is 
surprising since David R. McCann, one 
of the best translators of modern Ko- 
rean literature, is listed as co-translator 
with Choi Sung-il. 

In a sense, the book practically 
reviews itself, for no person with any 
pretension to a serious interest in Sout 
Korean affairs could possibly pass up 
this opportunity to wade through 333 
pages of the thoughts of this major poli- 
tical figure. Other people, however, 
may not find Kim's thoughts so accessi- 
ble, and perhaps some words on the po 
litical and cultural context in which Kim 
writes are in order. 

On the,one level, Prison Writings is 
an inspirational book, not only for its 


e lucid revelation of Kim's deep Roman 


Catholic faith and his gentle, compas- 
sionate, relations with his family and 
supporters. But it also describes a man 
détermined to hew to his principles and 
maintain his dignity under nightmarish 
pressure. 

It might seem a little ungenerous to 
simply note these dimensions in pass- 
ing, but the public importance of the 
book lies principally in what it can re- 
veal of Kim's own philosophical and poli- 
tical outlook. A good part of the book 
is, in fact, taken up with a serie#of ex- 


cursions into international affairs, Ko- 
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rean and world history, and the political 
beliefs and issues that Kim is involved in 
— and is taken to personify to a large 
degree. The leading role he is still 
poised to play in his country's future 
compels us to examine these excursions. 

The core of Kim's political beliefs 
emerges when he writes on his own 
country's past. He is, of course, silent 
on the Park Chung Hee and Chun Doo 
Hwan eras but devotes a good deal of 
space to other eras. Here it is striking 
that he contrives over a period of time to 
launch a series of scathing attacks on 


virtually every aspect of his country's 
heritage except an idealised life of the 
common people. Many, if not indeed 
most, South Koreans might share a 
sense of anguish at the way their politi- 





cal and social traditions have operated, 
but it is doubtful that many would em- 
ploy his language, which is extreme and 
bordering on childish. 


Toa for Kim, Syngman Rhee “vio- 
lated the founding spirit of the na- 
tion and annihilated the legitimacy of 
politics.” Rhee's failure to exclude ut- 
terly all Japanese colonial collaborators 
from post-1945 government “was to 
make a new beginning for Korea, in 
spiritual and personal terms, impossi- 
ble." Poor, gentle King Kojong, effec- 
tively the last Choson Dynasty king, was 
“incompetent and cowardly,” whileshis 
Queen Min “perpetrated ail sorts of cor- 
rupt and bizarre acts. 

And so on, back 1,500 years to the 


‘| Kingdom of Silla (which, Kim writes,- 


should not have relinquislfed any of its 
northern lands to China). With an ap- 
proach that condemns the behaviour 
and decisions of practically all who have 
actually exercised power and authority 
in Korean ped Kim falls back on 
"the masses" and instances of popular 
resistance and rebellion for inspiration. 
"The masses have consistently been the 
motivating force in [our] history. We 
have survived because of their vision, 
their yearning for what is right and just 
. =.” It is to them that Kim looks for a 
better world, but “they must rise to the 
challenge of controlling their own 
destiny." 

This constitutes the core of Kim's po- 
litica] world-view. It is not a unique or 
individual view, either in inspiration or 
in its expression, for it largely echoes 
the tenets of the South Korean minjung 
por rspective, a school of 
thought with which Kim would have 
come into substantial contact during his 
dissident years in the mid-1970s. One 
should hasten to say that in South Korea 
it is quite possible to adopt this ap- 
proach and remain, however con- 
fusedly, anti-communist. 

Kim's view is not a very modern or 
progressive one, if viewed from the 
standpoint of a Western-influenced 
pu society. The violence of the 

anguage he uses suggests that the possi- 
ble validity of other views or states of 
mind has not seriously occurred to him. 
Sadly, then, he opts for sweeping away 
the past rather than coming to terms 
with it, and by that token must be 
counted as its prisoner still. 

In other ways too, Kim evinces much 
that is pre-modern in the Korean mind. 
There is the anachronistic view of his- 
tory (“Jesus Christ struggled for the im- 
provement of working conditions . . ."), 
the rather breezy way with sweeping 
moral judgments, a marked tendency 
to analogical thinking, a persistent 
strain of messianism whereby he fre- 
quently compares himself to martyrs 
and saints, and a didactic manner. 

In Kim's defence, there are some oc- 
casional nuggets like his scepticism to- 
wards the bureaucracy and his attitud to 
the constitution. Moreover, if he some- 
times appease shallow and simplistic, 
one should bear in mind that he is often 
writing to give guidance to his univer- 
sity-age son. He is, after all, a life-lon 
politician with that profession’s habit o 
approaching every topic with mouth 
open and solution in hand, and he writes 
from a Neo-Confucianist tradition that 
often sails by inconvenient ambiguities 
in quest of definitive moral judgment. 

How have these beliefs been borne 
out by Kim’s own career? if public life 
there have been two Kim 
Before 1972, there was the typical Soath 
Korean politigian, relying on a regional 
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and personal following apd factional in- 
fighting for advancement. He also re- 
lied on strong, emotjonal rhetoric 
JXather than any consistent policy. The 
high-point of this facet was the garner- 
ing of 4695 of the vote against Park 
Chung Hee in 1971, after a campaign of 
addressing mass rallies With the slogans, 
taejung minjuchuui, taejung kyongje, 
taejung bokji! (democracy for the mass- 
es, an economy for the masses, welfare 
for the masses). Taejung is pronounced 


ə the same as his own personal name. 


Gg this performance is almost ritu- 
ally cited as evidence of widespread 
popularity, it is worth noting that the 
more conservative and patrician Yun 
Po Sun actually posted better figures 
against Park in 1963 and 1967. Kim was 
unpopular within his own party and his 
hold on the leadership was tenuous, but 
he was aided by specific issues such as an 
economic downturn, the high tide of 
rural migration to the cities and Park's 
violation of a long-standing pledge not 
to seek a third term. Moreover, the re- 
liance on emotionalism and charisma 
roduced widespread perceptions of 
im as a divisive figure. 

The second Kim emerged from 
seven years confinement and incarcera- 
tion in the wake of Park's assassination 
in October 1979. He did not renew con- 
tact with conventional party politics but 
stayed aloof, his personal staff now 
drawn more narrowly from the tiny 
band of imprisoned fellow dissidents. 
His Catholic faith was reaffirmed in the 
course of his imprisonment, and his 
populist litical views were sys- 
tematised by his contact with dissident 
intellectuals — both Catholic liberation 
theologists and minjung theorists. 

But the latter Kim M has not 
supplanted the former, and the result is 
a potent combination of politician and 
dissident moralist in the manner of 
Mahatma Gandhi. It is doubtful that 
Kim himself fully understands where 
the one stops and the other starts. Cir- 
cumstances might even yet take him to 
the presidency and one can only ponder 
how he would cope with the constraints 
of the practical world of politics. He 
seems to say repeatedly not only that 
there are many injustices in modern 
South Korean society, but that it is a 
fundamentally unjust society. 

As far as the inner man is concerned, 
however. Prison Writings is a record of 
the thoughts of a man whose deep at- 
tachment to democracy is strongly cul- 


' ture-bound. It has not evolved from an 


internalised sense of the value of an in- 
dividualist (as cpposed to mass) out- 
look. It evinces no sense of scepticism, 
p. pluralism or partisanship. 
ather, it issues forth fully formed from 
a culture ig crisis as a panacea for mod- 
ern Kore3j ills, across the gross politi- 
*cal, socfál and cultural discontinuities 
that have marked Korea's modern era. 
@— Adrian Buzo 
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war. 


NPA guerilla: 


PHOTOGRAPHY 
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Making guerillas heroes 


Kasama: A Collection of Photographs of the New People's Army of the 
Philippines. International Concerns for Philippine Struggles, Southern Tagalog. 


P200 (US$9.75). 


P the Philippines, the Tagalog word 
kasama can mean companion or fel- 
low traveller. It can also mean the more 
emotionally charged “comrade-in- 
arms.” It is this latter meaning the gue- 
rillas of the New People's Army (NPA) 
attach to the term. Shortened to the 
plain prefix *Ka" it is used to form a 
guerilla's nom de guerre, e.g., Ka Ali, 
Ka Lisa. The mostly young kasamas are 
the subject of this picture book. 

It consists mainly of photographs 
taken by Alex Baluyut and Lenny Lim- 
joco, both professional photographers, 
with texts culled from oral testimonies 
of NPA regulars, and a few one-page es- 
says on such topics as urban guerillas 
(more popularly referred to as “spar- 
rows") and political detention and tor- 
ture. Kasama makes no bones as to 
where its sympathies lie, and its highly 
partisan nature has led many to label the 
book propaganda — not without justifi- 
cation. However, in the continuing 
psychological war between the NPA 
and the Aquino government, this sort of 
book is to be expected. 

Yet, for all that, the text and photos 
do give an idea of what life is like for 
these NPA guerillas. There is a curi- 
ous, even dialectical, tension between 
word and image here. The words of the 
insurgents, translated into English, de- 
pict a life that is an odd mixture of the 
mundane and the deadly. Accounts of 
diet (mainly meatless), courtship and 
marriage, basketball and chess games 
are interspersed with matter-of-fact 
narratives on assassination, ambush, 
judicial execution. 

One of the kasamas. for instance, 
talks of his comrades' obsession with 
chess: “Sometimes the Kasamas get so 
engrossed in chess they forget their 
duties and chorese We've even banned it 


when they get so bad people enter 


camps unnoticed because the security in 
their outposts fail to lift their heads 
while playing chess." 
Then there is a chilling account of a 
erilla unit's failure: “We were 
ourishing in an area in the south when 
our top commander turned traitor. He 
was responsible for having many of the 
kasamas and people in the area cap- 
tured or killed. The entire area had to 


be abandoned . . . The people there - 


never forgave us. Years later, we sent a 


small exploratory unit to re-evaluate the ' 


area... Everyone in the unit was killed 
by the people while they slept." 

If the text belies the romantic notion 
of the guerilla as a hero, the images 
themselves often seem serenely pas- 
toral: these could be sylvan settings that 
happen to include armalite-bearing par- 
tisans. Yet certain elements, appearing 
so regularly as to be almost iconic, re- 
mind the viewer of the menace of war 
underneath. Shot in black-and-white 
and in the wooded countryside where 
the bulk of the NPA is based, the photo- 
graphs are filled with shadows. NPA- 
controlled villages are usually described 
by the local press as having a “shadow 
government.” à 

Yet, for all their technical-skill, in- 
formation and frequent beauty, these, 
photographs as a whole fail to give a 
sense of the horrors of war. There are 
shots that convey the ugly realitigs of 
the conflict, such as the ones of an Tn- 
former being tried, then shot to death, 
and the documentation of an NPA am- 
bush of an army convoy in Quezgn pro- 
vince. But these are few and far be- 
tween. There are no pictures of the dis- 
location of peasants caught in the mid- 
dle. By and large, Baluyut and Limjoco 
concentrate on me sd that are already 
predictable and f: r. 

— Luis H. Francia 
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By Hamish McDonald in Port Moresby 


s with its former colonial ruler down 

"a south, Papua New. Guinea is also. | 
turning out a "lucky country." Two 
ears ago it seemed to be facing econo- 
C stagnation. and the possible. failure 
its major mining hope, the Ok Tedi 
aject. Now, with the firming of new 
-and-gold discoveries, PNG has | 
Xther PRA at a rapid increase in 








ut in a collapsed and half-sub- 
ged volcano in the eastern island of 
drilling by a US-Australian 
nership over the past few months 
as more than doubled already-sizeable 
old reserves to an estimated 25 million 
z. With production shaping up at 1 mil- 
on oz a year, worth some US$460 mil- 





would rank among the world's largest. 
^. This and other new mines at Misima 
Island, off the “bird’s tail” of the New 
Guinea mainland, and at Porgera in the 
'remote Enga highlands, will lift PNG's 
gold output from around 35 tonnes a 


lion at current prices, the Lihir mine. 





| 


E. y ò gaski inon oil and Gold’ 


e good earth... 


| year to about 75 tonnes by 1992, more 


than making up for declining grades at 
the existing Bougainville Copper and 
Ok Tedi mines. Net foreign-exchange 


gains from gold output are put at 30- - 


35% by Port Moresby officials. 
Accessible only by helicopter, oil 
drillers are mapping the size of the 


| lagifu petroleum deposit in the South- 
ern Highlands, which could. give PNG its 


first local production and oil-export in- 
come. Even a fairly modest output 
would have a transforming 


and internal 


L^ 
gh 
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impact on 
PNG's export earnings of Kina 1.003 | 
billion (US$1.032 billion at 1986 rates)- 
government -revenue, 
budgeted al at t Kina 650 million, (US$708 | 


APUA NEW GUINEA OIL 
. AND GOLD DISCOVERIES 








million at current rates) this calendar 


| year. A government take of USS$5 a bar- 


rel on 96,000 barrels a day, for example, 
would yield about US$165 million. If oil 
prices have taken off again by the mid- 
1990s, which is when production would 
start, the prospective take is much 


| greater. 


The gold discovery at t Lir, owned 
8096 by.Kennecott Inc. of the US and 


. 2095 by Sydney -listed Niugini Mining, is 
the major proof so far of the "epither- 


mal" school of geology, which has post- 
ulated that hot springs associated with 
volcanic activity bring up and deposit 


precious metals from deep molten rock. 
AS well as evi in PNG, this has 


_Sparked a feverish search 
for ‘similar finds by 
.mostly Australian-based 
companies along the 
Pacific “rim of fire" 
"which stretches west into 
Indonesia and south 
“$ through. the Solomon Is- 
|] lands, Vanuatu, Fiji and 
"New Zealand. 

Niugini Mining re-. 
ported on 29 July that 
drilling over Aprll-June * 
had shown that two large 
deposits which  previ- 
ously seemed separate 
were in fact connected. 
The newer discovery, 
| called Minifie, is esti- 

mated at this stage to 

! ! hold 14 million oz of re- 
coverable gold. Tn addition the older 
main prospect called Lienetz is esti- 
mated to contain about 11 million oz. 
Further reserves may yet be proven, as 
the extent of the Minifie field on the 
other three sides is not yet known. 

The conjunction means "the econo- 
mics have really jumped," according to 
a senior mining official. This has been 
the judgment of investors, with Niugini 
Mining at the head of the gold-fhelled, 
bull run on the Australian Stock Ex- 
change. The company's share price of 
about A$15.50 (US$11) in mid-July 
was A$5 up on the end of June, 4nd 
about A$10 up on early March. 

Development of Lihir, to come. 
under detailed feasibility study over 
1988-89, will present a number of new 
engineering challenges. The open pit 
mine will come right to the sea-edge, 
and at fairly shallow depths will hit boil- 
ing water of high acidity. At 200 m 
down, the rock temperature d is 150 de- 
grees centigrade. 




























.Belore Lihir, PNG is likely to see 


two other large gold mines opened. The 
first will be the Misima Island project, 
now owned 100% by Placer Pacific, the 
Brisbane-listed offshoot of Canada's 
Placer Development which grew in 
mainland PNG goldfields at Wau and 
Bulolo in the 1930s. A large, fair- 
ly low grade resource, Misima will 
cost Kina 175 million to construct 
over about 18 months. It will pro- 
duce 400,000 oz of gold in its first 
year, declining steadily to average 
T ^n a year over the mine's 10-year 
life. . 


he other will probably be the Porgera 

mine, now owned one-third each by 
Placer Paciéic and two other large Aus- 
tralian mining houses, MIM and Reni- 
son Consolidated Goldfields. With 
more complex geology, Porgera is likely 
to be mined in two operations. An 
underground mine will tap an esti- 
mated 4.5 million-tonne seam contain- 
ing 21.9 g of gold per tonne, which will 
produce an early high cash flow to cover 
investment costs of perhaps US$600 
million. An open-cut mine will extract 
about 78 million tonnes at 3.7 g a tonne. 
The partners recently raised production 
estimates by a third to 800,000 oz a year 
over the first five years. 

While not yet a new mining boom, 
the activity adds up to an exploration 
boom, with mineral and oil searches ex- 

ted to spend about Kina 96 million in 

NG this year. The influx has brought a 
new kind of investor for Port Moresby. 
“It’s no longer the BHP's and CRA's 
cqming in and taking 10 years to de- 
cide," said managing director Rory 
Allan of locally owned merchant bank 
Kina Securities. "There are new a lot of 
entrepreneurial companies coming, 
raising capital on foreign markets. In 
the government here there is a certain 
horror at people making money on 
share floats based on PNG assets with- 
out an ounce of gold or a barrel of oil 
wir ORA, 
$ touchiness has deepened since 
the float of Placer Pacific last August, 
for which the Kina 10,000-a-year limit on 
offshore investments by residents was 
lifted. Shares set aside for PNG invest- 
ors were collared and then "stagged" 
(sold soone after listing) to foreign 
buyers by ministers, politicians and offi- 
eisls EVIEW, 9 Apr.). A proposed 
float by MIM of its one-third Porgera 
share and other gold assets was vetoed 
by Dest Moresby until after the elections 
held in June-July. 

Port Moresby is fortunate in having a 
well-defined and broadly accepted sys- 
tem of @xation in place. In contrast to 
other systems based on production, the 
major tax take comes on profits, with a 
very low royalty of 1.25% going to pro- 
vincial governments and local land- 
owners. Initial profits are taxed at the 
standard 35% corporate rate, with an 
additional prg axof 70% cutting in 
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when the rate of return on investment 
exceeds either 2096 or the US prime in- 
terest rate plus 12% at the investor's 
once-off option. This allows quick re- 
coupment of costs, while maintaining 
incentive to raise profits. 

Even so, agreement on the shape of 
the relatively simple Misima mine has 
taken three years to work out, and was 
hit by new delays just before construc- 
tion seemed likely to start on | August. 
The main problems for Port Moresby 
were the demands to be put on the in- 
vestor for local infrastructure, and the 
option of up to 30% government invest- 
ment under the standard exploration 
agreement. 

Given Misima's short life and easy 
access by air and sea, Placer proposed 
that its miners be flown in and out from 
a home base in Cairns, Australia, rather 
than permanently housed on the island 
with attendant disruptive effects on 
local people. This would contrast with 
the Bougainville and Ok Tedi mines, on 
which a great deal of local infrastructure 
open to all has been harnessed. 

In the Misima case, even Minerals 
and Energy Minister John Kaputin, a 
former student firebrand with a keen 
nose for foreign exploitation, came 
around to the fly-in, fly-out scheme and 
pressed it strongly in cabinet, against 
colleagues who hoped for more local 
"spin-off." Initially it also seemed that 
Prime Minister Paias Wingti's govern- 
ment was doubtful about participation, 
after the lessons of the 20% state equity 
in Ok Tedi — it would make a major 
call on scarce capital, carry a risk, and 
without it the additional profits tax 
still cut the government into any wind- 


But against the advice of many out- 
side economists and some officials, the 
Wingti government has swung back to 
equity. The government has opted to 
take up 20% of Misima, which will de- 
mand at least Kina 35 million up front, 
and seems likely to take 10% of Porge- 
ra, which might demand twice that in- 
vestment. A policy on Lihir is not. yet 
announced. Kaputin has talked of set- 
ting up a special public investment 
“vehicle” in which all state mineral 
equities will be housed, alongside the 
existing Investment C DIR of Papua 
New Guinea which has a broader port- 
folio. 

With Ok Tedi, the government in- 
vestment was a reassurance to the 
partners who took over when Ken- 
necott failed to find common ground 
with Port Moresby. With the new gold 
mines, this hardly seems necessary. The 
government's motive may rather be to 
take a profit on the investment at the 
right moment. Wingti has shown he is 
unsentimental about mining invest- 
ments, and is talking about selling off all 
or part of the government's 20% stale 
in Bougainville Copper, worth over 
US$300 million at tht present share 
price. o 


ECONOMIES 


The return 
of optimism 


Peace agreement renews 
hope in Sri Lankan business 


By Manik de Silva in Colombo 
A, news broke that India and Sri 


Lanka were about to sign an agree- 
ment to end the island's four-year-long 
Tamil separatist war, long-depressed 
hotel shares on the Colombo stockmar- 
ket perked up. It was the first sign that 
many investors believed a peace pact 
could herald a revival in the tourist in- 
dustry and a recovery in the country's 
war-ravaged economy. 

That confidence has remained de- 
spite protests against the 29 July peace 
accord and riots which have destroyed 
millions of rupees worth of state-owned 
property. Shares in holding companies 
with investments in hotels and tour 
firms have risen steadily. 

Percy de Soysa, a consultant at the 
Colombo Securities Exchange which 
runs the country's only trading floor, 
said there had been a lot of buying in- 
terest in hotel shares since the signing gf 
the peace accord. “Investors are confi- 
dent that the accord will work and 
things will look up once again for the 
hotels.” 

The sentiments were echoed by 
David Blackler, chairman of John 
Keells Holdings, a company with nine 
hotel and travel companies in ils 
portfolio. “People are curious about ° 
whats happening here. Now that 
there's peace, we can expect more 
tourists to come in. But still the package 


has to be marketed. We can't ct re- 
sults overnight." A 
But the damage to Sri..Lanka’s 


Northern and Eastern provinces, whi 
bore the brunt@f the fighting, has been 











' pub 





severe. Roads, bridge¢ and telecom- 

munication facilities have been de- 

adn and schools, hospitals and other 
i 


c buildjngs razed to the ground. 

A year ago, the Ministry of Finance 
and Planning tentatively estimated the 
cost of the damage in these areas at 
about US$200 million. Finance Minister 
Ronnie de Mel said damage since then 
could have added another US$55 mil- 
lion to that figure. 

De Mel believes Sri Lanka will need 
large amounts of aid from the interna- 
tional community if it is to rebuild the 
war-ravaged areas and attract tourists 
back to the country. 

Less than a week after the peace ac- 
cord was signed and while many parts of 
the country were still under curfew, de 
Mel held talks in Colombo with Shinji 
Asanuma, the World Bank's director 
for Sri Lanka, Bangladesh, Nepal and 
Bhutan. He persuaded the bank to send 
a mission in September to assess the war 
damage and urged it to convene a meet- 
ing of the Sri Lanka aid group at the end 
of the year to consider à request for spe- 
cial assistance for reconstruction. 

On 11 August the World Bank said it 
would hold a special meeting "to 
mobilise and coordinate resources for 
reconstruction and development in Sri 
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Lanka." Attila Karaosmangolu, the 
bank's vice-president for Asia, said 
bank staff would evaluate the needs of 
the Sri Lankan economy and help draw 
up a programme of high-priority recon- 
struction and long-term development. 

The World Bank noted that the 
ethnic conflict had *immensely slowed" 
the pace of Sri Lanka's development, 
inflicting “considerable damage" to the 
country's transport, communications 
and public capital stock. It had also 
"caused the suspension of most deve- 
lopment projects in the areas of conflict, 
including several World Bank-sup- 
ported projects. " 


e Mel told the REVIEW that several 

donor countries had agreed in prin- 
ciple to assist the reconstruction effort if 
a political settlement was reached. He 
was optimistic that this aid would be 
forthcoming now that an accord had 
been achieved. 

With the IMF also welcoming the 
peace accord as a step in the right direc- 
tion, the financé minister is hopeful that 
Sri Lanka will also be able to obtain vital 
fund support. De Mel, who is under 
p from the IMF to trim the 

udget and current-account deficits, be- 
lieves that reduced defence expenditure 


An electronic data exchange links regional bourses 


By Lincoln Kaye in Bombay 
ocal finance writers hailed it as In- 
dias own "Big Bang" — à newly 


launched electronic relay of share-price 
data between the floors of India's five 
biggest stockmarkets. To brokers and 
investors, though, Stockscan, as the 
new service was christened, seemed 
more of a whimper in its first week of 
operation, at least in terms of its negligi- 
ble immediate effect on trading. 

In a bid to squelch inter-bourse share 
ramping and arbitrage, the Press Trust 
of India (PTI) now displays “up-to-the- 
minute" quotations from all five 
beurses on 12-ft-wide panels above 
the trading pits in Bombay, 
Ahmedabad, Madras, New Delhi and 
Calcutta. The service currently covers 
400 scrips, flashing them eight at a time, 
with special concentration on the 60 
most frequently traded. Within the 
year, the Stockscan network will in- 


r _ chide India's 11 other regional bourses 
"m and data will be available on desktop 
7| screens as well for brokers and invest- 
ors, promises PTI DAP 
manager Gousang Kundapur. 

In ition to share prices, the ser- 
vice va isplay news headlines and 
constant-updates of the 30-share Bom- 
bay Stock Exchange (BSE) "Sensitive 
Index.” A new, 100-Mhare All-India 

ro 
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index will be concocted soon especially 
for Stockscan, comprising shares from 
all five bourses, according to BSE exe- 
cutive director M. R. Mayya. By the 
1990s, he projects, the Stockscan link 
and the exchanges' own computer capa- 
cities should add up to an interactive 
National Market System, on US lines. 

A lot of trading-floor veterans re- 
main  unconvinced, however, of 
Stockscan's potential as a panacea for 
India’s volatile and highly speculative 
share markets. For one thing, in their 
first week of operation, the screens 
seemed to incorporate only Bombay 

rices for most scrips. Entries were left 
lank for other bourses. 

True, the BSE alone accounts for 
nearly two-thirds of turnover on the five 
exchanges. But the satellite bourses 
have a way of getting considerably out 
of line with Bombay prices. "You used 
to be able to sell, say, Reliance at 144 
when it was being quoted for just 120 
here," recalls a Bombay broker. And 
even if the Stockscan reporting from 
outstation bourses were to improve 
enough to bring inter-bourse share 
pfices into line during the two-and-a-half 
Itours daily of official trading, big dis- 
parities could easily open up again dur- 
ing closing hours. “In a way,” admits thee 









should enable the country'to make the 
necessary economic adjustments. 

Sri Lanka has been negotiating sev- 
eral months for financing totalling Rs 7 
billion (US$235.7 million) from the 
IMF's Compensatory Financing Fund 
and Structural Adjustment Facility. De 
Mel said that the discussion at a recent 
meeting of the IMF's board of directors 
in Washington gave room for optimism 
that the credits would be granted, en- 
abling the country to weather the cur- 
rent balance-of-payments crisis. 

The Finance Ministry and several 
government agencies have already set 
up a task force to assess the extent of the 
war damage. It is expected to complete 
its survey by the end of Augus]. 

De Mel said that as a firs@step in the 
reconstruction effort he was trying to 
get aid donors to resume work on pro- 
jects suspended because of the unrest. 
Among these are a Dutch-funded water 
supply scheme in northwestern Man- 
nar, and integrated rural development 
projects in the north and northeast. 

“If this peace is consolidated in the 
spirit and letter of the agreement, then 
we will see the first signs of resurgence 
of new economic activity six months 
from now," the finance minister said. 
"However, a full recovery or return to 





broker, "this just drives the arhitrage 
players onto the kerb." It also makes if 
easier for brokers in a given town to cir- 
cumvent their bourse's strictly focal var- 
iants on margin requirements, fofward 
selling and trading hours. 


esides the outstation lacunae, 

brokers complain, even the Bom- 
bay quotes seemed to run about 20 min- 
utes behind the flow of actual trading 
— slower than the traditional “wire- 
broadcast” recitation of price data over 
loudspeakers in BSE brokers’ offices. 
Then, too, the wire broadcast has re- 
portedly been tga-epescawyith by share 
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the pre-1983 economic situation will 
take at least three years. Tourism and 
foreign investment will turn around fast- 
er, showing a considerable improve- 
ment in two years." 

Fishing is another industry which 
could récover quickly. Fishermen on 
the northern and eastern coasts were 
unable to set sail because of restrictions 
aimed at preventing Tamil fighters from 
getting arms and support from India. 

There are already signs that the ag- 
ricultural sector is beginning to recover. 
Products from the north are starting to 
move to markets in-the south, and 
Trade Minister M. S. Amarasiri said 
that the state-owned Cooperative 
Wholesale Establishment had recently 
sold 25 trueks to traders in the north and 
east, suggesting that private sector 
hauliers were building up their fleets. 

Diplomats in Colombo have noted 
that the Japanese Foreign Minister 
Tadashi Kuranari, who was in Sri Lanka 
from 11-14 August during a tour of 
South Asia, told President Junius 
Jayewardene that Tokyo would provide 
extra assistance for the reconstruction 
and rehabilitation effort. Japan is Sri 
Lanka's biggest aid donor with 1986 
contributions adding up to a sizeable 
2.9% of the nation’s GDP. 
































rampers in the past, and investors re- 
main leery that Stockscan could be simi- 
larly manipulated. 

To this qualm, BSE general manager 
' R. R. Nayyar replies that, unlike the 
wire broadcast, at least Stockscan's 
` computer-keyed input leaves a written 
record for accountability. Floor sources 
wonder how much help this would be, 
though, in actually reconstructing al- 
leged hanky-panky, since the keyed-in 
prices are not linked to any specific 
transactions. That level of detail, as well 
as real-time computerised turnover fig- 
ures, will take a few years more to 
realise, Nayyar estimates. 

Meanwhile, he points out, it is too 
early to tell whether share-price data 
alone would be enough to accomplish 
Stockscan's stated goal of narrowing the 
gap between quotations for a given scrip 
on far-flung exchanges. After all, he 
notes, in order to arbitrage away a price 
differential, all players in the market 
must have equal access not only to infor- 
enation but also to the trading arena. 
That is hard to guarantee in a country 
where ił can take hours to successfully 
plage a long-distance phone call. 

o make the Stockscan data action- 
able for would-be arbitrageurs, Nayyar 
says, BSE members have petitioned the 
post angl telegraph office for special di- 
rect communication lines linking the 
various exchanges trading floors. 
These might help, to some small extent, 
to alleviate the chronic illiquidity plagu- 
ing Indian bourses: stock ploys will 
doubtless resound less in an electroni- 
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TRADE . 


Inflationary pressure  : 
The US moves against dumping by Japanese companies 
By Robert Manning in Washington 













Us cad steh gf qium bd esar ayaa iden between the 
US and Japan. A . 
ment in mid-A that J roller bearings 
in the US by not raising prices to compensate for value of the yen 





onsla cases, for J to 
cepi ught vara n. etd ies apanese exports 
The Commerce ^r dechium maria the fest tone Wahin 
has penalised Japan for not passing on to consumers the costs of the 
enbas Paraan Tut, PER MN DRM NIMM M 
since September 1985, and selling at a loss to maintain market shares. US in- 
dustry is closely monitoring the case, particularly car, and steel 
manufacturers. “It certainly is a very important regard 
Japanese landed in this country," said Robert Perkins of car-maker 


case was filed by the Ohio-based Timken Co., one of the world's 
2 dr aret Oe Com- 


major 
m at 70.4% of fair market value, while another, NTN Toyo 
, was assessed to be dumping at 47% of fair value. All other Japanese 


bearing makers were alleged to be dumping at an 
average 45.6% of market value. 
The 


and is expected to 


ber. If so, the US Customs 
to collect duties equal to the dump- 


nh amd Al ocak eve amen 


on Japanese exporters. According to a Timken of- 
ficial, the Japanese bearing firms already operated 
om à very narrow before the yen re- 
valuation — 4.3% in the case of Koyo Seiko in 
1985. Barry Bosworth, an economist with the 
Washington think-tank the re - 
predicts asa result Japan- 
ese goods in the US will rise by 20% by the end of 

next year. A further result, analysts say, is that the 
Commerce Departments precedent may make it even more diieu for Japan 
to implement economic reforms of the Maekawa Com- 
mission, =a by be both P Minister Nakasone and the US Govern- 
ment, as a of heavy new US tariffs would adversely affect the Japanese 
economy. 


Fae casi aas tenia tened anti-J sentiment in Washington 
in the aftermath of the T affair (REVIEW, 6 Aug.), and as Congress was 
entering the final stages of passing a massive new trade bill. One member 

called it “a warning shot across the bow that currency changes have 
to be reflected in product prices.” The Commerce 's decision is 
likely to fuel “Japan-bashing” hardliners when the House and Senate go to 
conference to iron out differences in the trade bill, expected to be enacted by 
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the end of the year. 
Commerce Under- Smart predicted that given the discre- 
IB ee irse Poem rn lesser shift in prices of Japan- 
ese goods, “there are likel ee eee alge qued hi j ~ 
customed to seeing '” Washington point to Japanese ig o 
cstomed a sing.” Washington analysts point to Japanese tese pickup trucks as : 
nnd pda OS Cauacs IUNIO CREE LANA dei 
panese car-makers. 
Another area where dumping mag balsio oa singe of 
products, including supercomputers. 
woe dat s ea RE idi US Bd eave aged is 
— 
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SS oak of East Asia (BEA), the third 
ad largest Hongkong-incorporated 








he F rench bank has acquired 
"China Development Invest- 
of China subsidiary, 4% 
through a placement that will 
$474 million (USS60, 9 mil- 




















for some months, with the 
price surging amid rumours of a 
akeover bid for the bank, which 
TAT by the Li, Fung and Kan 
i 





















































bank claim the directors have a 
ke of at least 55% under their direct 
K indirect oe the bank s latest. 








Trusts and extépdbd famil y holdings 
unt for a sübstantial stake, accord- 
ing to bank sources, though a common 
rception in the market is that the re- 








ed. At different times the Fung and Kan 
milies have strived to assert more di- 
ect control over the bank, and relations 
vith the ‘Li family have often been 
‘nse. Even within the Li clan, differ- 
ences have emerged. Stock Exchange of 
gkong chairman Ronald Li is 
thought to have increased his holding in 
nt months, and not necessarily to 


rotect the wider Li family interests. 






















issioner has the power to approve 








> commissioner a decisive say on the 








ol of the bank. 

Activity has been hectic, and from an 
age daily volume of around 375,000 
hares last December, 
30,000 in June, rising to 550,000 shares 
Jast month and an average of L million 
shares a day before trading was sus- 
pended on 14 August. Trading statistics 
and thé bank'sshare register revéal sub- 
‘stantive changes | in BEA's ownership 
profile over the past year, with the 
Sharchotder- body dwindling to around 
3,500 from 5 
: companies, beneficial ownership is dif- 

















dividuals have been ac- 












ink. in a Ri described variously as- 

"strategic, has taken on - 
eight minority share- | 
nérale and the Bank | 


| ‘has beer the subject ofintense | 


spective families are anything but unit- - 


Some elements within the bank are: 
to be relieved that the banking | 
recently, BEA merchant banking asso- 


pointment of directors and on the 


it increased to 


000: Because of nominee 


: ! E BEA shares witha view to a 
akeover or at least to cash. in on such | 
e n Bank: sharing Y 80% apf anie cain 


|| talk was the ubiquitous Joseph Lau, 
| Whose extended group has funds in ex- 

cess of HK$2.5 billion available and was | 
. 3696 rise in the Hang Seng Index. Dif- 





€ — 


, all of whom are still represent- | 
tthe board. Although sources close- | 





ireholders who hold more than 10% | 
a bank's equity. This provision gives. 


e&termine. But analysts believe 


| formed chief manager David Li of this 
. fact. 


Entertainment, both closely identified 


adviser to Hongkong. and: Shanghai - 


- Bank of China is in the interests of all 
shareholders. Indeed, according to one - 


| duce powerful Japanese and US institu- 
tional shareholders, aiming at foreign 


Among those mentioned in market 


seen as a likely candidate for a substan- 
tial minority stake in BEA, which at 
its recent. HK$38-a-share peak was 
capitalised at HK$5.2 billion. Lau's ad- 
visers have denied that he had identified 
the bank as a target and twice in- 


|. Li, by some accounts, ‘replied 
through an intermediary, but the reluc- 
tance to communicate directly “illus- 
trates the distance between the two 
businessmen, interpreted by some ob- 
servers as a feud. Lau last year acquired 
control of Chinese Estates and China 


with the Li family, in an aggressive 


BANK OF EAST ASIA 
ROLLER-COASTER _ 


j ene VIEWGRAPH p Tang 


move initially aimed at unseating the Li 
family from the two companies: More 


ciate East Asia Warburg has acted as an 


Hotels in its defence against a raid by 
Lau. 
Bank officials deny the. placement 
was an effort to shore up a vulnerable 
management position, and insist the in- 
troduction of Société Générale and 


source, BEA may in due course intro- 


ownership of about 25% by 1997, 
spread among five or six geographically 
dispersed investors. 

oth Société Générale and Bank of 


China have been partners with BEAina | 
tripartite leasing venture- for some 
yéars. BEA, with 20% of Trilease Inter- - 


national, is the smallest shareholder, 
with Bank of China and the French 





~ murmurs suggesting the ‘deal’ igt 








ave been i 






challenged surfaced on the stockmar- 
ket. But conversion of that sentiment 
into action seems unlikely. as 
Li has referred to takeover rumours 
as malicious, though they succeeded in 
pushing the share price up by almost 


. 2076 during the first two weeks of Au- 


gust, and by more than 70% since the 
beginning of the year, compared with a 


ficult though it may be to characterise as 
malevolent rumour-mongering that 
pushes a share price up by such a mar- 


. gin, BEA has been the subjeg of some | 


critical comment. 

. This relates primarily to ie banks 
inner reserves, a phenomenon that ena- 
bles banks to report part of the true pic- 
ture, and designed to protect the bank- 
ing system from confidence crises dur- 
ing temporary. aberrations in per 
formance. Disclosed profits by Hong- 
kong banks are stated after adjust- 
ments to inner reserves, which are 
secret, and frequently subject to post- 
ulation. 

^ BEA, itis claimed, suffered substan- 
tial write-offs as a result of its exposure 
to the failed Carrian and Eda property - 
groups, virtually wiping out inner re- 
serves. Li has repeatedly refused to 
elaborate on the bank's inner reserve 








position, saying it would not be in 
. BEA's commercial interests to pioneer 


* 


full disclosure in Hongkong. 


n representations made to the New 

York and US Federal banking au- 
thorities in 1984, according to some 
sources, BEA was forced to admit inner 
reserves of a few hundred million Hong- 
| kong dollars, small in relation to assets, 
which at the end of 1984 ‘totalled 
HK$12.5 billion, and have since risen to 
HK$20 billion. Bank sources, while 
conceding the need-to. provide against 


^ the Eda and Carrian exposure, deny 


that inner reserves "were. exhausted 
as a result, and say write-backs of secu- | 
rity in the recovering property ‘en- | 
vironment have since restored the 


| cushion. 


During the run-up to 1997, competi- 
tion in the Hongkong banking market is 
likely to intensify, as the Bank of China 
pushes to increase its share of the cakes 
BEA’s move to bring in the Bank of 
China as a small but symbolically impor- 

tant shareholder at this stage is sewn, by 
many as a reinforcement of the alliance 
between David Li and the mainland 
bank: 

His calis: for a ceni éd bank and the 
dissolution of the existing note-issuing 
structure are in line with the Bank of 


| China s own sentiments on these mat- 


ters. While the appearance, and indeed 
the fact, may be short-term defence, the 


f longer-term BE P E of this associa- 
E tionaref far mores a 









is no attack 
d no transae 




















a transaction isn't in a prb interests, we. 
recommend against it. 
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“RIES 


The key to our performance and success 

' lies in the manufacturing of synthetic 
fibres in our own Swiss plant fer 30 years. 
We have accomplished our existing 
processes, discovered new technologies 
and set up effective quality and cost 
controlling systems as well. 


Take direct spinning process, 
efor exam@A a universal technology 
that saves énergy and yields a superior 
quality. e 
We license our own and third 
Arties’ processes. More tha 400 pro- 


NONE 
du 
ERA 





duction plants are currently operating 
in the five continents. These plants 
supply a major share of the worid 
market in polyamide and polyester 


fibres. 


e Do you want to manufacture syn- 
thetic fibres, build iKdustrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 





EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


- 
Licensors - Engineers - Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 O11l, Telex 851 410 
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1962: 
Department of Atomic Energy charged with 
starting up a space programme. 
1963: ` 
Rocket station set up to probe upper atmos- 
phere as part of UN-coordinated study. 
1967: 
Earth stations for satellite communications 


1 972: 





1975-76: 
: First major space application programme, 
Satellite instructional-TV experiment, con- 

ducted using US ATS-6 satellite. 

x 1977: 

Three-year satellite telecommunications- 
experiments project begins, using Franco- 
German Symphonie satellite. 


ASIA IN SPACE 





19879. 
: Second 





1980: 


| from Andhra Pradesh launch site. 


| 0 $881: 
dias first experimental 


| Union. SLV-3 leunch unsuccessful. 
| 1983: 


P tons, broadcast-relay, mete 
| geosurvey functions. 
| 1984: 


1987: 


for March 1988. 


Step by step towards 


eventual self reliance 


f Indian rockets are a 
little like Indian bicy- 
cles: somewhat out- 
of-date in terms of de- 
sign and prone to 
breakdowns, but in 
many ways adequate 
for India's workaday 
needs. This is very much in line with the 
philosophy of the country's space pro- 
gramme since it was conceived in the 
1960s. India wants to develop its own 
rocket and satellite technology for its 
own needs to the stage at which it ceases 
to be reliant on foreign components. 
But it has no surging ambitions to enter 
the international commercial arena or 
develop its own manned space program- 
me. 

India's march towards self-reliance 
has not been without its setbacks, as was 
demonstrated on 24 March when its 
Augmented Satellite Launch Vehicle 
(ASLV) crashed on its maiden flight, 

« plunging ignominiously into the Bay of 
Bengal 160 seconds after lift-off. De- 
spite such dramatic failures, India's 
spase programme has made solid pro- 
gress since its inception and at costs con- 
siderably below those of Asia's other 
two space nations — Japan and China. 

The Indian Space Research Organi- 
sation (ISRO), which is responsible for 
im: lementing the nation’s space 

policies, has a budget for the current fi- 
nancial. year of only Rs 3 billion 
(US$229 million), compared, for in- 
stance, to the US$800 million being 
spent by Japan's National Space Deve- 





ló ment Agency. This re 





In this, the s second in the Asia in 
Space series, REVIEW. New Delhi — 
correspondent Lincoln Kaye looks 
at India's "ace programme, | 











third of India's overall outlay on science 


| and technology, which in turn is just 


0.7% of total government spending. 
In return for such small outlays, 


India has managed to provide a network 
|. of 


satellites providing nationwide 
broadcasting capabilities and improve- 


ments in other communications’ ser- | Geostat 
| Vehicle (GSLV), de sigr 


vices. It is also using information pro- 
vided from satellites in oroit to monitor 
weather patterns and seek out hidden 
reserves of natural resources, such as 
minerals. 

The Indian space programme is also 
providing opportunities for Indian in- 


dustry to improve its hi-tech capabili- 


ties, through the provision of contracts, 

as well as offering opportunities to In- 
dian scientists, who might otherwise 
emigrate for lack of employment. 

The weakest link in the nation's 
space programme lies in the power and 
carrying capacity of its rockets. So far, 
ISRO has been limited to launching Ro- 
hini satellites weighing a maximum of 30 
kg into low-earth orbit aboard SLV-3 





_ Search for cohesion: page 2^ 
Neighbourly help: page 54 





indian satellite, — Bhaskara-1, 
 tauniched from Soviet Union. Unsuccessful 
launch of first Ihdian-built SLV-3 rocket. 


. SLV-3 successfully places Indian-built Ro- 
hini satellite irto near-earth elliptical orbit 





[communications satellite redd 
French Ariane rocket. Earth observation 
. satellite Bhaskara-2 launched from Soviet 


"Second successful SLV-3 launch, Multi- E 
| function insat 1-B satellite launched oy US 
; space shuttle. Conceived by ISRO (with de- 
 tailed design and fabrication by US subcon- E 
. tractors), insat 1-8 cones comunici 





| Joint Indo-Soviet manned space mission. 


Abortive flight cf augmented Satellite Launch 
hicie designed to carry 150-kg payload 
x low earth orbit. pens See ees 


——Pn 


cessful. 


| SLV-3, has been designed to put a. 
| kgs satellite into low-earth orbit, The ad 
| ditional thrust required to achieve thi 
| comes from two strap-on booster 
| being attached to an SL V, and the | 
| rocket also incorporates an improvec 
| guidance system. Both 
| | apparently "worked well «durin 
| | ASLV's brief maiden flight, say ISR 
|! | scientists, who believe a minor flaw 
| the ignition system of the rocket's first 
: stage causec 


| ASLV i is lminched i in ! March next yi r 


| ASLV, to the late- 1990s. 
| to be ina position to launch Inc 
i lites” into geostationa y 
| new: 





-ISRO also 


| remote sensing. satellites intó orp 


_ISRO scientists, he suggested 


ketry programe would npt gain su 

































































































rockets. 





And out of | the four S V- 





The ASLV, the successor of 


hese fe 


dt to fail. They. ee 


ISRO is already look ng b 


y orbit. 
n of Indian 
develo a Géostationa 








lites into orbit 36,000 km ab ) 
where they will appear to h 
fixed position over the Subco 
so plans to develop . 
Satellite Launch Vehicle (PSL 


which will allow them to observe a 
locale at the same time each day. | 


C ritics are sceptical about the or; 

sation’s ability to achieve 
goals within a decade. Indian j journa 
Amalendu Das Gupta, writing in The 
Statesman of Calcutta, argued thai 
India's relative weakness in rocket tech 
nology has its origins in the fact. that. 
ISRO is supposedly confined to civilia 
rather than military, applicatjons. Ex 
pressing a view privately h ne 





out explicit military backing the rë 














— The best of the Richard Hughes 
columns from 1971 to 1983. — 
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Docket technology to milita 
which he said had given Peking's pro- 
gramme a sense of national urgency. 

In fact, ISRO's divorce from India's 
fledgeling programme to develop mili- 

















ket programmes in the hi-tech en- 


change of ideas. Key 


as happe 
of the ISRO's SLV-3 . programme, 
A. P. J. Abdul Kalam, was appointed 


Development Laboratories (DRDL ). 
It would be ironic, says a science con- 


space programme was to take a more 


statesman of the In- 
B dian space program- 
2a me, pulis out a Rs 2 
Hi banknote to illustrate 
the challenges he 
faced in pulling to- 
pee gether ISRO's space- 
technology users and suppliers. 

The back of the banknote depicts an 
Indian-built Bhaskara satellite, one of 
the proud achievements of Dhavan's 12- 
year tenure as ISRO director. But on 
the front of the note, it takes 13 differ- 
ent scripts to convey its denomination to 
India's heterogeneous millions. 

“In a land that diverse, imagine the 
problems of pulling together space ap- 

. plications to serve India’s needs," says 

| Dhavan. — 

| A sure-fire way to enlist support for 
the programme and harness it to na- 










-| tional goals is to make space a paying 


| proposition for Indian industry. Since 
| the 1970s, ISRO has liberally shared the 
| fruits of its own research and develop- 
| ment efforts with industrial groups. 
Some of these technology transfers 
have been for non-space applications. 


Others have been for buy-back con- | 


tracts entitling industrialists to supply 
. ISRO's own component requirements. 
| This approach works best in such areas 

as materials technology, electronics, 

microprocessors and are. 


In some cases the flow of expertise | 


has been in the opposite direction. For 

example, industrial specíalists under 

ISRO's overall direction provided the 
| gaods and services needed to build 
large-scale space installations. 








| edly lies in satellite development and 


tary missiles is less than- total. There | 
is considerable contact between mem- | 
bers of the civilian and military roc- | 
| | any developing country's peaceful in- 
claves of Bangalore and Hyderabad ` 
and this is not limited to the ex- 
| personnel | 
have also crossed the great divide, 
ned recently when chief | 


head of the Defence Research. and | 
 sellor at a Western embassy, if India's - 
martial turn, just as China is starting to - 
place greater emphasis on civilian appli- - 


cations. "The Chinese are now realising ` 
they have been overly focused on sheer 


| Satish Dhavan, elder 


Entrepreneurial technology 





- For projects like the ASLV and | cities. Some of these com 





t expertise undoubt- - 


applications. In line with its civilian and 
utilitarian priorities, India has Concen- 


trated on communications, meteorolo- 
gical and earth-resources survey satel- 


lites — the three obvious priorities for 


terests in space. It has not allowed its 


limitations in rocketry to slow down its 
satellite programme. With the help of 


US, French and Soviet rockets, ISRO 
now has in orbit a fleet of satellites far 
larger and more sophisticated than any- 
thing it is in a position to launch itself. 

- he last successful launeh was in 


1.1983, when the US space shuttle put a 
1,150-kg, mudti-functional Insat 1-B 
satellite into geostationary orbit. A sec- 
| ond Insat, the 1-C, was to have been 


launched by the National Aeronautics 
and Space Administration (NASA) last 
year, but had to be postponed due to the 
Challenger disaster. The 1-C is now 


PSLV and their associated launch 
ranges and test facilities, the roster of 
industrial houses involved reads like a 
who's who of Indian business — Godrej 
and Boyce, Larson and Toubro, Ciba- 
Geigy, Wimco and a host of public-sec- 
tor giants like Bharat Electronics, 
BHEL and Hindustan Aeronautics. 

.. But it is not the big industrial houses 
that ISRO is most eager to promote. « 
y “bouti- 
ques" are better positioned to take on 
the highly exacting assignments which 
require space-grade quality control 
standards on a one-off basis. The 
hi-tech enclaves of Bangalore and 
Hyderabad, . headquarters, | yespec- 
tively, of ISRO and DRDL, seem to be 


such ventures. . 


Of 19 technology licences granted by | 






the space programme in 1986-87, over 
half went to small firms in these two 
panies were 









































of back-up for the 1-B leaves Insat users 
especially nervous because the satellite is 
central to India's space-based telecom- 
munications, broadcast, meteorological 


and earth-resources survev services. 


Phe multi-functional design of the. 
satellites is a unique ISRO achieve- | 


| ment, which is now being imitated by 


other Third World countries. But wit 


| thecurrent long waiting list for commer- 


cial-launch services, the policy of put- 
ting all its eggs in one.space-borne bas- 
ket-could come back to haunt India. The 
situation also gives ISRO an added in- 





4 centive to accelerate the development 
| ofthe GS&V, says Insat programme di- 


rector Jai Singh.. 
Space on other nations’ launch vehi- 


| cles: is not all that India has bought over- 


seas. It has also engaged foreign sub- 
contractors to help design and build 
satellites, either in whole or in part. 
Development of the Insat-1 series has 


actually set up by ISRO staff members 
with the full encouragement of their 
former bosses. Go 
ment financing institutions are working 
with ISRO on venture-capital schemes 





| to promote such entrepreneurs. 


‘Since 1982, ISRO has offered its ex- 


| px on a consultancy basis. So far it 


75 projects, either completed or in 
the works, in such diverse fields as edu- 
cational technology and heat transfer 
and combustion. 

As the space programme picks up 
speed in coag rean. ISRO's relations 
with industry will have to change, ac- 
cording to its director, U. R. Rao. With 
just 7,000 scientists — about as many as 
the organisation can accommodate and 
still retain its much-prized collegial 
flavour — ISRO can no longer afford to 
be the font of all technology for its in- 
dustrial suppliers. The space program- 
me has to be able to command whole 
i ada on a turnkey basis rather than 

y have components manufactured 


| ae licence, Rao says. 


| (BHPV) of Vizag. 


A foretaste of what ISRO hopes will 
become its dominant mode of contract- 
ing is provided by the recently commis- 


Menm large-space simulation chamber 
TA e prime contractor will be 
harat Heavy Plate and Vessels 


, which has enlisted 


| theaid of Spectrolab and HVEC of the 
. US. After three years, BHPV is expect- 





. ed to turn over a completed project to 


ISRO — and collect Rs 350 million. 
The space programme has already 
spent enough to make industry sit up 
and take notice. If turnkey contracting 
becomes the order of the day — and In- 


dian engineering firms rise to the chal- 
lenge — an even greater share of | 


ISRO's expenditure for the 1990s could. 
find its way into TONY S po: 





vernment develop- 


Arianespace i in 1988. Meanwhile, the Ah 










nearly US$200- million over a six-year | 


| 
man, U. R. Rao. “Itis pointless to try to | 
do everything.” By not attempting self- | 


the ground," Rao explains. "The com- 


| plexity should all be out there in space, 
been one of India's biggest single over- - 


i uneuely odis odds developing na- 





LU BANGALORE 











in any fi eld, costing | 
period. 


“Our goal is self-reliance, not self- 
sufficiency,” 








and even Whole ipi ede are 
explains ISRO's chair- | farmed out to domestic in@ustrial u 
India isevenina en pnd : 
to foreign spi e hs. 
sufficiency, India has become perhaps | cently pr 5 
the world's best-informed purchaser of; 3 
space goods and services. = 
Such collaboration dates back to thi | 
1970s, when ISRO leased services on 
such foreign satellites as the US ATS-6 | pa 
or the Franco-German S: ymphonie- for | ai 
pilot programmes to try out space-based |. 
technologies, map out appropriate In- ; 
dian applications and develop ground- | 
support systems. To bring the fruits of | var 
space research down to the village level, 
ISRO had to cooperate with bureau- [Em 
| 
ii 
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of. installations, ‘and 1 forpin 
natianal links. —— . : 
Rao, who took over in ' 
consolidate these gains. “Sarab 
.Dhavan were prophets of somet 
novel for India,” says a diplomat in N 
Delhi. "But Rao's mission is to rout 
space research and space-based 
vices. It is the much more- 


crats of every stripe, from mine mana- 
gers and agronomists to TV producers. 

"The object has always been to keep it 
as simple as possible for the people on 


not down here." 
In fact, with the world's third-largest 
technically trained workforce, India is 
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With a little help 
from their friends 


When Soviet leader 


Mikhail Gorbachov 
was on a state visit 
ito New Delhi in 
November last year, 
he made one much- 
publicised proposal 
which has since met 
with a strangely muted response from 
his Indian hosts. Gorbachov suggested 
the creation of an Indo-Soviet space 
centre that would train scientists and 
cosmonauts from developing nations, 
so giving them a stake in this rapidly de- 
veloping new frontier. When asked 
about the prospects for such a centre re- 
cently, U. R. Rao, director of ISRO, li- 
mited himself to the response that the 
"idea bears more looking into." 

ISRO has good reason to steer clear 
of too tight a Soviet bear hug. Space 
technology is one field in which India 
has made non-alignment pay. Like 
salesmen trying to wedge a foot in a 
half-closed door, Western embassies 
eagerly pander to the Indian appetite 
for technology in general and space 
wares in particular. Their tempting of- 
fers include launch services — some- 
tigés at deep discounts or even gratis 
— as well as raining and collabora- 
tion on a wide range of satellite applica- 
tions. 

The Soviet Union, attempting to de- 
fend its own turf against such hi-tech 
interlopers, offers satellite launches, 
either free or at bargain rates payable in 
counter-trade. As an added bonus, In- 
‘dian cosmonaut Rakesh Sharma's eight- 
day flight aboard the Soviet Soyuz T-11 
space station in 1984, provided a boost 
for the national ego. The US, not to be 
outdone elaad planned to carry an Indian 
"payloa cialist^ aboard a NASA 
space shuttle last year to launch the 
Irhat 1-C communications-cum-geosur- 
vey satellite, a 








The Challenger disaster derailed 
those plans, obliging ISRO to reserve 
space aboard the European Space 
Agency’s (ESA) Ariane rocket instead. 
By the time the Insat 1-C finally goes 
into orbit in early 1988, the estimated 
cost of the launch will be nearly US$50 
million, or twice the price that would 
have been charged by NASA. 

Such sums will not be so easy to pay 
off in barter, as ISRO once did by swap- 
ping 7,000 Indian-made transducers for 
the Ariane in exchange for liquid-en- 

ine technology for the PSLV. Even 
viet launches of Indian remote-sensing 
satellites, nowadays, are priced at an es- 
timated US$10-15 million, according to 
Western analvsts (the actual figures are 
kept secret). The days when Indian 
satellites could expect cheap rides into 
orbit, are fast disappearing. 


A’ recently as 1981, India’s first com- 
munications satellite to be placed in 
geostationary orbit — the Ariane Pas- 
senger Payload Experiment (Apple) 
— got a free ride. At that time the ESA 
was as eager for payloads to test its 
launcher as ISRO was for a chance to try 
out space-based communications re- 
lays. The Apple built upon the experi- 
ence gleaned in a three-year series of ex- 
proe (through 1979) using the 

ranco-German Symphonie satellite, 
loaned by the Europeans. The two ex- 
periments laid part of the groundwork 
for India's own multi-functional Insat 
series of satellites. 

Another Insat precursor was the 
Satellite Instructional Television Ex- 
periment, in which 2,400 selected 
villages were exposed to TV for the 
first time in a mini-network relayed 
bythe US ATS-6 satellite. The US in- 
velvement in the Insat programme con- 
tinued with the appointment of the US- 
based Ford Aerospace and Communi- 
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= 
cations Corp. to do detailed design 
work and fabrication €o ISRO specifica- 
tions for the Insat-4 series, a seven-year 
contract believed to be worth nearly 
US$200 million. 

Diplomats in the science sections of 
Western embassies still gloaf about 
their involvement in such "grassroots" 
programmes and in their training of key 
ISRO personnel at seminal stages in 
their careers. Even the collegial style of 
interaction fostered by long-serving 
former ISRO director, Satish Dhavan, 
is referred to as a "NASA model" of 
space-programme management. By 
contrast, Western diplomats imply, 
the Soviets have had less of a direct 
involvement in India's space pro- 
gramme. * 

So far the Soviet Union has simply 
provided free launch services for India's 
first three satellites and is ready to 
launch more at a discounted rate. These 
launches, however, give the Soviets 
considerable leverage with ISRO, espe- 
cially since all the Soviet-launched 

ayloads so far have been remote sens- 
ing satellites (RSS), potentially the 
most strategically sensitive facet of the 
space programme. 

As a result of the Soviet monopoly of 
India's RSS launch market, Western 
countries have been reluctant to share 
with ISRO any remote-sensing technol- 
ogy, because they do not want it to fall 
into East-bloc hands. Not that this reti- 
cence has hampered ISRO much, says a 
diplomat in New Delhi. The latest In- 
dian RSSs are believed to have a resolu- * 
tion of 50 mor better, comparable,to the 
US Landsat. The importance India at; ' 
taches to remote sensing can be gauged 
by ISRO's commitment to open up four 
new regional RSS centres for wider dis- 
semination of collected information 
within India. 

As for disseminating its geosurvey 
data internationally, India has a reputa- 
tion for playing it rather close to the 
chest. ISRO receives data from the US 
Magsat and Landsat programmes, the 
French Spot satellite and Japan's 
Hakucho (Corsa-B) satellite. It also has 
technical collaboration agreements on 
remote sensing with West Germany 
and the Netherlands. But it remains 
shy about sharing its own RSS data, 
presumably for national security 
reasons. 

On the other hand, ISRO has under- e 
taken remote-sensing assignments and 
consultancy in Africa, Nepal amd Viet- 
nam, either under UN auspices or on à 
prennan TE basis. India 

as also been ready to share its telecom- 
munications expertise with other Third- 
World agencies, such as the Aral Satel- 
lite Telecommunications Organisation, 
the Pan-African Telecommunications 
Union and the Indonesian Space 
Agency. In addition, ISRO exchanges 


technical ne with Asian 
countries, including China and 
Australia. " 
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She travels through the high-pow- . 
ered wosld of business, demanding 
a precision performance of herself 
and of the airlines she flies—with no 
delays and no cancellations. 


This is the kind of performance she 

can rely on aboard aircraft pow- e 
ered by CFM56 engines. These 

are proven, advanced technology 
powerplants, with a dispatch relia- 

bility record of better than 99.996. 

It's impressive to her, and especially 

to our more than 70 airline custom- 


ers that span the globe. 


CFMS6 engines are world class. 
We didn't get there by putting our 
feet up and relaxing. That's why 


your passengers can. 
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, of relaxation and brings you the luxury of the city's largest ; 
hotel rooms. Where else but the Shangri-La Kuala Lumpur. $75, ES Suo 
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When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because the 
Review reaches the highest audience concentra- 
tion of heavy frequent independent business 
travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequen? ° 


business traveller$ write on company letterhead 
a 





Business Travels With The Review 


and we'll be glad to send you a copy of theslatest 
1986/87 6 City Media Phase from t he INTRA. 
MAR STUDY independently conducted by Inter- 
national Travel Research Institute. The faets 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 
Elaine Goodwin, ‘ 
General Sales Manager 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kona. 





















































THE sales was insistent: his po- 








was to buy foreign currency securities — 





| make a double killing on the Indonesian 
Kak dead as well as on PORCH stockmar- 
x here 







were many. such. securities 
en hawking their wares around 


.] unlucky. The man he had targeted as 
| good high-net-worth material turned 


s -out to be none other than Indonesia's |! 
.| central bank governor Arifin Siregar. - 


Siregar was not altogether amused. 
¿| At that time, the Bank Indonesia 
.] chief was fighting to stave off increasing 
speculation against the rupiah, fuelled 
. by the likes of foreign securities sales- 
men. Siregar knew better than anyone 
else that the chances of a further devalu- 
ation were remote and that the Indone- 
sian Government had no intention of 
| reimposing exchange controls. But the 
stories stuck "and even Indonesian 

| housewives began buying dollars. 





fo resort to a series of draconian liquid- 
ity-squ¢ezing actions which did not 
-|-exactly earn it popularity among the 








assured Shroff. 


€ THIS is a cautionary tale because it 


fel. points up the sort of circumstances 
under which countries like Indonesia 


and possibly other nations might be - 


DE tempted to resort to exchange controls 


again if financial markets continue to - 











behave without regard to their impact 
on the real economy. At the same time 
it is a warning to Jakarta not to ignore 
the value of capital markets. | 


change controls as far back as 1970 — 
before even Britain and Japan did 
so. Government technocrats concluded 
that controls did not really stop capital 
flight; they could be circumvented by 
| currency smuggling, over-invoicing of 
J imports or under-i -invoicing of exports 
'* and other devices. 






















1 an early stage is a matter for debate, 
but like so many actions taken by the 
technocrats — the Berkeley Mafia, as 
hey were then. known — it bore the 
limark of reason. The technocrats 
were not to know that internal corrup- 





ET -tential client in Jakarta should getoutof | 
.| the rupiah. The Indonesian currency 
- |- was about to be devalued yet again and | 
wp foreign-exchange controls might be 
reintroduced, The obvious alternative © 


| dollars, yen or deutschemarks — and - 





e -Indonesia i in May and June of this year | 
| as capital flight took off. This one was- 


That was when the central bank had - 


|. local business. community. The official - 
foreign-exchange reserves simply had to. 
be preserved. “I was very sad4o have to - 
take these actions but it was necessary. 
for the sake of stability," the governor 


. Indonesia opted to abandon foreign- - 


Whether they were right to do sovat | 





tion and mogopolies: would spice 


vantage of exchange freedoms. And 
they were not to know that external rate 
fluctuations and international securi- 
ties-market mania would provide such 
powerful counter-attractions to the 
rupiah.. 

Domestic economic management 
under conditions of free foreign-ex- 
change regimes and floatiag exchange 

rates can be a very difficult task, as even 
Washington and Tokyo have discover- 
ed. For the likes of Jakarta it can be all 
but impossible unless developed coun- 
try governments are prepared to shore 
up capital flight through Icans and aid. 
Developed country securities markets 
should for their part use their own free- 
dom nowadays with a little more re- 
sponsibility if they are to retain it. 


have an exactly spotless reputation 
chicanery. Many of them played the 
during the run-up to the last rupiah de- 


again in the early months of this year 
when a further devaluation was 


have played by the rules. 

Offshore loans to finance bona- fide 
business transactions qualify for conces- 
sional swap premiums in Indonesia but 
such transactions. One is to have a cap- 


kong make you a “loan” out of yourown 
funds. The virtually cest-free loan facili- 


whatever. That way the borrower en- 


cheap and with no exchange risk. 


Indonesians time and again to take ad- - 


€ NOT that Indonesian businessmen | 
when it comes to a bit of offshore 
great currency-swap game with gusto 


valuation in September last year and 


rumoured. Not everyone appears to | 


there are various ways of dressing up | 
tive deposit-taking company im Hong- |- 
tates a cheap purchëse of rupiah and | 
| also qualifies for the subsidised rate on 
swapping the rupiah back into dollars or | 
joys high rupiah interest rates on the - 


Can it be coincidence that the ranks | 





which not only donot possess a forei 
exchange licence back home but also 






he lauridry business? No 
der there are criticisms in Jakarta t 
the central bank is a bit too undi: 
| eimina ang in its swaps policy. — ^ 
| ^ Corruption and venality are sor 
times. defended on the ground that t! 
atleast act as a lubricant against the fi 
tion of bureaucracy — and gove 
| in Indonesia is nothing if not. 
bureaucratic. To what extent that 
gacy of Dutch colonial rule or Jav 
«ultural factors is something wt 
‘Shroff. does not feel qualified to p 
nounce upon. 
He does, however, feel entitled 

























be it as he. "unacceptable. face 
[Indonesian] capitalism "when the li 
of the director-general of à major 
pension fund starts asking for meat 
"commissions" from securities und 
writers in return for taking stock int 
portfolio. Such practices will chok 
the development of the capital markets 
if allowed to become pervasive. — . 
@ NOT that Indonesia can really as 
to mature capital-market status until 
abandons a number of taboos that cu 
rently inhibit the financial system On 
of course is permitting the um 
and often inefficient state banks toov 
whelmingly dominate. banking trans 
tions. 
Another is the. "understandihg' 
tween the government arid parliamen 
| that the government. will not run a d 
icit on the state budget. It has done so 
Of course for some time, with spend 
financed by cheap foreign loans, but th 
official fiction is that this isa temporai 1 
state of affairs. Japan has a similar avet 
sion to facing up to the fact of a s 
tural government deficit but at. 
Tokyo allows it to. be fin 
governme nt bonds an 
Indonesia does 
has to be sought ab 
sians are deprived of tł 
invest in domestic capit: 
which might well discourage them f 
putting so much money offshore: 
- A freely functioning. stockmarket 
| one where the government does not re 
gard it as its duty to stamp out specula- 
tion. — would certainly encourage mor 
money to stay at home. And permitting 
foreign investment in the market might 
result in much bigger long- 
inflows than the debt- burg n 
ment dares: Mes A. 78 















































of Indonesian deposit-taking companieg | s h 


in Hongkong are cOn#tantly swelling, | 


jncluding some owned. by institutions 







By Philip Bowring | in Hongkong 
A iways sell too soon, or run with your profits. Faced with 
#A further dramatic gains on most Asian and North Ameri- 
can markets, which of the maxims should an investor adopt? 
- On the one hand, investors cannot expect prices to rise 
more ina menth than they could earn from dividends in three 
years. But the faster prices rise, the less relevant the yield. 
The fact that a market has doubled in six months does not 
an it cannot double again in the next year or two. It may 
nd in disaster, but why miss out on the bull market of a gen- 
tion — possibly the bulls market of any post-1929 lifetime? 
ptimists argue with some justice that the US market is just 
ig up for a decade and a half of misery. Alternatively, 
n set aside immediate greed for bigger gains, and recog- 
that the art of investment pe respect to the Secreta 























Wall Street celebrated the fifth anniversary of its bull mar 
ket by showing that it could sprint almost as well as Asian. 
markets, rising 10% in a month with the Dow Jones Average 
breaching the 2,700 mark on 13 August. But the ariniversary 
was a reminder of how mature the bull market now is from a 


New York perspective. 
Back home, the Japanese avoided the long-awaited (at 
least by foreigners) debacle which threatened in early July 


and the Nikkei climbed back over 25,000. Firm domestic de- |. 
mand and good profits prespects were the stated reasons. |- 
But early indications of a return of inflation and a weakeryen |. 
suggested tighter monetary policy. So if Japan has been |- 


liquidity-driven and ignored the squeeze on earnings, it is 
hard to now expect another surge. 

- Elsewhere in the East, markets powered ahea Most pre- dz 
carious appeared to be Australia, where industsials went up | 
with the Dow and commodity stocks with every inflation | 


| scare. But neither seemed to suffer anything but momentary _ 
















































71 Pisa nen changes | 


in the world airline in- 
dustry have created 
some exciting invest- 
ment opportunities. 
In. the US, deregula- 
tion has led to bank- 
ruptcies, mergers, low- 
r lower salaries and lower 
andards. In Europe, the major airlines 
re running scared of the deregulation 
nd, having seen what it did to US car- 
rs. Defensive mergers are in the air. 
Deregulation has-also had patchy im- 
pact in the Far East. | 


duction of costs all-important. Salaries 
of pilots and other staff have been 
ashed, and employment lists have 


alled mega-carriers, which have been 
teated by a succession of takeovers, 


has settled. 


vanced. All six. carriers which have 
"merged are longing for that small in- 


lead to a massive increase in profit. 


bear the manv fixed costs involved in 


Bi. SER to net profits. 

things are looking up already. 
The in inftial costs of the mergers are now 
reduced and price rises have been put 
L e Meanwhile, messenger traffic 


‘In the US, a fare war has made re- 


been cut back. The development of so- 


ave led to economies of scale in admin- 

istration and advertising. Only the fit- | 
test, have survived and thete may be a | 
{few more takeovers yet before us dust 


But the battle is already more ad- | 


crease in profit margins which would - 
Most of them are heavily geared, and ; 
sending a plane into the air, but a small | 


percentage increase in: load factor or | 
prices would make a disproportionately 


* inosfpaid for, running costs have been. 





continues to grow. The 10 largest air- 
lines reported an 18% jump in what the 
industry calls "revenue passenger 
miles" in June from a year earlier. The 
load factor was up to 65.8% from 62.8%. 


Earnings per share of Allegis, the- 


company which owns United Airlines, 
are forecast by. Shearson Lehman 
Brothers to rise from 25 US cents in 
1986 to US$2.45 this year and US$3.65 
in the next. Earnings per share of Texas 
Air, which has brought together the for- 
merly independent operations of Conti- 
nental, Eastern, Frontier and People 
Express to make the world's biggest air- 
line company apart from Aeroflot, are 
forecast to jump from US$1 this year to 
US$5 in 1988. 

If these forecasts are accurate, then 
US-airline stocks are rated at a consi- 
derable discount to the market gener- 
ally. They are on prospective 1988 
price-earnings (p/e) ratios of 7-12, 
whereas the US market generally is at a 
prospective p/e ratio of more than 15. 
The airlines still carry risks, but at this 
discount, they must be rated a firm buy, 
especially as there is scope for further 
profit growth beyond 1988. The US air- 
lines which Shearson Lehman likes best 
are American Airlines operator AMR 
Corp. (recently at US$60.75), Delta 
Airlines (US$54.75) and NWA 


(US$68.37), which operates Northwest 


Airlines. 





China’s red chips: page 60 
Tokyo control: page 61 
^" Members only in Taipei: page 62 
Earnings qbality: page 64 


ATOR æ 


| British c A ledonian.. 






















The. US airlines, lean and battle-hard- . 
ened. after the fare war, are very differ- — 
ent from Europe’s fatcats. In a com- 
parative studv of international airlines 
last year by Kleinwort Grieveson, all six 
North American airlines surveyed ap- - 
peared to have higher labour producti- 
vity than the seven European airlines in 
the same survey. (There is no sure way | 
of comparing labour productivity fairly , 


due to the differences 
age plane sizes and Toutes among the | 
lines.) F 


But the aideice still suggests that | 
European airlines have not entirely de- | 
parted from the comfortable old world | 


in which scheduled air travel was anex- | 


pensive boutique item. Nonetheless, «| 
the Europeans are. certainly more effi- 
cient than previously. According tO c 
Hoare Govett, productivity at British |, 
Airways: (BA) has been. improved. by | 
40% over the-pastfive years. — — 

BA is currently in the process of try- 
ing to take its nearest British rival, - 
| the: takeover is 























in aver- dq 








| corrections when either factor turned negative. Although in- 





-f and the yield gap is still almost in double figures 
^.— "rhaildnd's record run — up 150% in a year — faltered 


4 terest rates have come down, the currency still looks shaky |. weary and modest recovery, London comas off 





anaemic by comparison, with West ‘Germany | 


France relatively bombed out. 


The problem for those wary of equi excesses was: where 






























1 briefly but not seriously. Hongko 
“continued stro 





| temporary but which is likely to lead to highe 

. +, The champion was Taiwan with a 500-point. 
dn just c one month. As this column has said before, Taiwan's 
: y liquidity marked it out for super growth. And 


n tios are still only average. 


AB: | of bna has left Baoa s markets md very 





i. allowed by the British Government, it 
-| will certainly be good for BA (but bad 
«f for travellers and the cause of European 
.] deregulation). In fact, this is the hope of 


e - most European airlines, to stave off the 
<|- campaign for free, non-monopolistic 


7 8 competition. 

.] The European airline with the 
^| biggest profits, BA, is certainly quoted 
| at a discount. At 203p (US$3.07), the 


| shares are selling at nine times the earn- 


pigs forecast for 1987-88 by Ark Securi- 
ties. KLM, at G56.4 (US$26.45) is also 
on a modest rating of 9.5 times historic 


", (US$106. 65), is selling at 36 times his- 


,| toric ea rnings per share. Swissair, at 
(U5$924.98) is on an historic | 


F Sfr 1,45: 
| p/eratio of 39. 

"| | But Lufthansà and Swissair have ag- 
| gressive depreciation policies which 
limit their profits. Swissair looks like a 
. much better value on a price-cash flow 


; (p/cf) ratio of 7.3 3 while Lufthansa' s Spe ef, : 





Singapore and Malaysia 
record-breaking runs with the latter two 
eing particularly influenced by foreign interest despite 
cr price/earnings (p/e) ratios up in the clouds. . . 
But the most remarkable markets were Taiwan and South 
| Korea, which are cut off from the full force of international 
.| equity flows, Seoul put on 8%, to close above 500 for the first 
*| time, despite widespread labour unrest which may. be only 


Singapore. At Si 


| earnings. Superftcially, Lufthansa and - 
+t Swissair are rated as though a reckonin: 
.| will never come. Lufthansa, at Dm 20 


pealing to 
iy hig! 


Most staple fox 
r inflation. 
gain (or Z7%) 


at 3.6,1s even lower than BA or KLM. 

The trend towards deregulation has 
only affected the Far East in Hongkong | 
and Japan, where only modest moves 


'| have been made toward more competi- 
tion. But internationa! air traffic is rela- 


tively more importan: in the Far East 
than in the US (or even Europ 
this kind of traffic is the most difficult to 
deregulate. Each country wants its own 
flag-carrier to survive, so combative 


price-cutting is not on the cards. 


Thus the airlines of the Far East 
have a fairly comfortable operating 
framework. They have two further ad- 
vantages: labour costs (except in Japan) 


i are much lower, while passenger traffic 


is growing faster than elsewhere. Con- 


sequently, Cathay Pacific and Singa- 
pore Airlines shares could reasonably 
expect to be quoted at a premium — and 
so they are. Cathay is on a prospective 
.| pfe ratio of 13.8, using Hozre Govett's 

| forecast earnin | 





gs. Singapore Airlines, 


meanwhile, is at a rating which reflects 





the generally high value of shares in 
shares are 24.3 times the earnings fore- 
cast by Hoare Govett. 

But when it comes to reflecting the 


high ratings of local markets, there is | 


nothing to beat Japan Air Lines (JAL). 


After. losses in 1986 and this year as | 
cts the com- | 


well, Hoare Govett ex 
pany to struggle into profit next year. At 
113,800 (US$90.97), the shares are on 
a massive prospective 1988 p/e ratio of 
738. The Japanese Government, how- 
ever, is proceedin with the sale of its 
large stake in the line, and the market 
seems barely concerned with JAL's ap- 


palling profit record or the increasing 
competition it faces from other Japan- 


ese carriers. According to Hoare Go- 
vett, JAL has the highest operating 
costs of any international airline. 

For the investor, the choice seems 


easy. The US aitlines are the ones which 
have become cost-efficient and yet theip. 


shares are among the lowest-priced. 


a Fhese are the shares. to buy. ü 





else to go? Bonds were in uneasy 
fears and equity aang sh: but offering yi 





r, though from ver 
iere was a lot of talk of pres ie 
| bination of Gulf tension and a miners’ strike in South Afri 

could only generate a brief flurry of buying. 





i: Only. industrial commodities were a little bullish, 
from stable for items including rubber to shar ghe 
cotton, copper, aluminium and timber. Commodities; appes 
ed to reflect individual demand/supply . situations — m 
than could be said for 
tor copper, or rubber) was at the start o the decade. 


) and | | 
| That follows a climb in 1986 of 112% 
| After such extraordinary leaps, iether : 


| democracy was instituted in 1976 
| centre-rightist Social Democratic P 
| has achieved power, steering the coun: 
| tr 


October m 


| ing the bloated bureaucracy, encourag- 
| ing the stockmarket and reducing infla- 
14.79 (US$6.95), the | 


| ter of its workforce still tied 
| land, there is à massive supply of 


| sis of ae a member of the EC, 
19 














































: Sea yields shoved 
low levels. 
us metals but even a 





(rice was an exception) iid 


equities, which may now be where g 


Rebirth onthe 
Iberian peninsula 


'he recent performance of the Pori 1 
guese stockmarket has been sensa: 
tional, rising this year alone by 156 





anything left to go for? : 
The background to the upsurge is a 

major turning point in Portuguese poli- 

tics and economics. A decade. 


towards a free-market economy 
il Democrats have ruled since 
85 from a minority positior 
in parliament, -but in the recent Jul 
elections, the party gained an abso 
majority. The party is committed te 

srivatisation of state industries, attack 






tion. 

Although this has been a famili 
story in Europe over the past eig 
years, Portugal represents a spe 
ation: one of Europe's most backw 
economies, it has the most to pi 
Wages in Portugal are very low by 
pean standards, and with nearly a qiie 





labour for manufacturing and serv 
dustries. Greater efficiency in farmin 
could also transform that sector s pro- 
fitability. 

Portugal's growth rate this: year is e 
pected to be 4%, the fastest in Europe: 
Car assembly is one sector which is ad- 
vancing quickly. In this export industry, 
as in others, Portugal has the added ad- 








. Stockmarket's. iting back Da $ e ; 
Stabi k ecstati . But the rating?"n 
give, pause fog thoug ght. One wide y 










“operates telephone and satellite. sys- 































| -edrnings share, as forecast by Ark 
Securities. BPI, a merchant bank which 
_is benefiting from the flood of new is- 
„sues, is on a prospective p/e of 40.6. 


hey' seem. Companies arrange their ac- 


minimise their tax liability. Also, 
fit figures often exclude the income 
subsidiaries. But most important is 
rospect of fast earnings growth. in 
next few years. 





rities, one of the few pioneers in 
| arket, currently favours Marconi, 
Group (a conglomerate) and 
another merchant bank). Sonae 
udos 14,350) comes recommended 
s management quality and relative 
iess. The prospective p/e is 25 on 
consolidated basis, but drops to a 
asonable. 15.7 after consolida- 


^ 





ctive p/e of 36.7, but its profits 
growth over the past few years has aver- 
E than 100% a year. So 


“SURGING INDEX OF 
PORTUGUESE SHARES 


RE AE VIGRAET D, cary Loe 


p haps it is not as expensive as it looks. 
Marconi, however, does look pricey. 
rtinez recommends it simply because 
‘the market leader. Since foreigners 
locals are buying the market while 
ipply of stock is limited, Marconi's 
re price may continue on up. 

Dealing in Portuguese shares is not 
easy. Foreign investors have to open an 
ount with a Portuguese bank and buy 



















tq Óbtain permission for them to own 
shares from the Bank of Portugal, which 
takes about two weeks. Permission also 
has to be obtained for them to remit the 
Proceeds of sales. Meanwhile, the set- 
tlement system is antiquated, normally 
involving the physical transfer of bearer 
shares. This, however, is due to be 
changed within a year toa computerised 
ystem. 

“Most investors will have missed the 
initial: spurt of Portuguese shares. But 





| go gw gher, because everyone ex- 
s if ‘to, and that profits will rise. 
atewoase of dealing will also encour- 
e nore foreign participation. 


tems, is selling at 33.5 times its 1987 | 


: view of China 


zii € ur in Hongkong: 
"Such ratings are not quite as high as | ` 


counts to show as little profit as possible | 


Analyst Alvaro Martinez of Ark | 


F (Escudos 91,850) is on a 





1args from that account. The bank has 


there is a good chance that the market 
ill : 


. — James eee | 
















‘4 Traversing the Great 
sw Wal on horseback 

WE while munching pate 
de foie gras is not the 


| investment in China: 
And yet, some years 


‘after the giant portals of the Tian An 
Men creaked open to the world at large, 
the lexicon of foreign investment has al- 
tered from glib pronouncements of im- 
probable technology transfers or a bil- 
lion Cokes a day to more po pro- 


ducts such as goose liver and celluloid. 


- The cellulcid is a reference to one of 


China and Eastern Investment Co.'s di- 
rect investments in the country, a 
documentary film on a British couple's 
epic journey along the length of the 
Great Wall. Foie gras is the product a 
company called Rockhaven will pro- 
duce for the world's gourmets. | 

‘Neither is characteristic of the joint 
ventures that proliferated in China dur- 
ing the early 1980s, many of which have 
commonly disappointed, if not failed 
entirely i in their objectives. 

Investment in the modernisation of 


China is not for the faint-hearted, or it 


seems for the general public, as recent 


trends show direct-investment funds to | 


be the domain of professional investors. 
What is the status of foreign invest- 


ment in China, and is it not true that | 


more people are scuttling back out of 


the open door than locking for entry? 


“Four years ago, there wasn't a busi- 
nessman travelling to China without 


signing a joint-venture. agreement," 


says Alan Smith, managing director of 


Jardine Fleming, which has launched a . 
closed-end vehicle, the JF China Invest- 


ment Co. “Eighteen months ago any- 
thing in China was regarded as good, 
and that wasn't good for either side." 

The wave of foreign excitement over 
China has receded, to be replaced by a 
degree of realism among the Chinese 

authorities and foreign. investors. The 
latter have come to accept that the 


timescale applicable to China is beyond | 


most Western horizons, while Peking 
has conceded that many foreign invest- 
ors have been disappointed by unfulfil- 
led expectations. "China recognises the 


need for foreign capital, but more im- 


portant is an acceptance of what foreign 


investors are looking for, which isa pro- |. | 
China and Eastern, says the attitude on 


. direct investment in China is cautious. 
Renewed interest, albeit selective, | ' 


fit," says Nigel Mellville, managing di- 
rector of Baring Brothers Asia. : 


hardly signals the turning of the tide, 


says Smith, but’ there is evidence of | han c 
maturity in the" attitudes of investors |, portio 


and i in the Chinese authorities. 





image one would nor- 
mally associate with - 





. Of the few China-related investment 
funds and unit trusts launched, those 
aimed at the general public have tended 
to hold direct investments in China to a 
minimum, and impressive performance 


figures reflect their exposure to listed 
companies throughout Asia with a | 
‘specific China dimension, or at least’. 


with the prospect of benefiting from thé. 
country's modernisation. The se com- 
panies, known as "Red-CMip" 








Holdings to the British telecommunica- — 
tions group Cable and Wireless, which 
has designs on China's communications 
infrastructure. 

Some funds, notably the Thornton 
Management Hongkong and China 
Gateway Fund, have been criticised as. 
little more than Hongkong funds dress- 
ed up as China-plays to create a distinc- 
tive marketing profile. Thornton itself 


rejects these allegations, arguing that 


90% of its portfolio is in companies 
benefiting from the opening of China's 
economy, while aiming to invest 10- 
15% of the fund directly in China. 
David Harding, a Thornton director, 
claims the fund's performance relative | 
to the Hongkong market has been good; 
butonly average in relation to the direct, 


Hongkong competition. 


. Although the Gateway Fund's direct 


exposure to China is small, these invest- 
ments areecarried at cost — weighing 


down the overall performance — and, 
according to Harding, China and East- 


ern, a closed-ended company launched 


by Baring International in November 
1985, aims to invest 30% of its assets di- 
rectly in China by 1990, a target that has 
grown considerably in absolute terms 
since the company's inception, when as- 
sets totalled US$17 million. Surging 
markets in Hongkong, Japan, Austra- 
lia, Malaysia and Singapore since then 
have lifted assets to around US$42 mil- 
lion, boosting the China element to 
US$14 million from US$5 million if the 
30% target is to be met. 
. The Gateway Fund, launched i in July 


| 1985 at US$10a unit, is now valued in 


excess of US$25, a rise of 15096 intwo | 





i jeu  feflecting substantial exposure to | 


ongkong, where the Hang Seng Index | 


has risen from 1. 681 to 3,500 since July Is 


1985, or 109%. 
Melville, 





| hó is also a director of. 






ji int-venture partners, rather | 
d the se 


"invest | 
ments, range from obvious China-plays .| . 
^such as Hongkong-listed Hopewell | 



















to.the World Bank offshoot Interna- 








|. |Foreigners at Canton Trade Fair. 


|. tional Finance Corp. (IFC). A clue to 
the absence of private investors is to be 
| found in JF China's prospectus, which 
"Up lists three risk factors. ZEN 
-| . Any investment in the company will 
|. not be readily marketable, and will be of 
; a long-term nature, so immediate, high 
ye s are unlikely; the investments 
may be subject to currency fluctuations, 

















inbi is not convertible; JF China 
says it is unable to give assurances that 
prevailing interpretations of laws and 
 regulatións will perpetuate. 

- _ Prospects for general access to the JF 
-China company are remote, and exist- 
ing investors have contributed around 
.US$23 million, destined for direct in- 
Sstmenmt in small- and medium-sized 








operai | 
 lieves, should ke left to development 


banks and multilateral agencies. The 
“LEC is in the process of launching a 









of the risks, an equivalent fund for 


| China is seerwas premature. - 









ght profes- | 
e nvestment | 
Authority and the Citic Industrial Bank 











. a factor exaterbated by the fact that the | 


ations. Intrastructure, Smith be-. 


number of country funds but, because . 


5 Controlthemarkets, : - 
faze the foreigners 


By Nigel Holloway in Tokyo | 

T"hose who thought that Japanese 
AW share prices were finally coming 
under gravitational pull were preéma- 









lex from the historic high of 25,929.43 
n 17 June suggested that at last the 
Tokyo Stock Exchange (TSE) was 
being cut down to size. Instead, prices 
began climbing again from 23 July, and 
they are now once more near their peak 






some had claimed that the decline 


oftwomonthsago. .— 











has been. ri sing fo r the 


rate has stabilised for the time being at 
just above US$1:¥150. —— | 


: AH this has happened in only thin-to- ! 


moderate trading, suggesting that the 


big institutions have merely covered 


their positions as Tokyo toils with what 
passes for a holiday, thé one-week Bon 
festival when ancestors’ graves are vis- 


| ited and moral accounts are settled. 


Thin trading has made share move- 


ments more erratic than they otherwise | 
might have been, but the overall trend 
remains upward. BER CU 
. Ifsthat means investors are getting | 


nervous, then those who are most prone 


to an attack of the jitters are the foreign | vield below the banks’ long-term p 
[| | fund managers. Non-residents cut their |. : 
| 1 Japanese shareholdings by *€989 billion |. 
in July, the 16th month in succession | 
they have been net sellers. During that | _ 


time, the Nikkei has risen 65% and the 
yen has appreciated by a fifth against 


the US. dollar. With the 225 stocks | 
Which make up the most closely | 
watched Nikkei index currently selling | 
at 78 times next year's predicted earn- 
ings, it is not hard to see why some will 


have had cold feet. - o 


Take one example of the risks in the | 
| Tokyo market that give investors grey 


hairs. Trading by individual punters is 


: 70% of their market value in 


 companies' valuations are even hig 
| In April, the authorities tried to d: 
| en speculation by requiring 
| to put acertain proportion of th 
up front in cash — and then wai 
| rule three months later as trading 
ged c o E E 


| ment does not want to see too st 


| was because Japan's "tripe merits" — | 
falling interest rates and cil prices and 
the rising yen —werenow moving inthe | | 
opposite direction. But the stockmarket |: e 
has be he past three weeks | underwrite around ¥5 trillion o 
even though interest rates and oil are | 
continuing to firm, while the exchange | 
| panese stockbrokers' support in 
| ing the success of the NTT iss 
turn for the government's help in 


| Four (Nomura, .Daiwa, Nikko- and 


bath in the fixed-interest market as 
| the yield on the benchmark 10-year 


2.55% in mid-May to 5.4% by e ri 


this stage. 
Dur Over the next 












ost turnover. Consumer 





























— The risks may grow, but the gos 











attack of the jitters during thi 
to the flotation of the next trai 
Nippon Telegraph and Tel 
(NTT) shares, due in October, 
the securities firms are ex 


































stock. Analysts have suggested tha 
Ministry of Finance has asked for 


ing up the bond market. — R 
_ Brokers — in. particular, the Big 


Yamaichi) — are said to have taken 


overnment bond No. 89 rose fror 


| August ; 


iie ia 


non 


up sharply, and an increasing propor- | = 


tion of their purchases are financed by 
margin accounts. The outstanding bal- 


-ance of margin buying on the TSE 


through officially recognised channels 
(i.e., stockbrokers) totals about 1% of 
the entire capitalisation of the market's 
first section, but this may exclude a simi- 
lar amount of trading done on margin 


through unofficial means, such as banks 


and consumer-credit firms. 


Tn addition, first-section stocks can: 
be used as collateral for borrowing fb. 
play the market. At the end of July, the 


TSE raised the level at Whica shares are 


‘valued as collateral from 50% up to 





| retail, leisure, construction and housir 
| Stabilised, corporate profits look | 
"covering more sharply than had b. 


likely to benefit more than no 
| trial companies, and even th 


‘should see som@ strong gaine.. 









rapidly strengthened over the past three 
months and may continue to boost t 


industries. . n 
“Since: the yen appears to hz 


anticipated earlier. ManufacfKe 


that are research- and export-or 
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3y Carl Goldstein in Taipei 

" 4 Recent developments 
in Taiwan, notably 
the mid-July lifting 

















whole, rather than individual company 
performance, the fact that the island's 
Spence PORRO has so. far man- 


(d foreign investors remains the lack .of - 
channels for inward investment. Direct 
investment is forbidden. On 30 July, 
shortly after the abe: of controls on 






he main. stumbling. block for 







outward capital flows (up to US$5 mil- > 
lion a year), the Securities and Ex- | 
S Comission See issued new ! 
















































f. most foreign-ex- 
hange controls, have 
not opened wide the 
doors to the Taiwan 
lockmarket. for for- | 
estors, despite the initial 
sm. in financial circles - 
ie. Taiwan Stock Exchange 
an exclusive club, with 

: four mutual funds 


COMPARATIVE FUND W 
MEA ANCE. 


(Growth ofinet asset value per unit from 
aca dM . 






july. for ae executives from 
Scudder, Stevens & Clark of New |. 
"York visited the Central Bank of | 
. China (CBC), which holds the pre- | 

. eminent position in financial po- |.- 
. licymaking, and other financial of- | 
ficials to see. whether a long-dor- | 
mant plan to launch a Taiwan fund | 
on the New York Stock Exchange 
could be resurrected in the post- 
forex controls environment. CBC's 
answer was not encouraging. 
The reason generally cited: for 
CB 's refusal to allow new for- 
".éign funds into the stockmarket is 

. excessive liquidity in the domestic 





* 


prar M abroad in | 
market keeps building is sim- | 
Tbeen- a stellar cu 


index has. shat up. 114% from 
le epum, of the year, closing on 17 | 
t at 2,437.97 representing a 135% | 
wth uc the start of year. 
Just as important, the Taiwan Gov- | 
ment is forecasting better than 10% | 
‘th this year. Since foreign investors 
ocus chiefly on the economy as a 





Since it was foundédd in 1 1946. thé Far Eleteid 

- Economic Review has been dedicated to the in- 
depth, authoritative analysis ofthe political, econo- 
mic and financial áffairs of every single country in. 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents ; and journalists located in 
every country in the region, the Review is consi: 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 
Over 85% of the Review's circulation is on n pre- d. 
paid subscription, and a new survey of Review |- 
subscribers has just been completed by Interna- |- 
tional Research Associates (HK) Ltd. E 
Review subscribers are primarily top manage- 2 
ment individuals who trave! frequently, make key « | 
decisions for their companies and wield enormous | l 
purchasing power. ° 5 q 
For a complete copy of the Review Subscriber he 
Study 1986 please write on sou company: S M e 
letterhead to: B E d 
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bank and postal savings accounts 

and runaway growth of the money 

supply. 

-  Thisis undoubtedly a factor in offi- 
cial thinking. But in fact, the amount of 


„ers have wished to bring in — US$60 
lion in the case of Scudder, Stevens 
& Clark — are drops in the bucket com- 
pared to the scale of the new domestic 
-funds flooding the stockmarket in re- 
cent months, or the billions of US dol- 
lars in former flight capital that have 
come home recently to profit from the 
rising NT dollar and stockmarket. 
nore "fundamental. reason is the 
jew. central bankers here 
c markets. According 
iew,  Taiwa Vs predominantly 
: rise economy does not re- 
"quire a st ong stockmarket to the same 
¿extent as mature industrial economies. 
"What is more, equity markets are 
looked upon as fundamentally uncon- 
trollable, while banks are more suscep- 
tible to administrative guidance. 
d Thus, the central bank is impervious 
| to the argument of foreign-fund mana- 
gers and brokers that the enhanced pre- 
sence of professionally managed mutual 
-| funds in the market would speed up the 
ST development of Taiwan's capital mar- 
kets. Foreign involvement in 














vice paid to the notion of “inter- 
nationalisation" of the economy. As 
one top central bank official asked a vis- 
itor: “Why should we sell you a piece of 
j Tüwan? 

- This attitude means the four funds 
- are the only game in town. Three have 


- * nominal London listings, but demand is 


-| so strong that few shares are available 





.|. steckmarkets are the targets of a novel 
| investment fund launched by London- 
.| based merchant bank Robert Fleming. 

-| The Jersey-registered unit trust — the 
















.| Fleming European Fledgling Fund — is. 


he first vehicle of its kind to concen- 


uropean companies listed on 
condary exchanges. The bulk of the 
portfolio, around 23%, will initially be 
rested in compafiies quoted on France's 
second-tier market where some 
panies are currently listed. The 
be invested in West Germany, 
N herlands, Spain, Italy, Switzerland, 
elgium and Sweden. 

: ~ Generally the fund will not invest in 
mpanies with a market capitalisation 
xceeding the equivalent of US$250 
million. European stockmarkets, as a 
















amÓynts of  undegutilised. ‘capital in] 


| money foreign fund managers and brok- | 


1 Eberstadt Fleming as financial advisers 
the | 

stockmarket is also seen as a threat to 
| nationalism — despite frequent lip ser- - 





CONTINENTAL Europe s eund us 


cally on a portfolio of small- 


| hotels. Each property has a minimum 


whole, have quadrupled in size over 
the past Mili years, but Fleming. b be- 


w investors. T | : 
newest) is Taiwan Fund, Inc., which. 
listed on the American Stock Exchange - 
last December. Many times over-su 
scribed at the original offering price of 
US$12, the shares have consistently 
traded at steep premiums. The 31 July 
closing price of US$44 represented a 
121% premium over net asset value. 
The fund's consistent ability to com- 
mand this kind of premium reflects the 
heavy demand for a share in Taiwan's 
sturdy export economy. 

With this precedent in mind, the 
Taipei-based International Investment 
Trust (IIT) announced on 3 August it 
would seek a New York Stock Ex- 
change listing for its Taiwan (ROC) 
Fund. Established in 1983, the fund was 
| the first vehicle for foreign investment 
in the Taiwan market and, with US$217 
million under management at the end of 
July, is the largest of the four. _ 

(The other funds are the Formosa 
Fund, managed by Kwang Hua Securi- 
ties Investment & Trust, with US$60 
milhon in assets at the end of July; the 
Taipei Fund, managed by the National 
Investment Trust Coi, US$55 million; 

and the Taiwan Fund Ine.. managed by 

China Securities Investment Trust, 

US$47 million.) - [5 
HT named . Lazard Freres and. 
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"in arranging the Taiwan (ROC) Fund's 
New York listing, which could be com- 
pleted by the end of the year, pending 
the approval of the US and Taiwan: 
SECS and existing unit holders. d 
On the Taiwan side, the authorities 
have informally signalled their approval 
on the grounds that no new funds will 
enter the market. A successful listing 
would represent a significant widening 
of opportunities for néw investors to 
"buy a piece of Taiwan." 























{Pertormarice of unit trusts recommended by fund manage 
; in Where Yo Put Your Money ew eras 
































lieves "ere is stil scope for many | 
more smaller-company listings and for | 
rapid growth in secondary exchanges. || * 
The initial price of the Fledgling Fund. n 
units (launched on 30 June) was 
-US$10.53. c 


INTERNATIONAL art auctioneers 
Christie’s will be involved along with 
New York real-estate firm, Cushman & 
Wakefield, in what is described as the 
first international auction of major US 
commercial real estate in Christies’ sale 
room on Park Avenue, New York on 18 
November. The auction will include of- 
fice buildings, shopping centres and 





estimated market value of U8$5 million 
and the aggregate. proceeds from the 
properties on offer is expected to be. 
around US$100 millien. Prospectiv 
bidders will be expected to pice funds. 
d an escrow account. AH 

















4 The "quality of earn- 
ings" is a familiar 














ion to the nature of a 
company's profits — 
essentially whether 
they are of a recurring 
por. exceptional natu re 



































af d roning: an increas- 
one pl the aa of 
























wis abliged. to state the true 
on which reported earnings are ar- 
at, including adjustments which 
made from one year to another. 
company law (including its de- 
ivatives in various parts of Asta) has a 
omparatively good record in this res- 
pect. Continental Europe i is a jungle by 
omparison and so is Scandinavia. 

t has become a cliche that a price 
rnings (p/e) ratio in Tokyo is not quite 
he same animal as that found under the 

me name on Wall Street. This is be- 
use the "conservative" basis on which 

anese companies account for their 
arnings (often after substantial provi- 
ions) tends to inflate the p/e ratio. Yet 
yan appears to be reasonably consis- 
ent in disclosing the basis on which 
these depressed earnings are arrived at. 
A survey made by the New York- 
sed Institutional Brokers Estimate 
IBES) on the level of agree- 
lisagreement among analysts 
'espect to reported actual earnings 

panies in 20 different countries 
“of North America showed 
pan scoring quite high. There was a 

ad consensus among analysts — 
al and foreign — on the earnings of 
sample companies because the basis 
which those earnings: were stated was 
jreorlessclear. —. 
Britain achieved a somewhat better 







































































sample of companies), while both 
Singapore and Malaysia emerged look- 
ing like models of transparency. Hong- 
kong, too. looked rather good. Europe 
; ked terrible by comparison, with an 
; h level of i be qnc 

i th 











resent does this for some 


enough term in rela- 


score than did Japan (based on a larger - 


ds a synthesiser of analysts’ 


| p 
500 companies in North America and 
j. 700 outside. For pum of the: sur- 


dent S reports available for each 
company. | 

What was alarming is the level of dis- 
agreement not on prospective future 


| earnings, which is natural enough, but 


on the level of historic earnings. The 
case of West German electrical giant 
Siemens was singled out for special 
(though not honourable) mention by 
IBES. In this case, 18 firms of analysts 
(brokers, banks etc) su p IBES 
with estimates ranging from Dm 48 
(US$25.81) to Dm 67 a share for what 
Sieméns actually earned in 1986. 


“In the US, analysts would agree — 
upon an actual [figure]. with some var- - 


iance for extraordinary items or perhaps 
fully diluted earnings," notes IBES. 


À BROKERS' D OZEN 


{Level of ciel or 


“These causes can be accounted and ad- 
justed for, because under US law the 
amounts of such adjustments are dis- 
closed to investors." In Siemens' case, the 
discrepancy might have stemmed from 
adjustments for reserves, but the size of 
such adj ustments is not disclosed (either 
by the company or outside analysts). 

Is it reasonable to expect the rest of 
the world to come in line with US 
prátice on disclosure? After all, Euro- 
pean analysts and major investors are 
able to talk to bankers and others on 
fompany boards to find out the true 
ebasis of earnin 
cannot, of coufse, but his needs have 


| points. out, 
| trade on "material, non-public" inform- 


| be assumed, into stocks wh do 
| ways meet US disclosure criteria. The | 


REVIEWTABLE by Andy Tang 


Sq The smaller investor. 


traditionally tended to figure rather low the it 








Qd explicitly unlawful" to 


ation in the way that it is, done in 


. Europe and elsewhere. This poses a di- 
| | lemma for US fund managers needing 
vey, IBES took a total of 1,919 com- | 
panies in 20 countries, stipulating that | 
there should be at least two indepen- | 


| to diversify their portfolios outside of - 2 


North America. A money manager, as 
IBES again notes, "could bein violation 
of his fiduciary duty if he invests in the |. 
securities of companies for which full i 


| formation, by US standards, is unavail- : 


able.” M 
There is, of course, a great deal of |. 
US institutional investment going info 
overseas markets nowadays 


requirements of the "prudent-man" 


legislation in the US that investment '. ^ 


managers must not be unduly dependent 
upon any one market appear to have 


| overridden the requirement that US in- 


vestors buy only those companies which 
offer full US-style disclosure. — 
Nevertheless, it would be unreason- 
able to suppose that the US will allow its 
institutions to compromise the 
law entirely. It is reasonable to 
assume, too, that pressures for 
' Overseas companies to provide 
the same degree of disclosure to 
. US investors as US companies do 
... for the benefit of all investors (in- 
cluding foreigners) will grow as 
time goes by. In this sense, the 
world will move closer toward à 
US standard (or at least a joint 
US and British standard). — «— 
IBES found that many com- 
panies (especially in continental 





visions to their current-earnings | 
situation to a not insignificarit de- 
gree.” Put simply, this means 
that they pad earnings from re- 
serves when times are bad. and 
provide toward reserves ‘when 
times are good. | 
IBES concludes that the 
not the norm around the world" . 
are threefold. They have to do 
with taxation and tax accounting, 
“the influence of labour and what 
it calls “cultural norms." Most countries 
outside of the US and Canada “do not 
make the distinction between tax and ft- 
nancial accounting." 

“Financial accourting is designed to 
keep shareholders apprised of all mate- | 
rial financial events, whereas the goalof |. 
tax accounting is to minimise tax pay- 4 





able. The tax code need not conform to *]. 


physical reality.” Thus depreciation 
provisions can have the effect of reduc- 

ti rofitabjlity considerab 
egislation often encot 
against potential loss 
















,itmust |- 
h do notal- ij. 






. Europe) “tend to tailor their pro- | 


reasons. why "full disclosure is- |. 





When you re dealing in Australian 
dollarsit makes sense to deal 
with an Australian bank. And 

then it makes even more sense 

‘o deal with Australia's fastest- 
growing international bank. 


One of Australia's largest 
companies, National Australia 
. Bank has assets in excess of 
$A42 billion and the skills and 
gxperience developed over 
| ds d ada ofinternational 


day, i inthe world's major trading 
centres, National Australia | 


second quotes forall your $A 
currency and deposit 
requirements, 


Get together with National 
Australia Bank tocay, and stay a 
jump ahead with the $A experts. 
Hong Kong Bob Fotheringham 
Telephone 265 68: Telex 62261 
Singapore Paul Constantopolous 
Telephone 223 $838 Te:ex 25630 
Tokyo john Shearer 

Telephone 2708381 Telex 34707 
Auckland Peter Prasser 
Telephone 37 084: 

Telex 60548 


New York Robert Corea 
Telephone 599 2868 Telex 424 1 


London Malcolm Hume 
Telephone 6000726/8 Telex gd 


MelboumeRickSawers —— 
Telephone 670 0777 Telex 317 | 


Nationa! Australia Bank humne. 


* 








..come downto earth. 


From now until end '87, the Executive Suites of the hotel you want to 
take pictures of are going for 40% less. Yet you'll get more — fruit baskets, 
“chocolates, free use of health centre, and the impeccable service. 

. So the next time you come down to Singapore, go one up and check into 
the Suites of The Dynasty Singapore. 


" 320 ORCHARD ROAD. SINGAPORE 0923. TEL. 734 9900. TLX: DYNTEL RS 36633. C dynasty 


“ABLE: DYNASTY SINGAPORE. FAX: 7335251 FOR RESERVATIONS: UTELL INTERNATIONAL (WORLDWIDE). 
PRESTIGIOUS HOTELS RESERVATIONS SYSTEM — JAKARTA #679952) 


After you've buckled up in s beautifuly appointed cabin 
on arie of decano Ai nes modern ietliners and are 
being pampered by the world renowned "Singapore Gir, 
be sure to ask her for your copy of the Far Eastern 
Economic Review. Available on all S.L A. international 


fignts. 


Your copy ofthe Review and the Singapore gin... What a 
great way to fly” 
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The Recognized Authority 
Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by $. 
the Far Eastern Economic Review has |- 
long been recognized by leading busi- | 
ness executives throughout the world as | 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT * 
Provides A Broad Range 

Of information rd 
Covering subjects which range from 
foreign investment to fashion, electronics, — 
telecommunication, engineering, contract '} 
necotiations and to literally dozens of |. 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 

You Could Gather it Yourself 

You probably could get the same informa- | 
tior on your own but in order to locate - 
what is contained in each and every 16 
fooiscap page issue of CHINA TRADE | 
REPORT you'd have to read hundreds of | |- 
publications, not to mention have your 
own network of people reporting from all 

the important zones in China. 


* 





Why not subscribe now and discover 
for yourself how the CHINA TRADE... | 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. , 


Small investment... 
Handsome Dividends 
Start benefiting immediately from the 
inform&tion-packed CHINA TRADE 
REPORT by subscribing now. A smali 
investment today may pay handsome 
dividends iater in saved time, energy and 
money. 


| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Heview, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 
| mace out to the Far Eastern Economic 
Review. Or, please charge my cradit carg 
{tick one): 
| American Express 3 Diners Club C 
MasterCard (à € Visai? 
| (Please print in block letters) 


| Card No: 
Exp. Date: 
Signature: . 
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vicing, the Philippine Govern- 
has programmed increased spend- 






















.me, to be submitted by President Cora- 
¿zon Aquino's government to the new 
|| congress on 26 August, was designed. to 
-] consolidate lieved since the 
4 1986 revolt an 
| covery towards a Projected “takeoff” oy 
2] 1991. 
o The Aquino government Assumed 
| poweri in February 1986 after a general 
j decline in the econbihy of some 10% 
since late 1983. - 

. “The 1988 budget was also designed 
to maintain GNP growth at 6.5% during 
the year, following government expec- 
tations of a 6-6.5% GNP expansion in 



























I increase of 10. 5% over the 1987 
|| amount, while capital ` spending 
Up pegged at p23. 2 billion, up 
UE "Capital c outlays’ n 1988 repre nts 
CES the first real increase since the | eco- 





| “nomic slowdown of 1983, which limited: 


e. government spending to “housekeep- 
s] ing” 
(|. tes. 
: «On a cash basis, 
ments are estimated at P143.1 bil 
lion, excluding principal amortisations 
With revenues projected at P122.9 bil- 






















icit of P20.2 billion, down from the 





ent 2.6% of G 


1992. 


V). The 






3 rowings and po. 5 billion dm foreign. 
. sources. No new t: 
“ned for the moment, but there will be a _ 
year for various domestic ac- | shift to: 
posed 1988 bud; in 19088... 
per capita in vernment spending of 
P2,887, of w 

„government services and P1,179todebt | 
¡service and net lending, budget officials 

E e The government's medium- 
 |term economic programme pegs basic | 
se of 5.8% i bc oublic-goods Spending to at 
| 1987, which means a Korg ine F 

crease i in real terms after the projected 
1988 inflation rate of 5%. The program- 


naintain economic: Te. 


: 1987 and 1. 5% d 1986. ditures for 1988 


rather than development activi- 


1988 dba! 


lion, the programme will incur a cash 
R27 billion shortfall expected this 


Tite 1988 de se is expected to repre- 
compared to 3% this 
year; and 5.176 in 1986. The government | 
1 j ernment budget. 
t. ratio to GNP to less than 1% by |. 
| - and social services will increase to about 
e d. : tij. according to the Depart- 
t and Management, will | 
y et borrowings of P20- 
1 gross borrowings of P44.8. 
SS rincipal amortisations of 
overnment expects . 
illion in.local bor- 


cials said. 
lar attention to 


Aeislafive: poor have startec separite 






; negotiator into Signing: 4 b 
scheduling deal. Under the d 
scheduling agreement. signed by Phil 
| pine officials in July, payments on 
| cipal start. only in mid-1994 whi 
tinuing interest Pe ot a 
to reach 22-279 of "É 
revenues. B 
| ^ Planned governmen 

1988 is. divided | into pe 















measures are plan- 








E value-added tax C 





VAT); system 





The budget. programme also implies 












ich P1,708 goes to direct | 





P 19.9: billion. for ren 
| vices. he defence unti 
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-tory measures, will b 
ed by proceeds. fi 
sale of assets ` seq 
. ed by the Presidential € 
mission | for Good G 

























Y ons rl is up. y 
n from the 1987 mark. 
extent, this planned spending edi will | ^ Partofthe increase is expected 
depend on our ability te limi: the share | sult from a shift to MU which dux 
of the debt burden to 12% of the gov- 





















If successful, the share of economic aem rd a be ce rate of 10 10% o 
| all saleso goods and services andon 
70% of the budget by 1992, from the 


proposed 41.7% in 1988, * budget offi- 





Revenues ‘under. the VAT syste , 
are projected i in 198 to Te Cag P 27-28 
billion, _ he crease 










Congress is expected to give ewe qu 
he budget zllocatio 


for debt servicing. Böke houses of the 
















M) recession" is gathtring momentum, 

inspired latgely by a rise in consumer 
: speeding. As a result, the country's cur- 
ent-account surplus may contract more 
arply than originally expected and 
elp to soften the anger of i its. main trad- 















































P 
The Ministry of International Trade 
I (Miti) now expects the 





year ending 31 March 1988 from 
01.6 billion in the previous year. 

irmer oil prices will lift the value of 

rts by US$10 billion during this 


red goods are exp 


by the same amount, while exports 


. dollar basis are likely to remain | 


his forecast contrasts with many 


i sted kade surplus narrowed 
e third month running when com- 

S the same period last year. — 
ast. month's surplus totalled 
US$6.: 9o billion against US$8.19 billion 
: previous July. Imports grew by 20% 
to US$12.91 billion, thanks to a 3276 


EE 


n, but the figures for July last year 
re inflated by large gold imports to 


and timber products 54%. Total exports 

om Japan increased 5.4% to a record 
$19.91 billion. 

e spending habits are begin- 








paban's recovery aon. its. n 


d y {B 
e surplus to fall to US$75 billion in- 


according to. Miti. Imports of | i 
| ¢ted to. 


ate-sector groups, such as | 
] rena sam wed which r rec- 


Domestic sales of consumer goods such 


| are booming. Real consumer spending ` 
| was up 3.1% in May compared to the | 


this year, housing starts rose 18.7% and 
surge in imports: from the European | i 
Community to US$1.67 billion. Imports | 

m the US fell 4.7% to US$2.84 bil- | 
hag averaged 2% a month so far this- 





2. 196. against the previous month. - 


int a commemorative coin. Food im- - 
-ports from the US rose 47%. last month 
whose profits are ex 


H30 June E Uu 
loss 


S$39. 2m n.a. -nil 
| (cam) | 


COMPOSITION OF JAPANESE } 
TRADE BALANCE 


t t BOT 
^e perros ohm vues 





. wi | REVIEWDIAGRAM by Ricky Hui and ivan Kwong 
ning to maid the country’s affluence. | 


as cars, TV sets and microwave ovens 


same month last year. In the first half of © 


in June industrial production increased 





=- The increase: in consumer spending 


year after four years in which annual 
growth was less than 1%. All this is 
music to the ears of manufacturers, 
cted to rise 2296 ^ 
in the year to end- March 1988, accord- 
ing to a survey of 319 firms by Wako Re- 
search Institute. Just a month earlier 


A$1.3b — | 
| (US$918.7m) 
| Rs2b 
| (US$152. 7m) 


















$$546.8m 
.(U8$259.1m) 


ac ieved. in the spring wage- negotia- 
tions since 1965 when figures were first 


` kets’ fears of higher inflation have been 
 reawakened. Japan's inflation rate is. | 
B likely to stay low, most forecasts suggest | 
around a 1% increase in consumer | 
[ prices this year. E 








year. 


| Retum to profitability reflects strong performance in 
Australian business. “ 


= were squeezed due to increased cost ME | 


Company plans Rs 4b in  upgradingfw, á 
NZ$559.8m +27. 8 Fast carter performance reflects: song results of 
(US$325.5m) a insurance and banking units. — eee 
¥78.7b +19.1 ek 75 Rise in profits reflects higher sales of dragons den a 
(US$524.7m) paoe. ! | 






a 796 increase had been, pred 
The rise in spending comes desp 
rise of only 3.6% — the low 






pav 





consolidated. It appears that consumers |. 
have been cashing in paper profits de- |. 
rived from the booming stockmarket. — 
Productivity gains continue. to o 
pace wage rises and there is still alot 
excess capacity, but the financial m: 





But in the first three Months of this. Er 


| year, the price deflator for domestic de- 2 


mand scored its first increase in five, | 
quarters and import prices are rising | 
now that the yen, relative to the USdol- | 


M lar, has fallen from its May peak. | 
Í Wholesale prices jumped 0.9% in July, | 

$ the largest month-on-month rise sinc PD 
April 1980. uo 








The year-on-year growth in money. | 


I supp ply (M2 plus certificates of deposit) | 
wi slackened slightly in June to 10%, from I 


10.2% the previous month. E 
Taken together, these factors have. 
put upward pressure on interest rates, | 
particularly at the long end of the market. 
Another increase is likely this month. 
The bond market got the message, 
doubling the yield.on the bellwether 


No. 89 government IO year bond in the 


space of 10 weeks. 

At the moment, the rise in interest 
rates does not look sufficient to push tlie 
yen up against the US dollar or to damp- 
en domestic demand. The Japanese 
economy grew atan annual rate of 4.9% . 


in the first quarter, and, most. private - 


forecasters suggest that real growth of 


-GNP in the year to March will be about 


3.596. compared. to 2.6% the previous | 
; — pnpa! M E 
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Wo containing a 


chi Kangyo Bank (DKB), the || - 
s largest bank defined: Dy as- | 


he biggest share issue of Japan- 1l 
ks during the current capital- | 


season. DKB will make a public | 


million shares, coupled 
93-for-1. gratis i 


the offering, it | 
Li capite Adequacy 


istry of end- March E | 


have the lowest capital 
g five Japanese banks, 


tering when it also has the lowest 


rate of return on assets of the fives a 


| | Bank aad d Mitsa million shares. — 
| DKB’s capital issue is notable for not 


Mitsubishi's CBs are tradi 


version price of ¥3,150, around the 


| price of the actual shares, but hardly: 


: spectacular performance. One possible l 
^| reason for DKB's apparent reticence is - 
-| that it may want to avoid the scrutiny of : 


- -the Euromarkets at the moment, = 
| — The out à credit vat agency Moody's 


portfolio as the worst tof. 


*- 


five, with heavy expe 


ig country’ s beleagured ship- 


ipbuilding and steel sectors. —— 
hurdle facing the banks is to 


qn agree 
/ about 


ae nd offer to the Euromar- p 

.| Kyowa have issued convertible. bonds Lbs 
(CB) in both Swiss francs and US dol- ||... 
lars, but with only qualified, success. iL 


ent with the Finance | 
creasing the level of - 
oss provisions against loans to heavily | 
debted developing countries. Reports | 

t thatbanks will be allowed to in- 

e the provision against losses on - 

g loans from 5% to as much | 
'vice-minister for interna- | 

at the Finance Ministry, | 

en, told the REVIEW that | 

in favour of larger re- | 

to do so [in | 
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n, setting new records both on the 


sighted index and transaction vol- 

















NG: Buyers closed the period 
slines, waiting for signs of an 








ing Seng Index ended 33 points 
at 3,510.66, and turnover aver- - 


erties fared badly until the 

when they looked cheap. 
amily announced a HK$1.3b 
al offer for Evergo on 17 Aug. 










points in the first three days and then 
ost almost half of the gains as Japanese 
nvestors returned to the US Treasury-. 
md auction on 13 Aug. Electricals 
were mixed, with Hitachi up ¥170 
((US$1.10) to ¥1,360. NTT gained 
40,000 to ¥2.52m. Turnover for the 
sliday period was 950.2m shares daily 
orth ¥1.05t. 



















AUSTRALIA: Sharemarkets surged to 
record levels on the strong buying or- 
ers of industrial groups. Westpac rose 
68 A cents (48 US cents) to A$6.02 and 
NZ by 50 A cents to A$4.88. The 
market was assisted by better-than-ex- 
'cted June consumer-price figures. 
Mining and oil stocks eased. Middle 
ast tension eased. A total of 783m 
shares worth A$1.65b were traded. 










LLINGTON: The market rejoiced in 
-election of the Labour govern- 
rising 54 points on the first trad- 
We day after the voting. Some profit-tak- 
g had been expected, but the unex- 
pectedly large size of the government's 
majority pushed S gen up instead. 
- Brierley rose to NZ$4.82 (US$2.80), up. 
YNZ cent. Volume for the period was 
75.1m shares, valued at NZ$129.2m. 













PORE: After reaching a record 
h, the market fell swiftly for the rest 
‘of the period as investors took profits 
lue chips and trustee stocks. Al- 
ugh retail and food-based counters 
treng@fened, most counters came 
nder heavy selling pressure. Shangri- 
iost 60 S cents (28 US cents) to close 
. $$5.40. Volume average 39.9] 


shares a d: 










































Aa IPEI and Austkalia set new records in t 
nrest hurt Seoul, while the re-election of New Zealand 


US cents) to finish at M$8.60. Volume 
average: 
M$57.2m.. 2 


the week's corrective phase. - 


dow HK$202b (US$259m) 





(YO: The Nikkei Index rose 456.04 


- Baht 1.6b (US$61.5m). 


BOMBAY: The BSE began the period 


| «moved strongly from. US$6 


valued at S834 1m... Lo | | leading bargain hyntin, 






:d 21.9m shares a day, valued at 



















higher. The long-dormant ~ 
Pioneer headed the rising column. Vol- 
ume was 11.9m shares worth some 










SEOUL: Financial and construction 
stocks pulled the market up in the 
period to 17 Aug., while most indus- 
trial issues were lower or unchanged 
due to continuing labour disputes. 
Korea Titanium, a new issue, gained 
34.9% and Kyung Hang Construction 
was up 21.595. Average daily turnove 
was Won 98.6b (US$121.7m), on vol- 
ume of 10. 1m shares. 


with a 10-point drop on profit-taking. 
Blue-chip Tata Iron and Steel rose 
from Rs 760 (US$58) to Rs 860 on ex- 
pected higher steel prices. But it fell 
later to Rs 810, after New Delhi denied 
rumours of a price rise. Associated 
Bearing Co. gained Rs 150 to Rs 1,325. 
Sentiment was buoyed by the BSE's 
doubling of the jobbing limit to Rs Im. 





NEW YORK: After ending the previ- 
ous period by breaking the 2 600-point 
barrier, the New York Stock Exchange 
closed this period at 2,700. on con- 
tinued bullish sentiment. Although the 
market absorbed a lot of nervous sell- 
ing in the week, buyers looked to 
stronger corporate earnings. Citico 
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Rat iligi point where the rice fields 
of central Luzor* bone-dry from De- 
tember to June, retreat before Manila’s 
-eacroaching cement fringe. The grey, 

dilapidated capital is fanning out year 
‘aff@r year in a huge half-arc, an ever 
mor Httenuated Bode: "^ a ud 

































































illae. kac its gai origins intact. 


Og) vi rates to an electioneering 

This tiny slice of what is formally 
n province fits inside the con- 
ssional seat of Valenzuela, a newly 
drawn electorate joining this "be- 





jila-fringe districts. 


allenge to the candidates. Ugong sim- 
ly waits at the end of a diesel-fogged 
oray along the northern arc of Edsa 
ioulevari 
bruary 1986 revolt against Ferdinand 


om an acronym spawned, ap pdt 
the words “Epifanio de los Santos," 
oman Catholic mouthful: i 

Off Edsa three cars take thé tired 
politicians briefly along the northern 


several miles travelled, the cars and 
'andidates disappear- abruptly 
his night-swollen slice of farmland next 
0^ Metro-Manila. Looking back over 
ur shoulders, the clouds above Manila 
/ reflect. the. city's electric glow. 





s searching for the headlamp 


ument of assembly; long bursts of 
uzzling static are punctuated by ear- 
piercing screeches. Then, mercifully, a 
cassette finds its way to the tape-deck. 
More villagers appear as a melange of 
ntimental pop music and wistful 
agalog love tunes drift over the heat- 
exhausted fallow fields. 


iticians peer anxiously out of car win- 
s. They hear the music faintly but 


icked days, dims still further an 
ox indistinct view of the dark 
. The men, both candidate arni 
: have become Q6 and; sense. 


U dong Bian and ends at "3 | 


is time the barrio mood was up- 


d-the-fringe" barrio to within- the- | tv 
P _| onel at a just-passed crossroads. Down 
Getting to the barrio offers no travel | | $ 


he now-famous site of the | 


arcos. "The boulevard takes its name 


per-highway to the Novaliches turn- | 
off and toli.stop. And from there, after | 
paying 2.1.50 (about 1 US cent) for the | 


into | 


Voters line up to cast ballots nthe May election. 
“as sin,” the driver mutters, his ` 


x Half an hour later, as the cars pick | 
heir way along meandering gravel 
pads, a makeshift podium at Ugong,.. 
meanwhile, has mustered perhaps 100 . 
folk. A loudspeaker serves as the | 


. . Onthe country road, still some süiles p3 
ay from Ugong, the approaching T 
| well; familiarity with the worst," 


p are alert instead for trouble. The car's |- 
ying “tinted glass, so restful on 





This causes no surprise. Anxiety has | 


easy play in this part of the city's edge, 
all the more so at the time of the 
election campaign. Half the 78 election- 
related murders throughout the Philip- 
pines have removed campaigners, per- 


 manently, for the party to which these 
neophyte politicians belong — the Par- 
| tido ng Bayan, or PnB. | 
In self-consciously serious magazine 
articles PnB candidates call their party a | its 
| of the cars than pick his way forward in, 


“vehicle for the entry of the progressive 


forces into the electoral arena.” What | 
they mean is that the Left, for the first 


time since 1946, is trying to make a 


showing in patronage-peppered elec- 
. toral politics. This has met determined 


and rough resistance from many 
enemies. Hence the killings. 
. Those in the car with a well-trained 


nose quickly smell the scent of local 


feuding in Ugong's environs. Gunmen 
two evenings earlier killed a police col- 





| in Cavite, on Manila's south-side, resi- 
'odies of 
campaign workers (not from the PnB). 

"Even the legendary mayor of a brothel 
town adjoining a US airbase further | 
puts it differently. | 
s 'romises No,” he says. ave have no- - 
TE thing to topromise anyway.’ 





dents found three beheaded - 


north fell into an ambush a night earlier, 


two of his bodyguards dying in ex- 


changes of M16 fire. 


T hreats come reus, into the head: | 


quarters of the PnB, whose line-up 
includes ex-political detainees and even 


a former communist guerilla command- 


er. Most of the threats come in a famil- 


| iar guise — easy scare-off warnings fol- 


lowed, still later, by promised kidnap- 
pings. Or worse. “We have a type of, 
senate 
hopeful Romulo Capulong says. 


Still, the empty road before Ugong 


breeds hob-goblins on a moonless night. 
orries mount when a motorcyclist 
arts following the three car convoy. A 
urried radioeBgjl goes to “security 
men” Positions’: still further behind: 








grudges reside in Bulacan? But 
| motorcyclist turns out to be a local b, 





sud 


. remind the visitor and candid 
-of other promises as well. And they also 





E 





In the car, AR gallop. AY 
vigilante group? What long-standing 


just finding it easier to follow the ligt 


the dark. His terror when stopped by 
the pursuing men behind him shames 
the Leid and he rides on — this 
time in front. “There rr vote, P a 
says Capulong. i ^s 

Events in Ugong, and in the coun- 
tryside beyond, present a strange cycle. 


Í Robust. electioneering and dark mo- 





ments like these int Both ` 
‘blood-debts and ballots: are factored 
into the political equation. At election 
time, all the old ledger-books.of ven- - 
geance re-surface, with | 
blank spaces ready for the. 
latest entry.. y 
* Back on thesu r-high- 
way, after the politely but. 
tepidly received spéecliés, : 
the caravan drives back the 
‘other way. The night seems — 
darker. The security de- 
tachment has departed, 
“sensing safety- We hope 
they are right. | 
Everywhere the candi- 
dates are running -hell-for- 
leather for the Philippines’ 
newest legislature, the 
seventh one created since 
the turn of the century. 
Ugong's farmers with their- 
, weathered faces have geen _ 
the politicians come and . 
go, from“ eue party 














l troubleshooters at the beginning of the 
American era to the Pape 

earnestly delivering théir - 
. about "New Politics,” or an "end to the 


enthusiasts, 
message 


politics of money and guns." Capulong 
"Speeches Yes, 


iered “Manila approaches evers 
nearer to Ugong down the years: the po- , 


the concrete embrace of a badly 





| litical messages become more insistent. 


Some, like the PnB's, promise “issues.” 
Others promise "fuomises" — and 
being friends. with those in power re- 
mains the best promise of all. Yet the 
dark suggestions of that nent) in Ugong. 
tes Ses 





Say, in their quiet way, that the moral 
distance between city and village.-al>’ 
ready is illusory. Even before t 
ment grid closes in, forevér, Mat 
some dark; sways has already c 
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in Ginseng, once more valuable than gold, 1s now 1 
Korean Air Prestige Class flights worl 
ss class you deserve, call Kefean Air. 
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government export credit and insurance 
services. 


t the clipper ships were establishing 
æ , cd records for bringing tea from the 
e tast to the West, the Hongkong and 
@ Shanghai Bank was establishing a unique 
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» . reputation in trade finance. EN SY a an idi 
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Sormed ovgr a century ago, we were one 
of the first banks to set up branches not 
- omly in Asia, but also throughout the 
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major financial institutions, with over For further information on our range 
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